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1. Abstract 

The term ‘conglomerate discount’ refers to a phenomenon where corporate entities engaged in different 

industries are traded below the combined value of its subsidiaries. This thesis investigates the existence 

of a conglomerate discount to the stock of GN Store Nord on 27th February 2019 when its latest annual 
report was published.  

Initially, a comprehensive literature review establishes the relevance of considering a conglomerate 

discount. The rationale behind corporate diversification is often described as market power, internal 

capital markets, resource and skills transference and diversification. However, a multitude of drawbacks 

related to manager entrenchment, personal risk reduction, private control benefits, agency costs and 

organisational cost disadvantages are identified. The subsequent review of empirical evidence suggests a 
negative effect on stock prices due to corporate diversification, although no general consensus of the 

magnitude was found.  

GN is structured as a conglomerate with operations in hearing aids as well as the call centre and office 

industries in GN Hearing and GN Audio. A strategic analysis of both segments was conducted to identify 

the key non-financial value drivers. Both segments show promise with great outlooks to the 

macroeconomic and industry specific factors as well as valuable internal resources. Looking ahead, the 

main difficulties for both segments lie in the intensifying competitive environments which might limit 
long term revenue growth and profitability. 

To investigate the presence of a conglomerate discount in the stock of GN Store Nord, a valuation of 

each subsidiary was made using the sum-of-the-parts (SOTP) framework. The segments were valued 

using a discounted cash flow approach, while the recent acquisition of Altia Systems was estimated at 

transaction value. The results from the SOTP valuation estimates a fair price per share of DKK 333.64 

as of 27th February 2019. Relative to the observed share price of DKK 324.00 on the valuation date, an 
implied conglomerate discount of ~3% was found.  A subsequent discussion from an investor point-of-

view determined that abnormal returns, independent of the underlying performance would be realisable 

if either GN Hearing or GN Audio are sold off.   
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2. Introduction 

2.1 Context and motivation 

2019 marks GN Store Nord’s 150th anniversary. Through dramatic shifts in technology, two world wars 

and various ventures into an array of industries, GN Store Nord persevered as globally focused company 

relying on the same basic principle – people want to communicate. Whether it be via telegraph cables 

along the coast of China, radios for English policemen, mobile phone subscriptions, advanced hearing 

aids or cutting-edge communication solutions, GN’s identity of being a “communication enabler” stands.  

GN’s unusual structure as a bi-industry conglomerate sparked my interest in determining whether the 
stock is currently traded at a discount relative to its fundamental value. Furthermore, a wide-spread trend 

of de-conglomeration in the western world, recent consolidation in the hearing aids industry and an 

apparent discrepancy between the approach of academics and practitioners in regards to the 

‘conglomerate discount’ compelled me to determine the growth prospects and outlook for GN Store 

Nord.  

2.2 Problem Statement 

The purpose of this thesis is to evaluate whether the GN Store Nord stock is trading at a discount relative 

to an estimated fair value as of 27th February 2019. The answer will provide the basis for an investment-

decision for individuals seeking exposure in the hearing aid and CC&O industries.  

The following problem statement is defined: 

In order to provide a more comprehensive answer to the problem statement, the following section 

defines the overall hypothesises to be answered, followed by a range of sub-questions related to each 

section of this thesis. 

2.2.1 Hypotheses 

The hypothesis’ listed here are primarily outlined as dichotomous variables. However, they will be 

answered extensively from multiple points-of-view as there are great nuances to the applied methodology 

and thus the final answer. 

 Evidence suggests the presence of excess value, as the stock of GN Store Nord is currently 

trading below its SOTP fundamental valuation 

 Equity research analysts covering GN Store Nord apply a conglomerate discount to their 

valuation models. 

 In what range does the Discounted Cash Flow and Trading Multiple valuations determine the 

price of a share in GN Store Nord. 

  

What is the fair value of GN Store Nord’s share price as of 27th February 2019, and is 

there any evidence of a conglomerate discount at the valuation date? 
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2.2.2 Sub-Questions by Section 

3. Conglomerate Mergers and the Conglomerate Discount 

 Which advantages lie in corporate diversification? 

 What are the issues of corporate diversification? 

 What does empirical evidence suggest on the topic of the ‘conglomerate discount’? 

 What is the analyst consensus and approach to the conglomerate discount of GN Store Nord? 

5. Introduction to GN Store Nord 

 How did GN Store Nord develop into a bi-industry conglomerate? 

 How is GN Store Nord structured and what are the key company characteristics? 

6. Industry Analysis  

 How is the hearing aids industry structured and what are the key trends and outlook going 

forward? 

 How is the CC&O industry structured and what are the key trends and outlook going forward? 

7-9. Strategic Analysis 

 Which macroeconomic factors affect GN Hearing and GN Audio? 

 What are the power-dynamics in the hearing aids and CC&O industries? 

 Are there any internal resources in GN Hearing and GN Audio that represent sustainable 

competitive advantages? 

10. Financial Analysis 

 How should the reported financials be reclassified? 

 What peers are comparable to GN Hearing and GN Audio? 

 How has the financial performance of GN Store Nord developed historically? 

11. SWOT Analysis 

 What are the key non-financial value drivers going forward? 

 What is the overall impact of the strategic analysis on revenue and margins going forward? 

12-13. Forecasting the Financial Value Drivers & Cost of Capital 

 What is the impact from the strategic and financial analysis on the key financial value drivers? 

 What is the expected free-cash-flow to the firm of GN Hearing and GN Audio? 

 What is the appropriate discount rate to be applied on the forecasted free-cash-flows? 

14. Valuation 

 What are the segmented enterprise values estimated using the present value approach? 

 How do the present value estimations compare to the estimation from the relative valuation 

approach? 

 What is the sum-of-the-parts valuation of GN Store Nord, and how does this relate to the 

existence of a conglomerate discount at the cut-off date? 

 How does the valuation-estimates change when key assumptions are altered? 
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Figure 1: Thesis Structure: Authors own compilation 

 

 

2.3 Methodology 

Throughout the SOTP valuation of GN Store Nord, various models and frameworks are applied. The 

theoretical justification, definition and framework characteristics are presented before each section 

applied, to allow for a better flow for the reader. Following the review of literature regarding the rationale 
and downsides to corporate diversification, a research model is developed in Section 4. The reader is 

assumed to be familiar with general finance and economics terminology. To those not acquainted with 

the finance vocabulary, a glossary list can be found in A1. Moreover, APA 6th edition is used as 

referencing and citation style throughout this thesis.  
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2.4 Scope of the paper 

This thesis seeks to determine whether the listed company - GN Store Nord, is traded at a discount 

relative to the estimated fair value. The thesis is written from an investor point-of-view which dictates a 

strict use of publically available information. However, to complement the conducted analysis, expert 

interviews with equity research analysts covering GN Store Nord have been conducted with the goal of 

understanding their valuation approach towards GN Store Nord and conglomerates in general.   

2.4.1 Delimitations and Assumptions 

 A cut-off date for the valuation estimate is set when GN Store Nord published its 2018 annual 

report on 27th February 2019. To avoid hindsight, only information publically available before the 

cut-off date is used. 

 Throughout the peer-review, companies with different accounting standards are assumed 

comparable. The direct implication of the assumption failing to hold would be distorted reported 

financials due to differences in accounting practices. 

 GN Store Nord has a lively M&A activity, however no further acquisitions or divestments are 

assumed in the forecast horizon and terminal period 

 It is assumed that the Efficient Market Hypothesis (EMH) holds (Bachelier, 1900). 

 It is assumed that GN Store Nord will not change its current target capital structure in the forecast 

horizon and terminal period. 

 Assumptions regarding the allocation of group financials have been made using the SOTP 

valuation practice of Koller, Goedhart, & David (2015) and the author’s estimations where 

information is incomplete. 

 The analysis focuses on the primary value drivers of the hearing aids and CC&O endpoints 

market. 

 A thorough strategic analysis of the consumer audio and non-core segments reported under GN 

Hearing and GN Audio will not be conducted. 
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3. Conglomerate Mergers and the Conglomerate 

Discount 

The formal definition of a conglomerate used by the US Federal Trade Commission (FTC) in 1969 was 

“The union of two companies having neither a buyer-seller relationship in manufacturing and 

distribution” (Leontiades, 1986). The FTC went on to illustrate such a union as a merger of “a ship 

builder and an ice cream manufacturer”. One way or the other, this illustration does not build confidence 
in the inherent logic of conglomerating. Modern definitions found in encyclopaedias define a 

conglomerate as a single parent company with two or more subsidiaries operating in different industries 

or on different markets within the same industry (Crystal, 2003). Large conglomerates in the western 

world have been on a decline for the past three decades - in-part due to more severe anti-trust legislation, 

while the Asian-Pacific region has seen a surge in conglomerates as a result of favourable political 

influences paired with rife anti-trust laws (Davis, Diekman, & Tinsley, 1994) (Pham, 2018).  

On the topic of benefits and pitfalls to corporate diversification and conglomerate discounts there exists 
vast research in literature. Researchers in this area offer various views to explain the effects of corporate 

diversification on shareholder value. The research on the benefits on conglomerating argue mainly from 

a strategic and synergetic point of view while there exists few empirical studies in favour of corporate 

diversification. This section reviews the concept of corporate diversification from the different points of 

view in academia. 

3.1 Models of Value Creation and Destruction in Conglomerate 

Mergers 

This segment summarizes value creation models in conglomerate mergers by the economic, finance 

theory and strategic perspectives followed by conglomerate value reduction summarized in the 

managerial and organizational perspectives.  

The economic perspective draws attention to the concepts of market power and efficient internal capital 

markets. Economic synergies highlight the benefits of the economic perspective by cross-subsidization, 

mutual forbearance and reciprocal buying using internal capital markets (Sudarsanam, 2004). This market-
power advantage can be defined as the ability of a firm to pursue anticompetitive behaviour against 

competitors. The conglomerate acts as a supplier of capital and if it can perform the capital market 

function better than the external capital market, it can create value. Conglomerates are able to temporarily 

or even permanently cross-subsidize and follow aggressive pricing strategies in one industry by using cash 

flows generated in other industries. The structure of a conglomerate allows the subsidiary to patiently 

distress or drive pure-play competitors out of the market with otherwise non-sustainable pricing strategies 
(Leontiades, 1986). From mutual forbearance conglomerates may move to mutual support among 

subsidiaries through reciprocal buying among themselves (Sudarsanam, 2004).  One of the benefits of 

financial synergies in conglomerates are that businesses do not have to be related, in fact unrelated 

businesses may be able to subsidize each other better as they operate in different industries and often 

differ in business cycles. As part of the economic perspective, the venture capital financing perspective 

seeks to bank on the future. Conglomerates may want to acquire equity in emerging technology firms 

having the capital to sustain the negative cash-flows in the R&D process. This however is challenged by 
the large private equity and venture capital industry having an advantage with their investment experience, 

ability to pick winners and choosing the right management (Sudarsanam, 2004). Conglomerates 

succeeding with this strategy must have a dedicated team of PE/VC professionals as well as large 

synergies with the target company to successfully perform an acquisition. This is ever more relevant with 
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the current amount of “dry powder” within the PE/VC industry effectively driving up the multiples 

(Bain, 2018). 

Multiple factors may however limit the benefits of the market-power derived from internal capital 

markets. To exhibit market power the subsidiaries must already have some strength in their individual 

markets, or the bluff will be called quickly. Furthermore the rationale of the internal capital market only 

holds if there is a capital market failure or the internal capital market has certain advantages over the 

external market such as lower transaction costs.  

The finance theory perspective looks to the benefits of efficient diversification and bankruptcy risk 

reduction. The term ‘Don’t put all your eggs into one basket’ highlights a reason to why firms choose to 
diversify. While expanding into a pure counter-cyclical business is wishful thinking - some managers seek 

to minimize the risk from having businesses in volatile industries with high bankruptcy costs by acquiring 

unrelated firms with steady cash flows to hedge their bet. This pure financial rationale is highlighted by 

risk reduction, increased debt capacity and tax incentives (Lewellen, 1971). The portfolio effect of 

diversification on a conglomerate income stream is to reduce the variance of the combined income 

stream. This view emphasises that the reduced volatility may lead to lower borrowing rates, enabling 
conglomerates to utilize higher leverage with both tax advantages and reduced costs of capital to follow 

(Lewellen, 1971).  

A final aspect of successful corporate diversification is the resource-based view or strategic view. This 

view highlights synergies from skills transference by creating value from an undermanaged aspect of an 

acquired business. The main rationale is that the acquirer redeploys excess resources and skills to its 

targets (Sudarsanam, 2004). The performance premium is sought by transferring a particular parent 
company skill, such as technology, marketing, superior management or distribution channels to the target 

firm. By transferring skills from the parent company, the target company can be repositioned into a better 

competitive standing. This process is often energized by financial resources provided by the parent 

company (Leontiades, 1986). However there exists constraints to successful strategic transference. Skills 

must be indivisible, easily used for other purposes than they were historically developed for, mix well 

with the skills of the target to induce the value creating chemistry and must not subject to the law of 

conservation (i.e. value increase in new use is at the expense of value reduction in the old use). 

The managerial perspective turns to some of the downsides from corporate diversification with the issues 

of management entrenchment, personal risk reduction, agency costs and private control benefits. 

Management entrenchment relates to managers exploiting a surplus of firm-specific skills to make 

themselves indispensable. Personal risk reduction occurs as managers often have both a high human and 

financial capital invested in their firm and thus seeks to diversify this risk by corporate diversification. 

The private control benefits are linked to both monetary and non-monetary benefits. One monetary 
benefit is the issue of compensation schemes often being linked to an increase of firm size (Sudarsanam, 

2004). This “megalomania” phenomenon also manifests the agency problem in conglomerates by 

incentivizing managers to undertake NPV negative acquisitions to increase their personal compensation 

(Jensen, 1986). Empire building may also confer non-monetary private benefits such as status, power and 

other compensation benefits related to leisure etc.  

The organizational perspective focusses on coordination, influence and integration costs. Coordination 

costs are linked to the challenges in managing complex and heterogeneous organizations (Sudarsanam, 
2004). A diversified firm is more costly than a pure-play business to coordinate and monitor and the risk 

of control loss is thus higher. Influence costs are linked to inter-divisional rivalry where political influence 

can destroy value within the firm. The influence costs can be a result of weak incentives misaligning 

divisional goals with the overall corporate goal of value maximisation to the owners (Rajan, Servaes, & 

Zingales, 2000). Rajan et al. (2000) further discovers that the profits from successful divisions may be 
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reallocated to divisions with poorer performances effectively acting as a disincentive for the former to 

maximise the divisions, and thus the overall firm value.  Integration costs are related to the issues of 
friction and risk of failure from integration in the transference of resources and skills between business 

units. Culture clashes, technical, legislative and hierarchical problems are some of the integration issues a 

firm might experience in a conglomerate merger (Sudarsanam, 2004). Table 1 summarizes the reviewed 

literature by perspective, model focus, concepts and shareholder value implication. 

Table 1: Summary of the models of value creation and destruction in conglomerate mergers: Authors own compilation  

Based on: (Sudarsanam, 2004) (Rajan, Servaes, & Zingales, 2000) (Jensen, 1986) (Leontiades, 1986) 

Perspective Model Focus Concepts 

Shareholder 

Value 

Implication 

Economic • Market Power •  Cross-Subsidization, Mutual Forbearance and 

reciprocal buying 

• Increased 

  • Internal Capital 

Market 

• If external capital markets fail, internal capital markets 

can be used to drive out pure-play firms with anti-
competitive behaviour or conduct venture investments 

• Increased 

Strategic • Resource and 

skills transference 

•  A performance premium is sought by transferring a 

particular parent company skill, such as technology, 

marketing, superior management or distribution 

channels to the target firm 

• Increased 

Finance Theory • Diversification  • Reduces the variance of the conglomerates income 

stream, decreasing the bankruptcy risk while increasing 

the possibilities leverage, the tax shield thus lowering the 
cost of capital 

• Increased 

Managerial •  Manager 
Entrenchment 

• Managers may make themselves indispensable to the 
company 

• Decreased 

 
• Personal Risk 

Reduction 

• Manager may seek to diversify the firm solely because 

they have large investments in both financial and human 

capital within the firm 

• Decreased 

 
• Private Control 

benefits 

• Issues with compensation plans being size-related and 

power incentives resulting in empire building and 
megalomania 

• Decreased 

  • Agency Costs • The free cash flow problem resulting in the 

participation in NPV negative projects for personal gain 

• Decreased 

Organizational •  Coordination 

Costs 

•  The challenges in managing complex and 

heterogeneous organizations 

• Decreased 

 
•  Influence Costs • Misalignment of divisional goals with the overall 

corporate goal of value maximisation to the owners due 

to inter-divisional rivalry and political influence 

• Decreased 

  •  Integration Costs •  The issues of friction and risk of failure from 

integration in the transference of resources and skills 

between business units 

• Decreased 
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3.2 Empirical evidence in Corporate Diversification    

The empirical research involve cross-sectional tests between conglomerates and pure-play firms, event 

period abnormal returns following acquisitions and de-conglomeration event-studies by the effects of 

divesture of non-core business units. Among the various studies cited here some term definition is 

required. Shareholder wealth gains are usually measured by abnormal returns, i.e. return in excess of an 

appropriate benchmark return (Sudarsanam, 2004).  A conglomerate discount indicates that 

conglomerates are traded at a discounted relative to single-segment firms. Excess value in this setting is 
defined as the fundamental value of a listed company in excess of its trading value, thus implying some 

sort of discount applied by investors (John & Ofek, 1995). The following section outlines the findings 

and interpretations from the various points of view.      

The efficiency view (Hite, Owers, & Rogers, 1986) and (Maksimovic & Phillips, 2002) indicates that 

proposals to partial sell-offs are associated with significant average abnormal returns for both sellers and 

buyers arguing that buyers are able to manage assets more efficiently. This evidence suggests that asset 

sales depicts the movement of resources to higher-valued uses rather than assets being mispriced by the 
market before divestiture announcements. Revisiting (Rajan, Servaes, & Zingales, 2000) from the 

organisational model, they find conglomerate discounts ranging from 16%-18%. Their study uses Tobin’s 

q (A20) and sales multiples and find that diversity of investment opportunities among segments increase 

the conglomerate discount. 

The focusing view (John & Ofek, 1995), (Berger & Ofek, 1999) and (Servaes, 1996) indicates that 

conglomerates may sell-off of assets to become more focused and specialized as they effectively reduce 
the conglomerate discount. They find performance improvements of the sellers remaining assets in each 

of the three years following the asset sale. The improvements are even higher for firms that increase their 

focus by selling of assets unrelated to the core operations. Furthermore they find that the positive 

cumulative abnormal returns on refocusing-related announcements are significantly related to the amount 

of value reduction from the sell-off. The evidence of (John & Ofek, 1995) presents the existence of a 

conglomerate discount ranging 13%-15% by finding excess value in conglomerates. The John & Ofek 
(1995) study uses Asset, Sales and EBIT multiples for SOTP valuations across US conglomerates and 

compare them to pure-play peers using a varying degree of specific Standard Industrial Classification 

codes (A19). Servaes (1996) finds evidence suggesting a conglomerate discount ranging 6%-19% across 

the sample period using sales multiples and Tobin’s q.  

The financing view (Shleifer & Vishny, 1992), (Lang & Stulz, 1994) and (Borisova, Kose, & Salotti, 2013) 

outlines that financially constrained firms may dispose of assets to relax credit constraints. They find that 

conglomerates have worse performances than pure-play firms in comparable portfolios.  Furthermore it 
is found that firms in financial distress wanting to sell-off assets leads to prices below value in best use, 

as industry peers often are in financial distress themselves due to both systematic and unsystematic events. 

Research following the financial crisis suggests that 70% of distressed firms increased assets sales during 

the financial crisis compared to 37% of unconstrained firms (Campello, Graham, & Harvey, 2010). The 

financing view extends to (Lamont & Polk, 2002) whom find that exogenous changes is diversity, due to 

industry investment are negatively related to firm value, thus confirming the inefficient internal capital 
market hypothesis. Lamont & Polk (2002) find evidence of a conglomerate discount in the range of 3-

6% using asset multiples. 
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3.3 Equity Analysts Approach to the Conglomerate Discount 

As the empirical findings suggest a discount from corporate diversification it is interesting to review how 

analysts covering the GN Store Nord approach the conglomerate discount. The following section 

presents the results from three interviews with Danish equity analysts. A transcript of the interviews can 

be found in A31. 

3.3.1 What is your approach to the conglomerate discount in your financial 
modelling in general? 

Christian Sørup Ryom– Senior Analyst, Nordea Markets 

 “I do not use conglomerate discounts on the stocks I cover, which are Coloplast, GN Store 

Nord, William Demant, Össyr, Ambu and Aarsleff. My Reason being that I don’t find 
it relevant in the given companies, not even on GN, which is often described as a mini-
conglomerate. Besides this, I am of the opinion that the size of a conglomerate discount in 
valuation often is arbitrary or very theoretical” 

Niels Granholm Leth– Senior Analyst, Carnegie 

“I see the conglomerate discount as the NPV of overhead costs. Meaning the costs associated 
with running a conglomerate” 

Annette Lykke – Senior Analyst, Handelsbanken Capital Markets 

“In my opinion, the SOTP makes best sense when having some very good industry multiples 

to compare with. I do not apply a conglomerate discount to the stocks that I cover.” 

3.3.2 Do you apply a conglomerate discount to GN Store Nord in your valuation? 

Christian Sørup Ryom– Senior Analyst, Nordea Markets 

“As mentioned I do not apply a discount in my valuation of GN, and I do not believe the 
market to apply a discount to the stock. In fact, rather the opposite. For instance, if you do 
a SOTP using multiples with Sonova and Demant as peers to GNH and Logitech or 
Plantronics to GNA, you would presumably find that the stock is trading at a premium.  
GN has clearly defined the management responsibilities in GNH and GNA, if this was 
not the case, there could be a risk due to the conglomerate-like structure of GN.” 

Niels Granholm Leth– Senior Analyst, Carnegie 

“I do not view GN Store Nord as a conglomerate. I see it as a technology firm. GN reports 
in two segments and if valuing the two entities separately, I would subtract the NPV of 
‘other costs’ ” 
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Annette Lykke – Senior Analyst, Handelsbanken Capital Markets 

”I do not apply a conglomerate discount to GN Store Nord, but I also think that it is 
linked to the fact that the segments in GN are performing very well right now. It could 
change if for instance the business was more cyclical than we thought, but right now I don’t 
see a drag to the valuation from the current structure.” 

3.3.3 What is your opinion on the GN strategic committee’s goal of pursuing 
markets out-side-of but related to the core businesses? 

Christian Sørup Ryom– Senior Analyst, Nordea Markets 

“I think each acquisition should be evaluated separately. The latest acquisition (red. Altia 
Systems) makes a good fit to the strategy in GN Audio” 

Niels Granholm Leth– Senior Analyst, Carnegie 

“Most of the business ideas are natural extensions of the existing businesses. It is perfectly 
normal, and many businesses call this ‘Corporate development’. GN has partly developed 
new products from the ground up (red. Falcom) and also acquired technologies (red. Altia). 
I see this as very natural and sound for a company the size of GN Store Nord.” 

Annette Lykke – Senior Analyst, Handelsbanken Capital Markets 

“I see Falcom as kind of a long-shot. Audigy is a natural part of the core-business in the 

US market for GN Hearing. I see the CC&O products getting more consumer centric, 
and some of the lessons learned in consumer audio are applied to the CC&O products” 

Although the interviewed analysts where familiar with the concept of conglomerate discounts, there were 

differences in the interpretation of how it should be incorporated in the financial modelling. Niels 

Granholm Leth from Carnegie pointed towards an approach using the NPV of overhead costs to 

determine the discount. Annette Lykke from Handelsbanken suggested that a discount may be applied 

when the firm is not performing as well. Christian Sørup Ryom from Nordea saw the conglomerate 
discount as either arbitrary or very theoretical. Interestingly. Neither of the three interviewees apply a 

discount to their valuation of GN Store Nord. 
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4. Research Model 

The problem statement answers the question of what is to be investigated, while this research model 

outlines how it should be investigated. The interviewed analysts seemingly refrain from applying a 
discount, while the empirical studies found evidence of the existence of a discount. The reviewed 

empirical evidence investigated the conglomerate discount phenomenon using either valuation multiples 

or Tobin’s q on a large sample size of companies. This thesis takes a case-based approach with the 

purpose of providing a more detailed and in depth analysis of a single company. The SOTP approach is 

applied to gain segmented insights into the core subsidiaries.  

If one considers a case where a high growth segment of a company has a lower return on invested capital 
(ROIC) than a slower-growing segment. In the case of both segments maintaining their ROIC, the overall 

ROIC would decline as the weights of different segments change. By valuing a company by the sum-of-

the-parts, we generate a better valuation estimate and deeper insights to where the conglomerate is 

generating value. SOTP is the standard practice in industry-leading investment banks and a popular 

choice among sophisticated investors (Koller, Goedhart, & David, 2015).  

The research model is built as follows: 

1. Understand the underlying macroeconomic, industry and firm characteristics by 

segment to leverage the mechanics and insights from using a SOTP valuation 

2. Build the financial statements and the budgeted pro forma statements making realistic 

assumptions where incomplete information is present 

3. Estimate the discount rate of the projected financials for each business unit 

4. Test the discounted cash flow valuations based on relevant multiples of peers 

5. Estimate a fair value of the stock price using the SOTP framework 
6. Challenge the SOTP results by providing a sensitivity analysis of key assumptions  
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5. Introduction to GN Store Nord 

2019 marks GN’s 150-year anniversary. The company has historically shown constant change and 

progression – initially connecting the world with the telegraph in the 19th century, diving into radio 
communication in the 1940’s, on to a new era of digital technology and sound engineering in the 21st 

century. As presented in section 3, empirical evidence point towards the existence of a conglomerate 

discount in diversified corporations. These findings establish the relevance of this thesis and whether 

GN’s Stock is currently trading at a conglomerate discount. The following sections presents GN Store 

Nord to provide a more complete understanding of the company in review.  

5.1 History 

5.1.1 A global communication firm from inception (1869-1938) 

The company was founded as The Great Northern Telegraph Company (Det Store Nordiske 
Telegrafselskab A/S) in 1869 by Danish industrial mogul Carl Frederik Tietgen (C.F. Tietgen). It was a 

merger between three newly established telegraph companies building on the technology developed by 

Samuel Morse in the 1830’s and 1840’s (History.com, 2009). The starting point was a concession 

agreement made by C.F. Tietgen with the Russian Tzar in 1869 giving the company exclusive rights (and 

obligations) to establish and run a telegraph line connecting Europe through Russia to the Far East. In 

the following years the telegraph line was expanded in both Europe and Asia – connecting Oslo, London 
and Paris and later along the coast of China and Japan with Hong Kong, Shanghai and Nagasaki. The 

beginning of the 20th century was characterized by several wars and a challenging political climate. While 

World War 1 and the Russian Revolution greatly changed the map of Europe, this only meat an increase 

in the demand for telegraphy. The 1920’s and 1930’s stand as great decades for The Great Northern 

Telegraph Company, establishing themselves as one of the leading international telecommunication 

companies. This came to close by the late 1930’s as wireless telegraphy grew in popularity combined with 
the great damages to telegraphy lines during World War II marking an end of an era for the company 

(GN.com, 2019).  

5.1.2 Initializing the conglomerate structure (1939-1979) 

In 1939 a new strategy was initialized – focusing on a broader segment by investing in various companies 

across sectors starting with the acquisition of portable battery manufacturer Hellesens in 1939. While still 

engaged in the telegraph industry, the company was planning for the post-telegraph future, the GN 

Storno was launched in 1948 creating the first radio telephones. By the 1960’s the company engaged in 

payphones and exported more than 250.000 units to more than 35 countries. During the late 1970’s 

hearing aid manufacturer Danavox (founded 1943) and electrical socket manufacturer LK-NES (A 1968 

merger between Lauritz Knudsen and Nordisk Elektricitets Selskab) was acquired.  

5.1.3 Moving towards the bi-industry conglomerate (1980-2019) 

During the 1980’s and 1990’s the company name was changed to GN Store Nord (GN=Great Nordic) 

during which the company went through a focusing period with divestments of unprofitable or 
strategically unfit subsidiaries. In the early 1990’s following a privatization of the Danish 

telecommunications industry, GN together with BellSouth (US) created Sonofon. The GN share of 

Sonofon (53%) was later sold to Telenor for DKK 13B by mid-2000. In late 2000 GN consisted of the 

three main business segments GN ReSound (Audiologic diagnostics equipment and hearing aids), GN 

Netcom (Call Centres and Office - CC&O and mobile) and GN Nettest (Testing and monitoring 

equipment for optical communication networks). The three core segments were strengthened through 
horizontal integration with the purchase of advanced hands-free headsets manufacturer Jabra (US), 
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optical communication competent manufacturer Photonetics (FR) and hearing aid manufacturer Beltone 

(US) pathing ways for GN ReSound and GN Netcom into the US market. While Nettest’s Danish 
predecessor GIGA was sold to Intel (US) as a high valuation multiple in 2000, GN Nettest failed to adapt 

to the technological developments of the 21st century and was eventually sold in 2003 to a consortium 

group for the price of 1 DKK (GN also agreed to deliver the company debt free but were granted an 

earn-out clause as part of the transaction) netting the group a loss of DKK 9B on their investment (Intel 

News Release, 2000) (Lightwaveonline, 2003). Now a Bi-industry conglomerate operating in four markets 

(Hearing aid, audiologic instruments, CC&O and mobile headsets) GN was (almost) as focused in 

structure as observed today. In 2005 hearing instrument manufacturer Interton Hörgeräte (DE) was 
acquired for DKK 350M, strengthening GN ReSound in the German and US low-mid tier market. In 

2007 GN agreed to sell GN ReSound to Sonova (CH) (at the time Phonak Holding AG) at a valuation 

of DKK 15B which would effectively make GN a pure-play firm with only GN Netcom remaining. 

However, due to a surprise ruling by the German Bundeskartellamt (Federal Cartel Office), the sale did 

not go through. The court ruling was overturned in 2010 by Germany’s Supreme Court, however GN 

communicated that it did not plan to revive the sale to Sonova (Reuters, 2010). 

In the past three years GN has initiated many smaller horizontal acquisitions while also initiating strategic 

partnerships worldwide. In 2016, hearing care practice business and performance management solutions 

provider Audigy Group (US) was acquired by GN at a valuation of USD $151M. This acquisition came 

in the wake of Sonova (CH) acquiring European retail giant AudioNova and William Demant’s (DK) 

acquisition of Audika Groupe (FR) (Taylor, 2016). Following the Audigy Group acquisition, GN Netcom 

– now GN Audio was strengthened in the US market with the purchase of professional headset solutions 
manufacturer VXI Corporation (US) and the Blue Parrot brand, at a valuation of USD $35M (GN, 2019). 

The audiologic instruments manufacturer GN Otometrics was sold in late 2016 to Natus Medical 

Incorporated (US) at a valuation of USD $145M (GN, 2019). In 2018 GN launched GN FalCom, a 

hearing protection solution for defence and security forces. Later in 2018 GN acquired a major stake in 

large Indian communications distributor Innova Telecom (IN). Moreover GN Audio was strengthened 

by the strategic partnership with artificial intelligence based intelligent audio and speech solutions 

company audEERING (DE) acquiring a 25% stake. Being able to recognize emotional states through 
soundscape analysis, audEERING helps GN Audio develop new uses for both professionals and 

consumers.  Most recently, developer of premium video communications solutions Altia Systems (US) 

with the brand PanaCast was acquired at a valuation of USD $125M announced on 19th February 2019 

(GN, 2019). A comprehensive list of GN Store Nord owned businesses can be found in A15 along with 

domicile location, ownership percentages and share capital. A full list of major events can be found in 

A14.  
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5.2 Company Description 

The history of GN presents a company engaged in communications since its foundation. At one point 

destined to become a pure-play audio firm, it stands today as a bi-industry conglomerate at the time of 

writing this thesis. The current company structure can be found in Figure 2. 

Current organizational structure in GN Store Nord: 

 

GN Hearing 

GN operates in the hearing aids industry under the brands ReSound (High-tier - Premium and premium 

plus), Beltone (Mid-tier- Premium) and Interton (low tier - affordable). GN Hearing has a focused 

business model as a dedicated wholesale manufacturer while refraining from vertical integration into retail 

(GN Store Nord, 2019). GN Hearing has its main manufacturing sites in Denmark, China and Malaysia 

as well as local manufacturing sites in the US and Great Britain. GN’s hearing aids are sold in around 100 
countries, consisting of 30 countries with integrated organizations and 70 countries with partners and 

distributors (A17). 

GN Audio 

The Audio segment operates in the Call Centres and Offices (CC&O) endpoints and consumer audio 

markets. An estimated 80-90% (64% in 2010) revenue comes from the CC&O business and the residual 

10-20% from the consumer audio business (36% in 2010) (J.P. Morgan, 2018b). Blue Parrot and Jabra 

supplies endpoints (headsets, video and audio conference endpoints) and partners with various UC 
vendors. GN does not involve itself with hosting services, and communication software platforms 

besides audio-tweaking software. The Jabra product line for call centres and offices are primarily DECT 

(wireless standard) headsets, but also Bluetooth with the Motion Office / Talk / Stealth products. The 

consumer market audio products are marketed in the Elite series under the Jabra brand (GN Store Nord, 

2019). GN Audio’s hardware is manufactured by a few tier-one manufacturers in China with more than 

100 sub-suppliers throughout the Asian Pacific region. A full service logistics provider handles the 

Figure 2: (DKK Million): Authors own compilation based on (GN Store Nord, 2019) Other GN Segment 

disclosures explained in (A16) 
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delivery process from the factory to the buyer. GN’s Audio products are sold through distributors and 

retailers in around 80 countries (A17). 

Other GN 

Falling outside of the group’s core competencies lie Falcom and Audigy. Falcom, draws on competencies 

from both GN Hearing and GN Audio within intelligent audio solutions. Falcom offers a highly durable 

communication headset for defence personnel and armed forces. The Falcom headset protects users 

against large spikes in noise volume while still allowing important sounds in 360 degrees to pass through. 

Falcom is an initiative of GN’s strategy committee whom target corporate level investments outside of, 

but related to GN’s core business areas. The first products were shipped in 2018 and several tender offers 
were given during 2018. Audigy group stands as a supporting business in the US market for hearing aids. 

Their wide distribution channel networks and retail management competencies leverages GN Hearings 

position among US hearing care practices. Going forward both business units are to be reported under 

the GN Hearing segment (A16). 

Recent acquisitions 

A consortium led by Intel Capital Corp sold Altia Systems Inc. to GN Store Nord A/S for USD 125M. 
The transaction was completed on 02/19/2019. The acquisition of Altia Systems strengthens the GN 

Audio division. The Cupertino, California based company offers plug-and-play multi-camera video 

solutions for small collaboration rooms known as “huddle rooms”. Current products are the PanaCast 2 

with PanaCast 3 expected to launch in 2019. The acquisition is not expected to have material impact on 

GN Audio’s underlying financials in 2019, accretive to financials from 2020 onwards (GN Store Nord, 

2019). 
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5.3 GN Store Nord’s Share Price Development 

Figure 3: Stock Price Development and event plot: Denoted in DKK: Authors own compilation based on Bloomberg stock 

data and GN Annual reports (2013-2018) (A14) 

 

Initially GN Store Nords’s share price had a steady increase in the period from 2013-2014 due to both 

realized returns and forward looking guidance of increasing revenue and increased profitability in all 

segments. The period from 2015-2016 had a stable stock price around DKK 130 as investors saw no 

material change to the investment case. From 2017 to mid-2018 the company more than doubled in 

value, reaching an all-time high of DKK 333.13 as a result of great growth prospects, leveraged by the 

successful Resound Linx 3D in Hearing and thriving CC&O and UC markets (GN Store Nord, 2017) 

(GN Store Nord, 2018). The latter part of 2018 displayed a great decrease in value as GN Audio reported 

quarterly lacklustre performances and GN Hearing lost market shares in the US Veterans Affairs (VA) 

segment with a lack of rechargeable hearing aids put to market. However, the downward trend was 

primarily accredited to macroeconomic factors such as geopolitical turmoil regarding FED and ECB 

increasing interest rates, uncertainty regarding Brexit, a slow-down in the Chinese economy and the trade 

war between the US and China with 2018 being the worst year for equities since the financial crisis (GN, 

2019) (Isidore, 2018) (J.P. Morgan, 2018a). From December 2018 until now, the GN stock had a 

resurgence as the group showed promising Q4 earnings, having dealt with the issues regarding the VA 

segment by launching the new ReSound LiNX Quattro regaining market shares rapidly (J.P. Morgan, 

2019). The stock close price was DKK 324.00 at the announcement date of the 2018 annual report on 

27th February 2019. 
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5.4 Summarized - GN Store Nord Infographic 

  

Figure 4 Infographic - Authors own compilation based on (GN Store Nord, 2019), (Commerz Bank, 2019) 
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6. Industry Analysis and Outlook 

This section outlines the industries in which GN Store Nord participates. In the figures and tables of this 

section, GN’s activities and offerings are outlined in orange and dotted outlines indicate partial GN 
participation.  

6.1 The Hearing Aids Industry 

The global hearing aids industry consists of manufacturers, distributors and retailers of hearing aids, 

diagnostics equipment and hearing impairment related products and services. This section presents the 

industry by supply- and value chain, competitions, suppliers, customers and products concluding with 
industry trends and outlook. 

6.1.1 Supply Chain 

The core-business of GN Hearing supplies hearing aids to distributors, larger group buyers as well as 
individual care practices across the world. The supply chain in the hearing aids industry is characterized 

by long and stable relations between market participants. The various parts of the supply chain 

communicate up and down as feedback is greatly appreciated early in- and technological know-how is 

highly valued late in the supply chain. The level of vertical integration varies between the companies 

involved in manufacturing and wholesale. Sonova and William Demant are vertically integrated through 

Audio Nova and Audika Groupé retailers, while GN Hearing has partial retail exposure through Audigy 
Group and small Danish retailer Dansk Hørecenter (Commerz Bank, 2019). An estimated 15% of the 

global retail segment is manufacturer-controlled (Morningstar, 2018). In general, the component 

suppliers are highly fragmented as the typical manufacturer has more than 100 suppliers (HSBC Global 

Research, 2018). Manufacturers and wholesalers are highly consolidated and characterized by 

oligopolistic structures with five players accounting for more than 90% of the market. Distributors and 

retailers are highly fragmented as retailers with below 10 points of sale (PoS) account for 50%, larger 
national and international retail chains account for 20%, government buying groups account for 20% and 

non-specialty chains and others account for 10% of the retail market value (HSBC Global Research, 

2018).  

Figure 5: The hearing aids industry Supply Chain: Authors own compilation 
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and Assembly
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6.1.2 Value Chain 

In general, the hearing aids industry can be split between manufacturers, wholesalers and retailers. 

Hearing aid manufacturers typically advertise their products to consumers, but they sell to buying groups 
and retailers. An estimated 65% of the global market value lies in retail, 6% with wholesalers the residual 

29% with manufacturers. The difference in values are partly reflected in high mark-ups, but to a larger 

extent the service component which is a central part of retail. The typical retail offer is a bundle of one-

third towards the hearing aid device and two-thirds related to fitting, maintenance, care and refitting 

(HSBC Global Research, 2018). The hearing aids industry value chain is illustrated in Figure 6. 

6.1.3 Competition 

Five players - GN Store Nord, Sonova, Sivantos/Widex, Starkley and William Demant dominate the 

hearing aids manufacturing market. All major players are globally focused and compete vigorously with 

multi-brand product-portfolios ranging from affordable to premium offerings. Besides pricing and value 

for money- the key characteristics of differentiation are sound quality, ease of use, connectivity, battery 

life, ability to recharge, reliability and ease of fit. A 2019 report by UBS asked a panel of 500 audiologists 

which brand had the best offering in each category and found that Oticon (William Demant) lead in 
sound quality, Phonak (Sonova) lead in reliability and ease of use, Signia (Sivantos) lead in value for 

money, Resound (GN Store Nord) lead in 

connectivity and the rest being a levelled playing 

field between competitors (UBS, 2019). In the short 

term, audiologists find that Sonova’s recent launch 

of the Marvel flagship product gains momentum, 
with GN’s flagship Quattro losing some of its 

connectivity edge going forward. William Demant is 

losing brand momentum with its current platform 

being outdated (UBS, 2019).  The current hearing aid 

manufacturer’s market shares (post Sivantos/Widex 

deal) can be seen in Figure 7.  The average paid 
prices for hearing aids are concentrated in the USD 

2.300-2.700 range (Hearing Tracker, 2018). Figure 8 
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Figure 6: The hearing aids industry Value Chain: Authors own compilation 
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illustrates the average paid prices of different brands 

in 2018. The prices observed are from US consumers 
and excludes VA, insurance paid, internet purchases 

and other subsidized purchases. The average paid 

prices from various brands all lie within the mid-

range to high-end price-points. Low-end alternatives 

from brands such as Rexton and KS (Costco private 

label) are significantly cheaper. 84% of the 

respondents in the Hearing Tracker survey bought 
two hearing aids (pair) and 16% bought a single 

device. Interestingly, the prices paid relied strongly 

on the channel with the average ReSound device 

costing USD 1.330 in Costco vs. USD 2.650 in 

independent retailers (Hearing Tracker, 2018). This 

reflects the low-tier products (previous generation) 
being sold in Costco, the discounts from volume 

purchases and Costco’s low overheads from using 

shop-in-shops. 

6.1.4 Suppliers 

The suppliers, defined and the providers of raw materials and components to manufacturers are highly 

fragmented. Hearing aid manufacturers source components from a wide array of different medical and 

electronic equipment suppliers, and are able to switch accordingly when technological, legal and quality 

demands shift (HSBC Global Research, 2018). 

6.1.5 Customers 

For hearing aid manufacturers- the retailers and group buyers act at intermediate customers, while the 

products are marketed towards consumers with hearing impairments. As mentioned before, the retail 

market is highly fragmented with independent care practices accounting for around 50% of the market. 
The other half of the market is more concentrated with larger buyer groups such as government agencies 

(US VA, UK NHS) and larger retail groups (Amplifon, Costsco) who benefit from economies of scale 

with discounts on bulk orders. The end users are demographically skewed towards the elderly population 

and penetration rates increase with the degree of hearing loss. Interestingly, penetration rates are not 

linked to the overall reimbursement level in a given country, although short term volatility is observed. 

For instance, Germany and Denmark which have partial and full reimbursement schemes, do not have 

higher penetration rates than countries with no coverage such as the US. The low penetration rates are 
most often linked to the stigma attached to wearing hearing aids. People with mild hearing losses are 

reluctant to purchasing a hearing aid as many see hearing impairment as an indicator of being old or 

disabled. The mildly hearing impaired can also quite easily compensate their hearing loss by turning up 

the television, lip-reading etc. (Commerz Bank, 2019) (HSBC Global Research, 2018). Figure 9 illustrates 

the current penetration rates in the hearing aids industry.  
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Figure 9: Authors own compilation based on (Commerz Bank, 2019) 

 

6.1.6 Products 

Hearing aids are defined as sophisticated sound-amplification devices that help patients suffering from 

hearing loss via small speakers located in the ear canal. The dominating product type is the receiver-in-
the-ear/canal, with an estimated 69% of the total units sold (HSBC Global Research, 2018). The product 

landscape is huge and difficult to review. In order to give an overview, a top-down approach can be 

found in Figure 10. Hearing aids are further defined into a 3-tier system - with below USD 1600 

categorized as low-end, USD 1600-2000 defined as mid-range and above 2000 defined as high-end. High-

end is the dominant segment with 55% market share, followed by mid-range – 35% and low-end 10% 

(Hearing Tracker, 2018). Sophistication of hearing aids correlates directly with price and customers in 
need of a more powerful or a less visible hearing aid tend to be fairly price-insensitive 

 

  

Product Types

Audiologist Mounted Devices

Behind-the-ear

“Typical” hearing 
aid, that sits 
behind the ear and 
transmits sound to 
the ear via a tube.

Hearing Loss Severity: High

Price: Low-High

Units Sold/Total: 13%

Receiver-in-the-
ear/canal

Similar to behind-
the-ear, but 
typically smaller 
and less noticeable 
as the speaker sits 
in the actual ear-
canal. 

HLS: Mid-High

Price: Mid-High

Units Sold/Total: 69%

In-the-ear

Entire Device in the 
ear canal, but still 
visible. Lower 
visibility as shells 
are custom fitted 
though priced 
higher

HLS: Low

Price: High

Units Sold/Total: 11%

Surgically Mounted Devices

Cochlear implants

Implanted device 
that converts 
sounds into 
vibrations that the 
brain sees as 
sounds. Typical 
users are infants

HLS: High- Very High

Price: Very, Very High

Units Sold/Total: 4%

Bone-anchored 
hearing aid

Surgically mounted 
behind the ear, this 
hearing aid sends 
vibrations via the 
bone to the inner 
ear.

HLS: Mid

Price: Very High

Units Sold/Total: 3%

Figure 10: Product Types: Authors own compilation based on (HSBC Global Research, 2018) (GN Store Nord, 2019) 
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6.1.7 Trends and Outlook 

Baby Boomers Support Market Growth 

In recent years, the hearing aids industry has reached record levels of 5% growth in unit terms which is 
the result of boomers approaching retirement age, where hearing impairments are most likely to develop. 

This demographic effect supports the ongoing industry growth although it has been priced in to the listed 

firms for some years now. With the average age of a first-time user of hearing aids being 68, we are likely 

to see increased growth rates going forward. In 1950 there were 204M people over the age of 60, this 

increased to 760M in 2010 and UN estimations show an expected 1.38B people over the age of 60 in 

2030 (3% CAGR, 21.8% of total population) (Commerz Bank, 2019). The numbers are fuelled by the 
fact that life expectancy is increasing as a result of healthier living, less physically straining jobs  and better 

medical treatments (IMF, 2019) (HSBC Global Research, 2018). 

Improved European Momentum 

Historically, Europe has underperformed relative to North America, Asia-Pacific and rest of world with 

low single digit growth rates. This is expected to change going forward as 2018 showed promising results 

with increasing growth rates across all major markets except UK. Germany, the world’s second largest 

hearing aids market after the US, has shown strong momentum as changed reimbursement regulation 
has increased the average selling price (ASP) and raised awareness among the hearing impaired (Commerz 

Bank, 2019). Southern Europe continues to show a strong performance with high single digit growth 

rates, improved penetration and a strong marketing effort by retail giant Amplifon (IT). 

US Private Market Outperforms Veterans Affairs 

In the US, the private market accounts for 80% and VA for the remaining 20% of hearing aids sales. In 

2018, the YoY growth was 6.2% in the private market and 2.6% in the VA market. Costco (US), the most 
important retail channel in the US accounts for 15% of the private market, making the group the largest 

private player in the US, ahead of Amplifon. Costco, a huge membership based retailer have in recent 

years equipped their entire store network of 520 stores with at least two audiologists per store. Costco 

carries two lines of hearing aids: Kirkland Signature (White label product supplied by Sivantos) and 

branded products Phonak, ReSound, Bernafon and Rexton. The VA market historically outperformed 

the private market as their customer base was increasing as many armed forces were subject to loud 

impulse based noises, a customer base with a higher average age and higher VA reimbursements. 
However, since 2015 growth rates have been decreasing as a result of less US involvement in military 

conflicts and frontline warfare, capacity constrains due to a lack of VA audiologists and a consolidation 

of the VA distributional centres requiring veterans to travel long distances to get hearing aids (Commerz 

Bank, 2019).  

Market structure moves to only five players  

The “Big Six” now becomes the “Big Five” as it was announced that family-owned Widex (DK) and PE-
owned (EQT) Sivantos (DE) is merging as of March 2019. The group now has a combined revenue in 

2018 of EUR 1.6B making them a top contender in the industry. With the industry being highly 

consolidated already leads to the natural assumption that less competition will lead to higher prices, 

slower innovation and weaker customer service.  However, within the current competitive climate, big 

changes are not expected to happen and the immediate reaction from competitors has actually resulted 

in lower price points in the entry level segment. The companies are expected to be run with separate sales 
forces and organisations but the group stands to compete more effectively in the entry level segment 

with strong combined product offerings. Sivantos/Widex seek to benefit from synergies in R&D and 

manufacturing (Hearing Tracker, 2019a). GN CFO, Marcus Desimoni stated that GN will seek to 
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capitalize on the organisational turmoil following the merger as he sees it as a short-term market opening 

(MedWatch, 2019).  

"They have a lot of integration- and strategy work to do. It can lead to problems for them and commercial opportunities for 

us. So, this is what we focus on right now," Marcus Desimoni, CFO - GN Store Nord 

Over the Counter Hearing Aids 

The US Food and Drug Administration (FDA) have announced an ambition to create a new category of 

over the counter (OTC) hearing aids. The OTC regulation is expected to have material impact from 2021 

onward, and will primarily affect the entry level segment rather than the premium segment which drives 

most of the market value (HSBC Global Research, 2018).  The intention behind the initiative is to provide 
low-cost hearing aids and improve the current penetration rate of only 25% among the mild to moderately 

hearing impaired in the US (Commerz Bank, 2019). The OTC market offers great opportunities to the 

current competitors as penetration and stigma has been a long-standing issue in the industry. However, 

threats appear in the forms of cannibalisation effects, increased price pressure and threats of new 

entrants. Much is still uncertain as it has not been announced if OTC hearing aids are to be classified as 

medical devices which would require greater regulation and lower the threat of new entrants. One 
possible new entrant is audio giant Bose (US) which got the world’s first self-fitting hearing aid approved 

by the FDA in Oct. 2018 (Commerz Bank, 2019). In the end, it all comes down to the correlation between 

price and penetration rates as a result of a liberalisation of the US hearing aids market. The strategies to 

serve the OTC market also depends on the retail exposure of the manufacturers. Vertically integrated 

players (Sonova, William Demant) will have to incorporate OTC into their current retail strategies and 

try to avoid scenarios with neutral wholesale performance and negative retail performance. Sivantos and 
GN, being pure-play manufacturers are more flexible as they have less exposure to the service part of 

retailing and thus a downside protection from the OTC approval. Overall, the OTC market is more of 

an opportunity than a threat to the industry, while pure-play manufacturers may benefit more. 

Outlook 

In 2018, the global hearing aids market saw a 5.3% unit sales growth and 0.5% price growth. The total 

market size in 2018 was EUR 16B, of which EUR 5.6B lies with manufacturers and wholesalers. The 

compounded annual growth rate (CAGR) from 2014-2018 was 4.5% in unit sales, although low single 
digit price headwind was observed in the period.  Segmented by geography, we saw 4%, 6%, 7% growth 

rates in 2018 for Europe, North America and Asia/rest of world respectively (Commerz Bank, 2019). 

Looking forward, the global hearing aids market is expected to grow by 4% CAGR from 2018-2022 

projecting a total market value of ~EUR 20BN in 2022 assuming constant pricing. The 2018 YoY unit 

growth rates are assumed constant across all geographical regions in the forecast period. Figure 11 

illustrates the market-model going forward.  
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Figure 11: Hearing Aids industry market outlook: Based on (Commerz Bank, 2019) 

 

 

 

 

 

 

 

 

 

6.2 The CC&O Industry 

The global CC&O industry consists of manufacturers and distributors of professional headsets, audio 
and video conferencing endpoints, hosting services and unified communication (UC) software platforms 

(UC explained: A18). This section presents the industry from the point of view of an endpoint hardware 

vendor such as GN Audio. The industry analysis is divided into supply- and value chain, competition, 

suppliers, customers and products concluding with a review of industry trends and outlook. 

6.2.1 Supply Chain 

GN Audio operates in the B2B market by supplying hardware and software to corporations with call-

centric activities. Component suppliers and sub-suppliers are highly fragmented and consist of both raw 

material and component suppliers to both consumer and corporate electronics manufacturers. 

Manufacturers – defined as CC&O brand owners are highly concentrated, while the level of vertical 

integration between CC&O market participants vary greatly. For instance, GN Audio outsources the 
manufacturing to a few tier-one manufacturers and only handles R&D and wholesale (GN Store Nord, 

2019). Poly (Formerly known as Plantronics) on the other hand, manufacture more than 75% of their 

products themselves (Plantronics, 2018). Distribution is partially fragmented with both direct sales to 

end-users (5% channel share) and indirect sales through large tech distributors and headset specialists 

(95% channel share) (Frost & Sullivan, 2014). Enterprise headset vendors have dedicated sales-

organisations in key markets while turning to local distribution partners in smaller markets (GN Store 
Nord, 2019) (Plantronics, 2019). The CC&O industry supply chain can be seen in Figure 12. 

Manufacturing is marked as partial GN participation as they supply blueprints and prototypes through 

the R&D effort. 

Figure 12: The CC&O industry Supply Chain: Authors own compilation 
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6.2.2 Value Chain 

The CC&O endpoints market can be split between manufacturers and distributors. The manufacturers 

often partner with UC-platform providers such as Microsoft, Cisco, Avaya and Unify. The headsets and 
conference endpoints serve as the hardware component of the UC solution which is implemented in 

most large corporations. An estimated 20% of the global market value lies in endpoints, 60% with services 

and the residual 20% with software and platform providers (Frost & Sullivan, 2018a). The CC&O 

endpoints value chain is illustrated in Figure 13. 

 

6.2.3 Competition 

The endpoints market is structured as a duopoly with two large players – GN Audio and Poly (US) as 

well as a number of smaller players – Sennheiser (DE), Logitech (CH), Accutone (UK) and others (See 

A22 for others) (Frost & Sullivan, 2018b). Plantronics was rebranded to Poly in March, 2019 following 
Plantronics’ 2018 acquisition of video conferencing firm Polycom (US) (Poly, 2019). Competition looks 

to intensify going forward, with new entrants Cisco, RTX and NEC looking to capture a share of the 

endpoints market. Innovation in the endpoints market has never been stronger, with many recent product 

announcements featuring active noise cancelling (See 

A24), improved connectivity, true wireless options 

and new built in features. Both GN Audio and Poly 
are globally focused with broad product offerings 

across the professional headsets and conference 

endpoints segments. Apart from pricing, key 

characteristics of differentiation are sound quality, 

connectivity, battery life, UC integration, reliability, 

noise filtering, service and comfort. The current market 

shares of professional headset vendors can be seen in 
Figure 14. The audio conference endpoint market 

shares are 41.7% for Poly, 17.2% for GN Audio, 14.3% 

for Yamaha UC, 11.1% for Avaya and 15.7% for 

others. Further, it is noted that GN Audio dominates 

the USB connected audio conferencing endpoints with 
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Figure 14: Professional Headset Market Shares: (Frost 
& Sullivan, 2018b) 

Figure 13: The CC&O endpoints industry Value Chain: Authors own compilation 
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a 58% market share (5% Poly) while Poly lead the IP audio conferencing segment with a 59% market 

share (GN 0%) (Frost & Sullivan, 2018c). Currently GN has no market share in the video conferencing 
endpoints market, but are expected to gain presence following the 2019 acquisition of Altia Systems and 

the PanaCast brand from 2020 onwards. 

6.2.4 Suppliers 

The suppliers, defined as the suppliers of raw materials and components to endpoint manufacturers are 

highly fragmented. Endpoint manufacturers source components from a wide array of sub-suppliers, 

geographically concentrated in China (Frost & Sullivan, 2018b) (Frost & Sullivan, 2018c).  

6.2.5 Customers 

The intermediate customers of endpoint vendors are primarily resellers and distributors while direct 

selling is minor in the current channel landscape. The consumers of professional headsets are primarily 

call-centric corporations such as call-centres and trading desks as well as task-based offices engaged in 

spoken communication. The end-buyers of headsets vary greatly in size, ranging from SME’s to large 

multinational corporations. Audio and video conference endpoints have a broad appeal, and the 

consumers consist of companies with meeting rooms. There currently are 32.4M small meeting rooms, 
but the majority contain little or no electronics at all. Video conference endpoints have a mere 4.2% 

penetration rate while audio endpoints are more widely adopted in the office space (Frost & Sullivan, 

2018d). The key end-user groups are defined as knowledge workers, contact centre agents, corridor 

warriors, road warriors, home workers, telecommuters, softphone users, and UC client users. 

6.2.6 Products 

The products in the CC&O industry vary greatly, and are all related to communication in one way or the 

other. The product landscape is huge and difficult to review. In order to give an overview, a top-down 

approach can be found in Figure 15 capturing 90% of the USD 34.5B CC&O industry, followed by a 

product overview in Figure 16 of the endpoints-segment in which GN operates. The residual 10% of the 
total CC&O market is related to niche product segments - characterized by small market shares. 
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Figure 15: CC&O Product Overview: Authors own compilation based on (A21), (Frost & Sullivan, 2018a) 
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6.2.7 Trends and Outlook 

UC Adoption Supports Market Growth 

The continued growth of software-based business communication and collaboration services is the main 

catalyst for growth in the endpoints segment. UC adoption is primarily fuelled by the on-going trend of 
digitalisation and generation Y finding their way into the job-market. Businesses seek to lower costs, 

enhance the customer experience and improve productivity through UC solutions (Frost & Sullivan, 

2018b). In terms of digitalisation, a majority of IT decision makers worldwide believe that their 

organisation is late or lagging in digital transformation.  Asian-Pacific organisations have the most 

aggressive UC investment plans in the near term, followed by North America, Europe and Latin America 

(Frost & Sullivan, 2018a). Growth is expected as increased workforce mobility, noisy open-space offices, 
and remote collaboration trends drive the demand going forward. 

Audio-Players Acquire Video Technology 

The “big two” – GN Audio and Poly, have both acquired video conference endpoint manufacturers 

within the last 6 months. With the expected growth in “huddle rooms” and the average meeting-room 

size shrinking, this seems as the natural progression in preparing for future demand. The ratio of people 

to meeting spaces used to be 75 to 1, currently 10 to 1 and 5Y projections show it will be 5:1 in 2022 
(Frost & Sullivan, 2018d). The penetration rate of video endpoints is currently only at 4.2%, and is 

expected to increase rapidly due to increased digitalisation, firms refraining from airfare due to high costs 

and CO2 emission awareness related to CSR (Frost & Sullivan, 2018d). 

Generation Y Shaping the Future Workplace 

Estimates show that generation Y (Millennials) will make up large part of the global workforce by 2025. 

Together with generation X (Born 1977-1994), Gen Y will be key influencers in leading changes to 

workplace habits and communication patterns. Growing up in the digital era, this demographical segment 
is highly tech-savvy and are expected to cause revolutionary changes in terms of connectivity in the 

workplace (Frost & Sullivan, 2018b). It will be crucial for market participants to have Gen Y in mind 

when developing professional video and audio endpoints, conducting marketing campaigns and learning 
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Figure 16: Endpoints Product overview: Authors own compilation based on (A21), (Frost & Sullivan, 2018b) 
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the demands of this user group. Gen Y workers generally demand a high degree of integration, products 

using new technology such as artificial intelligence and machine learning, analytical data-driven insights 
and customizable products and software.   

OEM Partnerships 

The global professional headsets market is becoming increasingly competitive with more UC and 

enterprise communication platform-providers considering selling professional headsets products under 

their own name and branding (Frost & Sullivan, 2018b). Recently, UC-platform provider Cisco launched 

their own line of DECT headsets (Cisco, 2018). Market participants must consider both the benefits and 

threats by entering into the Original Equipment Manufacturer (OEM) business. Market participants may 
offer their expert advice or the possibility to co-develop products in order to maintain revenue levels 

while OEM partnerships most likely will pressure profit margins on branded products.   

Evolving Channel Structure 

The CC&O endpoints channel structure continues to evolve due to shifting technological trends. UC –

growth, evolving workspaces and a new generation of workers all play a part in the way businesses 

purchase communication equipment (Frost & Sullivan, 2018b). Market participants must engage 
proactively with reseller channels to identify opportunity gaps and evaluate how the various channels are 

targeting users. CC&O endpoint manufacturers can also try to seek partnerships with consultative firms 

that offer comprehensive communication solutions that demonstrate the value of advanced professional 

headsets while refraining from resellers offering the classical cookie-cutter sales approach.  

Outlook 

In 2018, the global CC&O endpoints market saw a 9.5% unit sales growth and 6.5% revenue growth 
implying slight ASP (average selling price per unit) pricing headwinds. The total segment size was USD 

1.38B corresponding to approximately 4% of the total CC&O market (USD 34.5B). The historical CAGR 

from 2014-2018 was 8.2% in unit sales. Segmented by geography, we saw 11%, 8%, 9% growth rates for 

Europe, North America and Asia/rest of world respectively (Frost & Sullivan, 2018b). Looking forward, 

the global CC&O endpoints market is expected to grow by 9.6% CAGR from 2018-2022 in unit sales to 

a total of 31.4M units. Revenue CAGR from 2018-2022 is expected at 7.8% to a total of USD 1.77B in 

2022 - implying lower prices per unit going forward (Frost & Sullivan, 2018b) (GN Store Nord, 2019). 
Figure 17 illustrates the market-model going forward. 

Figure 17 : CC&O Endpoints industry market outlook: Based on (Frost & Sullivan, 2018b) 
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7. Strategic Model and Framework  

After establishing the key characteristics of GN Store Nord and the industries in which they operate, the 

following sections aim to identify the non-financial value drivers affecting future growth prospects. The 
strategic analysis is split into external- and internal factors. The internal analysis seeks to identify the 

strengths and weaknesses by analysing company resources that might serve as sustainable competitive 

advantages going forward. The external analysis seeks to identify opportunities and threats through 

analysing industry- and macro factors affecting growth, profitability and risk going forward. This section 

initially introduces the models and frameworks followed by applying the model framework to GN 

Hearing and GN Audio. 

7.1 Model Introduction 

There exists a great number of strategic models and frameworks in economic literature. Considering the 

company and industry under consideration, it is crucial to assess the usefulness of the models applied. 

The Porters Five Forces (Porter, 1979), PESTLE (Aguilar , 1964) and VRIO (Barney & Hesterly, 2005) 

frameworks are chosen for this section as they offer great insights into both external and internal strategic 
factors. The three frameworks, although generic give a comprehensive understanding of the industry, 

macro and firm specific factors in relation to GN Store Nord. The PESTLE analysis achieves a deep 

understanding of the external environment and covers economic, socio-cultural, technological, legal and 

environmental factors. For the purpose of this analysis, the legal and political factors as well as the 

technological and environmental factors are treated simultaneously as they are closely related. The 

Porter’s Five Forces framework provides valuable insights into the bargaining power of different 
stakeholders giving a thorough understanding of the overall industry attractiveness. The five forces model 

looks at the threat of new entrants and substitutes, the bargaining power of customers and suppliers and 

the competitive rivalry of existing competitors. Finally, the VRIO framework links the resources found 

within the firm to the macro and competitive environment through the questions of value, rarity, 

imitability and organisation. The VRIO framework concludes by assessing whether GN has any unique 

and sustainable competitive advantages going forward. Figure 18 illustrates the structure of the strategic 

analysis and how the frameworks and models are interlinked.  
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8. Strategic Analysis - GN Hearing 

This section initially covers the macroeconomic environment, followed by an assessment of the hearing 

aids industry attractiveness and concludes by analysing the resources within GN Hearing. A strategic 
analysis of the security forces hearing aids segment of Falcom will not be covered here. The handling of 

non-core segments is later explained in detail (12.1.1). 

8.1 PESTLE 

8.1.1 Political and Legal Factors 

This section provides insights into the general legal and political environment of GN Hearings 

operations. While trade barriers and large-scale geopolitical turmoil are the focal points, this will be 

assessed from an economic perspective as opposed to a legal perspective. 

GN Hearing is headquartered in Denmark within the European Union but is a globally focussed company 
with customers around the world and manufacturing sites in both Europe, China and the US. The main 

macro-impacts affecting GN Hearing are the ongoing trade war between the US and the rest of the world. 

2018 was a year in which trade conflicts between the world’s superpowers greatly escalated. It was a 

tumultuous year, with US president Donald Trump initially imposing tariffs on solar panels and washing 

machines towards the Asian economies, followed by steel and aluminium tariffs impacting both Europe 

and Asia. The tariffs saw prompt responses from both the EU and China which escalated the trade war 
further towards the end of the year. 2018 also brought good things, as the EU and Japan signed on the 

world’s largest trade agreement to date (DI News, 2019). Going forward, the best-case scenario for GN 

Hearing would be an EU-US agreement to remove the technical trade barriers on medical equipment and 

the world superpowers to agree upon a reform of the World Trade Organisation (WTO) agreements. 

Contrarily, the worst case for GN Hearing would be increased US and Chinese tariffs on raw materials 

and medical equipment - resulting in curbed international trade with increased prices for consumers as 
well as weakened export and growth globally.  

The outcome of the British exit referendum is also of importance as GN Hearing has a UK 

manufacturing site and address the attractive NHS segment of UK consumers. It is still uncertain how 

the EU-UK trade agreements following Brexit will look like, however it is not expected that the 

attractiveness of the UK market will improve given any outcome. 

The FDA’s OTC regulation stands as an opportunity to increase penetration across the US market. While 

OTC mainly targets low-end products, this stands as an attractive opportunity for hearing aid 
manufacturers. GN’s retail experience from GN Audio might materialize as an advantage relative to those 

with integrated audiologist retailers as the channel landscape will shift in the US market. 

The overall effect of the legal- and political environment of GN Hearings 

operations is expected to have a neutral impact in the forecasting horizon. While 

trade conditions within Europe and between the large economies have been 

worsened in the past year, it is uncertain how the future will materialize and impact 

the world economy. Brexit is expected to have a neutral/negative impact. The 

FDA’s OTC regulation improves the outlook from a slight negative to a neutral 

position. 
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8.1.2 Economic Factors 

The hearing aids industry is a typical healthcare sector industry. It is defined by resilient demand – even 

in adverse economic times and is driven largely by demographics (HSBC Global Research, 2018).  The 
market growth is driven by an aging population and more importantly in the economic context – an aging 

population that is increasingly wealthy.  

The real GDP (Explained in: A26) forecasts (Forecast and map: A27) by the IMF show decreasing real 

GDP growth rates in the advanced economies from 2.4% in 2018 to 1.5% in 2022. Emerging and 

developing economies show high but stabilising real GDP growth rates from 4.7% in 2018 to 4.8% in 

2022. In general, the consensus among economists for optimal real GDP growth rates lie in the 2.5-3.5% 
range in which firms profit and jobs are created while inflation is not dramatically increased (Yahya, 

2013).  

The overall effect of economic factors of GN Hearings operations is expected to 

have a good impact in the forecasting horizon. While real GDP growth rates are 
expected to decrease in the advanced economies which are the core markets for 

GN Hearing, the hearing aids industry is not materially impacted by economic 

developments as it benefits on resilient demand, even in adverse economies. 

Furthermore future growth prospects lie in the emerging markets as real GDP 

growth rates are expected to be consistently high in the forecast horizon 

8.1.3 Socio-cultural Factors 

As previously outlined (6.1.7 Trends and Outlook) the industry growth is fuelled by an aging population 
on a global scale. While the industry has always suffered from low penetration rates due to the stigma 

attached to hearing impairment disabilities, penetration rates are much higher for the severely hearing 

impaired- a segment highly skewed towards the elderly population. Furthermore, the OTC initiative is 

expected to involve the wider US population, which in turn can decrease the stigma towards wearing a 

hearing aid.  

The overall effect of socio-cultural factors of GN Hearings operations is expected 

to have a very good impact in the forecasting horizon. The score is impacted by a 

highly beneficial demographic development skewing the average age of the world 

population upwards. The US market penetration rates are likely to increase on both 

audiologist mounted and OTC devices as stigma towards having a hearing 
impairment is likely to decrease in the forecast horizon.  

8.1.4 Technological and Environmental Factors 

The technological and environmental factors in the hearing aids industry have a degree of correlation as 

technological developments have an effect on the environmental impact of the industry. Sustainable 

production, increased CSR efforts and ESG-scores are all buzz-words in the global mega-trend relating 

to climate changes. Today, technological innovations are not only technical product- or service 

improvements but also relate to firms reducing their environmental impact through technology. This 
likely increases R&D-, production- and overall operational costs for hearing aid manufacturers but is 

crucial in maintaining a good relationship with consumers. The hearing aids market is currently in a good 

place with a temporary absence of pricing pressure due to technological innovations that command 

premium pricing. This cannot last forever, at least in the absence of new innovations. Analysts expect 

remote fine tuning to ramp up from the current 8% penetration in the years to come, while audiologist 

familiarity with the technology remains low (Jefferies, 2018). Competitors must continually invest heavily 
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in R&D to stay ahead of competitors and low-cost players as the advanced components of today get 

cheaper (HSBC Global Research, 2018). 

The overall effect of technological and environmental factors of GN Hearings 

operations is expected to have a neutral impact in the forecasting horizon. The 

score is impacted by increasing consumer demands for sustainable production 

methods as companies are expected to lower their environmental impact. 
Furthermore the current industry leaders will have to continually invest heavily in 

R&D to stay ahead of low-cost manufacturers as component prices decrease rapidly 

as they get outdated.  

8.1.5 Total Impact of Macroeconomic Factors 

Based on the GN Hearing PESTLE analysis, the overall macroeconomic factors driving future growth 

prospects in the hearing aids industry is good. Figure 19 illustrates the overall impact. 

Figure 19: PESTLE Results Overview GN Hearing: Authors own Compilation 

  

Very Good

Good

Neutral

Negative

Very Negative



Strategic Analysis - GN Hearing-_  

 

 
Page 35 of 127 

 128 

 

8.2 Porter’s Five Forces 

8.2.1 Threat of New Entrants 

The wholesale and manufacturing market has been sheltered from new market entrants since the 1970’s. 

Panasonic and 3M (US) have tried entering the market with no success as the current 5 market leaders 
hold significant intellectual property, distribution networks and have longstanding relationships with 

government subsidisation programs (HSBC Global Research, 2018).  Producing advanced electro-

medical equipment yield new entrant’s substantial technological hurdles and approval from regional 

medicines agencies such as American FDA, Chinese CFDA and European EMA is very difficult 

(Commerz Bank, 2019). The biggest threat for wholesalers lie in further consolidation as market power 

dynamics might shift as seen with the recent Sivantos/Widex merger. Moreover, significant R&D 
investments from the current market participants yield a high brand loyalty towards their preferred brand. 

Switching costs are high as hearing aids are perceived as a long term investment. In addition, the second-

hand market is non-existent due to hygiene as well as the personalized aspect of fitted hearing aids.   

The credible threat of new entrants is considered to be very low within the hearing 

aids industry. Barriers to entry are high as new entrants face the challenges of high 

capital requirements, no cumulative experience, medicinal agency approval and 

establishment of distribution channel networks. Moreover, switching costs within 

the hearing aids industry is considered high, as the service part is the primary 

expense in retail making hearing aids a long-term investment. The longevity of the 

products further contribute to a high brand loyalty, lowering the threat of new 
entrants.  

8.2.2 Bargaining Power of Suppliers 

Suppliers to the hearing aid manufacturers provide components and raw materials. As the hearing aid 

manufacturers are highly consolidated and large in size, the bargaining power of suppliers is lowered 

(HSBC Global Research, 2018). Suppliers are highly fragmented and market participants are able to 

switch accordingly when technological, legal and quality demands shift. Moreover, no suppliers hold any 

unique components as hearing aid manufacturers mainly source basic components and keep the advanced 
processing to themselves (HSBC Global Research, 2018). The degree of which the suppliers rely on the 

revenue from the hearing aids industry is uncertain, but it is assumed that there will always be suppliers 

to a large market in growth.  

The bargaining power of suppliers is considered to be low within the hearing aids 

industry. The suppliers of hearing aid manufacturers is highly fragmented which 

suggests a low degree of supplier bargaining power. Furthermore, no suppliers hold 

any unique competencies, suggesting a low supplier bargaining power. Finally, the 

degree of supplier reliance upon the hearing aids industry is assumed to be present 

as the market is growing with demographic forecasts suggesting a great market 

outlook.   

8.2.3 Bargaining Power of Buyers 

The retail market is fragmented where some wholesalers are also retailers, while independent care 

practices stands as the dominating channel. There are some exceptions where larger buying groups can 

achieve significant discounts. The groups consist of government agencies such as VA, national healthcare 

providers such as the NHS and larger retail groups such as Amplifon and Costco.  Assessing profitability 

is not simply comparing wholesale prices across markets and dispensers (individual care practices and 
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distributors). For instance, the NHS wholesale price is very low, but manufacturers will not need to 

provide servicing, fitting etc. which they may supply to other dispensers. As mentioned previously (6.1.2 
Value Chain) a large portion of the industry market value lies within retail, as product mark-ups are 

generally high and fitting as well as pre/post services are a large part of the retail bundle. This suggests a 

lower price sensitivity towards the devices as the retail bundle is not very transparent for the consumers. 

Moreover, being a medical device, the hearing aid is a necessity to the moderate- to severely hearing 

impaired, indicating inelastic price sensitivity. Switching costs are moderate.  Retailers can relatively easily 

switch to more competitive brands if needed - however, each brand typically comes with its own fitting 

software complicating the learning process (Morningstar, 2018). Finally, the threat of backwards 
integration is not expected- a result of the high barriers of entry and the large differences between retailing 

and manufacturing.  

The bargaining power of buyers is considered to be moderate within the hearing 

aids industry. The buyers of hearing aid manufacturers vary in size which 

contributes to an overall moderate bargaining power. While larger buyers achieve 

discounts, wholesalers have less obligations in terms of service to the end user. 

Finally, end consumers buy into a retail-bundle where the service component is the 

dominating factor, making it difficult to price the individual device and its value 

contribution to the overall bundle.    

8.2.4 Threat of Substitution 

Products that take a completely different approach to addressing hearing loss do not appear to be on the 

horizon. Through the history of hearing aids and as scientific research underling hearing aids evolves, the 

products themselves tend to be enhanced rather than introducing completely new types of devices (HSBC 

Global Research, 2018). However, this also suggests that manufacturers that are an innovation step ahead 

of competitors will stand as a threat, at least temporarily.  

 The credible threat of substitution is considered to be very low within the hearing 

aids industry. Barriers to entry are high and there are not any new product types on 

the horizon. Cochlear and bone-implanted hearing aids exist, but they are very 

expensive and to not offer the connectivity options of the more traditional hearing 

aid types. This may shift in the long run, while it is not expected within the forecast 
horizon. 

8.2.5 Rivalry among Existing Competitors 

As previously outlined (6.1.3 Competition) the hearing aid manufacturers are concentrated in an 

oligopolistic competitive structure where market participants are very equal in size and power. The 

industry outlook shows moderate market growth in the forecast horizon as penetration rates are still 

relatively low. The 2019 Sivantos/Widex merger serves as a threat to the remaining competitors. Sivantos 

has a strong position with larger retail chains such as Aplifon and Costco and Widex has traditionally 
been strong in the high-priced independent care practices (HSBC Global Research, 2018). The combined 

R&D effort could serve as a threat in the long run but is not expected to create any short-term headwind 

for its peers. Competition continues to be fierce with many expected product launches and M&A activity 

in the coming years. GN, in the midst of a product launch cycle have a strong product offering in the 

premium segment. William Demant is currently behind on technological innovations, but are expected 

to launch new products in their Oticon portfolio in the short term. Sonova, the current market leader 
has recently shown underwhelming organic growth with the SOON 2.4GHz series compared to its peers 

and is also expected to enter a new launch cycle in the short term (Jefferies, 2018). 
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The rivalry among existing competitors is considered high within the hearing aids 

industry. The current competitors are very equal in size and rely heavily on new 

product launches and retail channel relationships. While brand loyalty is high, 

audiologist recommendations way heavy in the end-user purchase decision, 

especially for first time users. The overall outlook of the market shows moderate 

market growth and the continuously low penetration rates foster an intense 
competitive environment.  

8.2.6 Overall Effect of the Five Competitive Forces 

Figure 20 illustrates the overall industry attractiveness of the hearing aids industry. The industry is 

attractive for the current market participants, with the four surrounding forces in the very low-moderate 

range. The most dominant force is considered to be the rivalry among existing competitors as constant 

innovation is pivotal in maintaining market shares. The industry is generally sheltered from the threat 

new entrants, substitutes and the bargaining power of suppliers is low. The bargaining power of buyers 
is mixed as the channel structure consists of both large and small buyers, earning an overall moderate 

score.  

Figure 20: Overall Strength of the Five Competitive Forces – GN Hearing: Authors own compilation 

 

8.3 VRIO 

8.3.1 Product Innovation and Partnerships 

GN brands itself as the innovation leader in hearing aids. The company has had many “firsts” and 

generally rely heavily on R&D to continuously exceed the expectations of the target consumer. GN 

Hearing was first to implement directional hearing through their ‘Binaural Directionality’ which is now 

in its 3rd generation state. In 2014, GN Hearing launched the first Made for Apple hearing aids that offers 

direct stereo sound streaming from Apple devices. Furthermore, they launched the first cloud-based 

remote fine-tuning platform. The platform makes is possible for the user to call an audiologist and fine-
tune the hearing-aid in real-time. GN Hearing recently partnered with Google and plans to become the 

first to offer direct audio streaming from Android (Google’s mobile operating system) to hearing aids 

(GN Store Nord, 2019) (GN Store Nord, 2018). In 2018, GN ReSound partnered with Cochlear – the 

largest manufacturer of implanted hearing aids, forming the ‘Smart Hearing Alliance’ (GN Store Nord, 

2018b). Users with implanted hearing aids often have a traditional over-the-ear hearing aid on the other 

ear, making the partnership mutually beneficial as no other brands offer integrated bi-modal hearing 
solutions. GN also partnered with German AI firm audEERING to develop emotional AI solutions 

together with the GN Advanced Science unit for both hearing aids and professional headsets. In August 

2018, GN Hearing launched the first hearing aid in the premium-plus category called ReSound LiNX 
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Quattro, which has a new chip-platform offering better sound quality than competitors. Over time, 

technological differentiation between the “big five” has become less pronounced, but there is a perceived 
differentiation of GN in the eyes of users and audiologists which relates to prior experience with the 

brand (Morningstar, 2018). A 2019 survey by Hearing Tracker showed that GN is leading in sound quality 

and connectivity (Hearing Tracker, 2019b). Today everyone has a smartphone and paired with the 

popularity of music and video streaming, the sound and connectivity-edge might be what closes the 

market-share gap between GN Hearing and its closest competitors going forward.  However the 

“perceived leader” advantage might only be for a limited time and GN Hearing must maintain its pace 

of innovation and product launches to defend and grow its market share.  

8.3.2 Strategic Agility 

GN Hearing has a lean business model, refraining from vertical integration (Partly: GN is involved in 

retail through Audigy -retail management and Dansk Hørecenter – a small Danish retailer with 25 shops) 
which ensures that GN can react swiftly to changes in the channel landscape, such as the new OTC 

regulation, e-commerce and others. GN Hearing stands in contrast to the retail expansion undertaken by 

its peers, William Demant and Sonova. GN’s competitive advantage as a pure-play manufacturer is not 

currently at risk as only 15% of the retail market is controlled by manufacturers (Morningstar, 2018). One 

possible upside for GN would be independent retailers refraining from carrying brands with integrated 

retail as they serve as direct competition. The industry is becoming increasingly bifurcated as independent 
care practices are under pressure from big-box retailers and manufacturer owned retailers. In the future, 

GN might be forced to revisit the retail strategy if the trend of manufacturer retail integration proves 

successful.  

8.3.3 Synergies with GN Audio 

GN Hearing and GN Audio are kept mostly separate through all parts of the supply chain. Historically, 

GN has been the only company in hearing that has an integrated audio business, therefore deserving 

further investigation. William Demant have attempted to enter the CC&O market recently. However, 

William Demant and Sennheiser ended their joint venture into CC&O and gaming headsets in 2018 

(effective 2020). William Demant will be taking over the gaming and CC&O headsets manufacturing and 
the distribution previously handled by Sennheiser. With both GN businesses dealing with sound and 

connectivity, there might be some R&D and technology share synergies (J.P. Morgan, 2018b). Namely 

the connectivity components might allow GN to spread R&D expenses across two revenue bases and 

gain a cost-advantage. However, the connectivity protocols of GN Hearing are primarily Bluetooth and 

direct OS streaming while GN Audio primarily uses the DECT-protocol (Bluetooth is used in the 

consumer audio division). Looking ahead, the retail experience from consumer audio might be beneficial 

to GN Hearing as OTC regulation is introduced. Recently, collaboration between the business segments 
resulted in the launch of Falcom. Falcom, reported under GN Hearing, is a result of a joint-R&D effort 

between the two. The success of this new venture is still to be determined but is in line with GN’s strategic 

committee’s goal of pursuing markets out-side-of but related to the core businesses.  However, with 

reference to (3 Conglomerate Mergers and the Conglomerate Discount) there are many issues from 

corporate diversification and empirical evidence suggests further discounting to the stock of GN Store 

Nord following the Falcom launch.  
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8.3.4 Summary of the VRIO Analysis 

GN Hearings sustained competitive advantages consist of both tangible and intangible resources. 

Through the analysis it was identified that GN Hearings innovation leadership position and partnerships 
is the most significant resource to sustain a competitive advantage. Namely sound quality and 

connectivity are highlights of the product portfolio, and continued innovation leadership in these 

parameters are crucial to the success of GN Hearing going forward. With an increase in music 

consumption and streaming service popularity the resource is assessed as very valuable going forward. 

The strategic agility of the focused organisation is seen as valuable as it offers come advantages over the 

integrated manufacturers. However it is neither rare nor imperfectly imitable and other top competitors 
follow the focused strategy of GN. Synergies with audio are rare but the value is still to be determined 

with the Falcom launch. R&D synergies might be present, but are not perceived as significant as there 

are large differences between medical hearing aids and professional headsets. Combining the three 

resources analysed here, GN could potentially form a winning strategy. Although highly dependent on a 

maintained innovation leadership, benefits of strategic agility and the outcome of synergetic business 

ventures such as Falcom. 

Figure 21: Summary of VRIO analysis: GN Hearing: Authors own compilation 
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9. Strategic Analysis - GN Audio 

This section initially covers the macroeconomic environment, followed by an assessment of the CC&O 

endpoints industry attractiveness and concludes by analysing the resources within GN Audio. A strategic 
analysis of the consumer audio segment will not be covered here, as it holds little significance when 

looking at GN Store Nord as a whole and does not fit within the scope and size constrains of this thesis. 

A brief assessment of the consumer audio segment can be found in (A13). The forecasting of consumer 

audio is explained in detail in (12.1.1). 

9.1 PESTLE 

9.1.1 Political and Legal Factors 

The political and legal factors affecting GN Audio’s operations are similar to what was outlined in the 

PESTLE analysis of GN Hearing. Geopolitical turmoil, trade barriers and the British referendum have 
global impacts and the various scenarios will also impact GN Audio. While GN Audio is not affected by 

medical tariffs and OTC hearing aid regulation, the CC&O business is highly sensitive to whether 

corporations are in a favourable or hostile legislative environment. Acknowledging that business friendly 

judicial environments also affect the general economy, companies with B2B consumers are impacted 

much faster following new regulation relative to B2C consumer industries.  Highly relevant to endpoint 

manufacturers are the trade barriers between China and the rest of the world as 95% of CC&O products 
are manufactured here (Frost & Sullivan, 2014). GN Audio have outsourced the manufacturing function 

which on one hand makes them flexible in terms of switching to suppliers in other countries if the trade 

war escalates, but on the other hands yields higher costs and less direct control in this part of the supply 

chain.  

 The overall effect of legal- and political environment of GN Audio’s operations is 

expected to have a neutral impact in the forecasting horizon. Trade conditions 

within Europe and between the large economies have been harsh in the past year, 

however outsourced manufacturing sites gives GN Audio some flexibility. The 

flexibility might be hindered as manufacturing partnerships often rely on contracts 

and are not immediately cancellable (Frost & Sullivan, 2014). 
  

9.1.2 Economic Factors 

The CC&O industry is characteristic by B2B customer relationships ranging from SME’s to large 

multinational corporations. The CC&O endpoints market is highly cyclical with UC and communication 

investments being greatly correlated with macroeconomic factors and systematic changes in the overall 

economy (See A25 for Hearing vs. Audio comparison) (Frost & Sullivan, 2018a). While headsets and 

conference endpoints are not perceived as discretionary items, companies will hold back on new 
investments and upgrades to the existing communication infrastructure in times of recession. 

Furthermore, the CC&O industry is highly dependent on the unemployment rate as unit sales are closely 

tied to employee headcounts in the office space. The unemployment rate forecasts (See forecast and map 

in 0) by the IMF show decreasing unemployment rates in the advanced economies from 5.2% in 2018 to 

4.8% in 2022 indicating a positive outlook in the forecasting horizon.  
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The overall effect of economic factors of GN Audio’s operations is expected to 

have a good impact in the forecasting horizon. While real GDP growth rates are 

expected to decrease in the advanced economies which are the core markets for 

GN Audio, the forecasted unemployment rates in the same countries look 

promising. As outlined earlier, the real GDP growth rates in emerging economies 

are expected to be consistently high in the forecast horizon, positively impacting 
the outlook. 

9.1.3 Socio- Cultural Factors 

As previously outlined, the industry growth is fuelled by the entrance of millennials into the workforce. 
Growing up in the digital era, this technically savvy segment will drive a higher demand for innovative 
and advanced communication solutions. GN Audio must continue to excite and work closely with UC-
vendors to meet the challenging demands of new user-groups. Furthermore, millennials are expected to 
dramatically change channel structure shifting to more complete communication solutions, integrated 
across both written and vocal communication formats. 

The overall effect of socio-cultural factors of GN Audio’s operations is expected 

to have a good impact in the forecasting horizon. The score is impacted by GN 
Audio investing heavily in R&D and providing innovative products as part of their 

strategy. Furthermore, GN Audio already have partnerships in place with large-scale 

UC platform providers such as Microsoft, Cisco, Avaya, Unify and others. This puts 

GN Audio in a good position towards the expected channel structure shift 

following Gen Y’s entrance to the workforce. 

9.1.4 Technological and Environmental Factors 

Similar to GN Hearing, the audio segment is also affected by the sustainability mega-trend. Sustainable 
production is increasing in relevancy and GN Audio’s outsourced manufacturing sites may be of 

hindrance with the lack of control towards third parties. In addition, the CC&O endpoints segment is 

very exposed to technological innovations from consumer-tech giants such as Google, Apple and 

Microsoft as innovation is much faster relative to the healthcare industry. Barriers of entry are also lower 

as non-medical products can be put to market much faster. The consumer audio industry has recently 

seen a surge in the popularity of true wireless earbuds with voice assistant integration such as Google 
Assistant and Siri (Apple). Analysts expect a spill-over to the CC&O endpoints segment in the following 

years when ANC and battery life have improved (Frost & Sullivan, 2018b). Conference endpoints are 

also at liberty to be taken over by tech giants if they chose to convert home-assistants such as Amazon 

Alexa, Google Home and Apple Homepod to corporate versions (Frost & Sullivan, 2018a). Currently, 

market leaders Poly and GN Audio benefit from a lack of competition, but the future is uncertain as 

tech-giants could make their way into the attractive CC&O market.  

The overall effect of technological and environmental factors of GN Audio’s 

operations is expected to have a neutral impact in the forecasting horizon. The 

score is impacted negatively by the potential cross-selling from consumer tech-

giants. However, the current industry leaders benefit from a lack of competition, 
although large investments into R&D is still necessary to maintain market shares. 

Sustainability is still an overall trend and market participants are expected to limit 

their environmental impact.    
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9.1.5 Total Impact of Macroeconomic Factors 

Based on the GN Audio PESTLE analysis, the overall macroeconomic factors driving future growth 

prospects in the CC&O endpoints segment is good/neutral. Figure 22 illustrates the overall impact in 
the forecasting horizon. 

Figure 22: PESTLE Results Overview GN Audio: Authors own Compilation 

 

9.2 Porter’s Five Forces 

9.2.1 Threat of New Entrants 

The current CC&O endpoints market is currently dominated by GN Audio and Poly. However, the 

industry faces threats of new entrants from multiple directions. New entrants such as RTX, William 

Demant and NEC have recently launched CC&O endpoints and are looking to capture a share of the 

market. UC-vendor’s entering into the endpoints-segment are a threat, but also an opportunity for OEM 

partnerships. Finally, consumer tech giants such as Microsoft, Amazon and Apple stand as a potential 
threat as they hold significant financial strength and strong hardware and software capabilities. Barriers 

of entry in the non-UC enabled headsets market are considered to be low-moderate as they require less 

advanced integration with software platforms and operating systems. UC-enabled headsets have 

moderate-high barriers of entry as market participants have strong relationships and partnerships with 

the major UC-platform providers. Furthermore, the UC-segment of endpoints demand a more advanced 

R&D effort increasing the capital requirement to enter.  

The credible threat of new entrants is considered to be moderate within the CC&O 

endpoints industry. Barriers to entry vary by product and new entrants face the 

challenges brand recognition, R&D efforts, establishment of distribution channel 

networks and UC-partnerships. While the industry faces many potential new 
entrants, the market might be too small in size for the very big tech-firms to 

consider moving into CC&O endpoints. The biggest threat lie with UC-vendors 

integrating to self-manufactured endpoint hardware without partnering with the 

current market participants. 
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9.2.2 Bargaining Power of Suppliers 

Suppliers to the CC&O endpoint manufacturers provide components and raw materials. As the CC&O 

players are highly consolidated and large in size, the bargaining power of suppliers is considered low 
(Frost & Sullivan, 2018b). Suppliers are highly fragmented and market participants are able to switch 

accordingly when technological demands shift. GN Audio has outsourced the manufacturing function 

while Poly manufacturers most of their products themselves (GN Store Nord, 2019) (Plantronics, 2019). 

The degree of which the suppliers rely on the revenue from the CC&O industry is uncertain, but it is 

assumed that there will always be suppliers to the consumer electronics industry, which can also supply 

CC&O endpoint manufactures. 

The bargaining power of suppliers is considered to be low within the CC&O 

endpoints industry. The suppliers of professional headsets and conference 

endpoints are highly fragmented which suggests a low degree of supplier bargaining 

power. Furthermore, no suppliers hold any unique competencies, suggesting a low 
supplier bargaining power. Finally, the degree of supplier reliance upon the hearing 

aids industry is assumed to be present with the possible cross-selling from consumer 

electronics suppliers.   

9.2.3 Bargaining Power of Buyers 

The buyers in the CC&O endpoints industry are mostly distributors and resellers. Direct selling make 

out approximately 5% of the market and is not common in the CC&O endpoints market. There are many 

regional distributors consisting of both consultancy-like communication providers and cookie-cutter 
resellers in the B2B market. The SME market is large but remains under-penetrated in the UC segment 

with only 21% adopting an integrated IT and telephony system in the UK (PWC, 2015). GN estimations 

suggest that between 50-70% of SME’s in developed countries expect to buy a UC-solution within three 

years (GN Store Nord, 2016). GN’s leading position in UC enabled headsets positions them to capture 

a part of the SME market growth. The resellers and distributors are large in size, but there are many of 

them within each region (Frost & Sullivan, 2018b).  

The bargaining power of buyers is considered to be moderate within the CC&O 

endpoints industry. There are many buyers of endpoints of varying size, adding to 

a moderate bargaining power. Direct selling remains insignificant but stand as an 

opportunity for market participants as they have a higher bargaining power relative 
to distributors. Finally, the expected growth in SME’s with UC-platforms offer the 

opportunity to decrease the bargaining power of the buyers as the quantities are 

much lower.  

9.2.4 Threat of Substitution 

Products that take a completely different approach to professional headsets and conference endpoints 

do not appear to be on the horizon. The CC&O products themselves tend to be enhanced rather than 

introducing completely new types of devices. Historically, improvements are mainly related to wireless 
connectivity, ANC, battery life, software integration as well as sound- and microphone quality. New 

technologies are primarily developed in the consumer electronics industry followed by a CC&O adoption 

to the demands of professional users (Frost & Sullivan, 2018a).  Among the market leaders, recent M&A 

activity suggest that combined video/audio conferencing endpoints are to be expected in the future. This 

is most likely as result of remote collaboration driving a demand for more immersive communication 

solutions. Barriers of entry towards creating a revolutionizing communication product is considered very 
high.  
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 The credible threat of substitution is considered to be low within the CC&O 

endpoints industry. Barriers to entry are considered high and there are not any new 

product types on the horizon. New integrated audio and video conferencing 

endpoints are expected to come from within the industry, effectively lowering the 

threat of substitution. Product improvements are expected to be developed in the 
consumer electronics industry with a following spill-over to the CC&O market. 

Finally, no substitute products are expected to materialize within the forecast 

horizon. 

9.2.5 Rivalry among Existing Competitors 

The professional audio market benefits from favourable trends. Increased workforce mobility, noisy 

open-space offices and remote collaboration drives the growth of the industry. While the two current 

market leaders are perceived as rivals, they actually compete in different segments of the CC&O 
endpoints market (Morningstar, 2018). 

Figure 23 shows GN Audio and Poly’s 

historical sales and growth in CC&O 

endpoints market (including both 

traditional and UC enabled endpoints). 

The chart illustrates Poly’s strong 
position in the larger but slower 

growing traditional headset market, 

while GN is growing much faster due to 

its position in the fast-growing but 

smaller UC market.  

Smaller players Sennheiser, Accutone 
and Logitech as well a new competitors 

RTX, William Demant, NEC and Cisco 

are the biggest threat to the current 

market leaders. Heavy R&D 

investments are expected from all market participants, and the possibility of UC-vendors (such as Cisco) 

entering into endpoints hardware is a credible threat in the short- to mid-term outlook.  

The rivalry among existing competitors is considered moderate within the CC&O 

endpoints industry. The market leaders are very equal in size, but hold leadership 

positions in different sub-segments of the market. Market participants rely heavily 

on new product launches and distribution channel management. The overall 

outlook of the market shows respectable market growth rates which fosters a 
moderate but intensifying competitive environment in the forecast horizon. 
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Figure 23 Organic Growth Plantronics VS. GN Audio:  

 Source: (J.P. Morgan, 2018b) 
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9.2.6 Overall Effect of the Five Competitive Forces 

Figure 24 illustrates the overall industry attractiveness of the CC&O endpoints industry. The industry is 

moderately attractive for the current market participants, with the four surrounding forces in the low-
moderate range. The most dominant force for audio is considered to be the rivalry among existing 

competitors. New entrants should be worrying for the current market participants while the force is 

considered to be moderate due to the current market structure.  The industry is generally sheltered from 

the threat of substitution and the bargaining power of suppliers is low. The bargaining power of buyers 

is mixed as the channel structure consists of both large and small distributors as well as direct selling.  

Figure 24: Overall Strength of the Five Competitive Forces – GN Audio: Authors own compilation 

 

 

9.3 VRIO 

9.3.1 Brand Reputation 

Studies show that IT procurement teams select products based on brand reliability and durability, quality 

of sound, look and feel, competitive pricing and broad product compatibility with the enterprise software 

ecosystem (Morningstar, 2018). Furthermore, corporate buyers prefer to work with manufacturers that 
have been in the market for a long time to avoid product failure. Furthermore, they prioritize 

manufacturers with local support centres (Frost & Sullivan, 2014). GN Audio with the Jabra and Blue 

Parrot brands are positioned very well in the market and cater to the demands of IT procurement teams.  

Given the technological qualities, wide product offerings, persistence in the market and local customer 

support, GN has built a strong brand reputation. Close competitor – Poly has similar brand 

characteristics, but GN Audio is the preferred choice among the largest corporations. GN Audio have 

contributed hardware in UC rollouts to 90 out of the Fortune 100 companies which contributes to an 
edge in brand reputation over Poly (Jabra, 2019).  

9.3.2 UC Leadership 

While GN Audio is still second to Poly in the total CC&O endpoints market, they are leading in the 
growing market of UC-enabled headsets and conference endpoints. Organic revenue growth for GN 
Audio was 21% in 2018. GN Audio’s own 2019 financial outlook is estimated at 15% organic revenue 
growth in 2019 (GN Store Nord, 2019). As previously outlined the UC market is growing due to trends 
of workforce mobility, noisy open-space offices and remote working. Thus, GN Audio is positioned 
very well given the current trends and outlook of the CC&O endpoints segment. As noted in 
(8.2.1Threat of New Entrants) there is a threat of UC-vendors entering into the market. This is the 
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main issue for GN Audio and given this scenario, double digit organic growth rates cannot be expected 
in the long run. However, the favourable market trends paired with GN Audio’s current leadership 
position in UC contributes to a potential sustained competitive advantage going forward.  

9.3.3 Summary of the VRIO Analysis 

GN Audio’s sustained competitive advantages consist of both tangible and intangible resources. Through 
the analysis it was identified that GN Audios brand recognition is the most significant resource to sustain 

a competitive advantage. Namely, the strong brand value, product portfolio and being the preferred brand 

of very large corporations highlights the recent success of GN Audio. With the increase in workforce 

mobility, noisy open-space offices and remote collaboration the resource is assessed as very valuable 

going forward. The leadership in UC-enabled headsets and conference endpoints is seen as valuable as it 

is a market in high growth. However, the threat of UC-providers entering the market and Poly improving 
their UC offering could cloud the market outlook of GN Audio. Combining the two resources analysed 

here, GN Audio could potentially form a successful strategy. The success going forward is highly 

dependent on maintaining the strong brand reputation, defending the UC-leadership and hoping for a 

lack of new entrants.  

Figure 25: Summary of VRIO analysis – GN Audio: Authors Own Compilation  

Resource / 

Capability 
Valuable? Rare? 

Imperfectly 

imitable 

Organized 

Properly 

Competitive 

Implications 

Economic 

Implications 

Brand 

Reputation 

 

1 

  

Sustained 

advantage   
Above Normal 

UC Leadership 

    

Parity Normal 

1 Rare in the UC-segment, while Poly has similar brand reputation in the traditional CC&O segment   

                                                 

 

 



Financial Analysis-_  

 

 
Page 47 of 127 

 128 

 

10. Financial Analysis 

Initially, this section states the assumptions underlying the reclassification of the financial statements. As 

the IFRS reporting standard does not separate operating- from financing activities it is necessary to 
reclassify the financial statements to uncover the value creation from core operating activities (Petersen, 

Plenborg, & Kinserdal, 2017, p.68). Assumptions are made as the segment disclosures in GN Store 

Nord’s annual reports do not report all income statement and balance sheet items separately. Various 

assumptions to the allocation of other group expenses and balance sheet items have been made to present 

the most accurate base for the forecasting of the pro-forma budgeting. 

Moreover, this section seeks to define comparable peer groups for the different business units of GN 
Store Nord. The peer groups will be used in deriving valuation multiples as a ‘sanity-check’ relative to 

the forthcoming discounted cash flow valuation. Furthermore, the selected peer group will be used to 

benchmark the financial performance of GN Hearing and GN Audio. In addition, a profitability analysis 

by segment is conducted through a decomposed ROIC performance assessment by its underlying drivers. 

The historical financial performance is analysed to enable a credible forecasting in the pro-forma 

budgeting segment.  

Finally, an assessment of the operational and financial risks of GN Store Nord is performed. The analysis 

focusses on liquidity risk and operational risk management.  

10.1 Reclassification of Financial Statements 

Before reclassifying the financial statements, it is necessary to approximate how the business units would 

look like if they were stand-alone companies (Koller, Goedhart, & David, 2015). Therefore, 
considerations towards allocating corporate overhead costs, dealing with intercompany transactions, 

understanding the financials of subsidiaries and navigating incomplete public information has been made.     

The reclassified analytical income statements require all accounting items to be classified as either 

operational or financial in nature. The analytical income statements result in net operating profit after tax 

(NOPAT). Net financial expenses and the tax shield (deferred taxes due to interest payments) together 

with NOPAT yields the net earnings stated in the annual reports. NOPAT is a key performance measure 

as it shows the firms profit from core operational activities regardless of how the firm is financed 
(Petersen, Plenborg, & Kinserdal, 2017, p.112). The reclassified balance sheets are also divided into 

operational and financial items, and result in net operating assets (invested capital). Invested capital is a 

measure of the total investment in the operating activities that have a required return (Petersen, Plenborg, 

& Kinserdal, 2017, p.114). The income statement and balance sheets of GN Audio and GN hearing have 

been reclassified using financial information in the segment disclosures of GN annual reports from 2014-

2018. The items listed are from continuing operations, thus excluding divestments to provide a true 
picture of the organisation going forward. It should be noted that items from 2014-2017 are not adjusted 

for changes to IFRS 9 and IFRS 15, however the impact is assumed insignificant (GN Store Nord, 2019). 

The reported financials by segment can be found in A2 and the reclassified financial statements can be 

found in A3 and A4. 

10.1.1 Analytical Income Statements 

The financial data has been retrieved from GN Store Nord annuals reports 2014-2018 ‘Financial 

statements – Section 2 Results of the year – 2.1 Segment disclosures’. GN segment disclosures report 

under four categories: GN Hearing, GN Audio, Other GN and Eliminations (inter-company 

transactions). ‘Other GN’, explained in A16 define the shared group function expenses which have been 

split evenly between GN Audio and GN Hearing as it is expected that these costs would still occur if the 
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companies were run as separate entities. Eliminations are disregarded as they simply involve 

intercompany transactions between the core business segments and the group company with no real-
business cross-selling, why no impact is assumed.  Every allocation of line-items labelled ‘other’ have 

been verified by summing the segmented analytical income statements into an analytical group statement 

that matches the reported financials (A5). While the group analytical income statement will not be used 

in the SOTP valuation, it serves as a verification of the allocation methodology by matching reported 

financials to the reclassified.  

Production Costs 

The consolidated GN income statements report EBITA after production costs, thus including 
depreciation related to costs of operations and production. In order to forecast clean operational costs 

and depreciation separately, the item has been cleaned from depreciations by triangulating the 

depreciation item using the EBITDA disclosures of ‘section 2.1 Other segment disclosures’ in the annual 

reports (𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 = 𝐸𝐵𝐼𝑇𝐴 − 𝐸𝐵𝐼𝑇𝐷𝐴). To provide the most accurate picture of the continued 

operating profitability, EBITDA is excluding gain (loss) on divestments of operations. 

EBIT and Marginal Tax Rate 

GN only reports the after-tax net profit of the year on a group level. Therefore, the reported segment 

EBIT’s have been re-estimated to include the negative operating income of the group function distributed 

evenly. In turn, this effects the estimated operating income tax (Tax on EBIT). Refraining from using 

the effective tax rate (which includes financial items), the marginal tax rate has been calculated from 

cleaning the effective tax rate from financial items) (reported in GN annual report’s Section 4.4 Financial 

Income and expenses) (Petersen, Plenborg, & Kinserdal, 2017, p. 112-113).  

Tax Shield 

Similar to the calculation done for tax on EBIT to arrive at NOPAT, the tax shield represents the 

deductibility of net financial expenses (NFE) to arrive at NFE after tax. The tax shield is calculated as 

the sum of before tax NFE and estimated NOPAT compared to the reported net profit of the year. By 

deducting NFE after tax (Financial) from NOPAT (Operational) we arrive at an after-tax net profit of 

the year that corresponds with the reported after-tax net earnings.  

10.1.2 Analytical Balance Sheets 

GN also reports the segment disclosed balance sheets by GN Hearing, GN Audio, Other GN and 

Eliminations. The assets of the group entity are allocated evenly between GN Audio and GN Hearing. 
Furthermore, ‘Other GN’ assets such as tax receivables and other receivables have been allocated evenly 

between the two segments. In general, the group function assets are very small and do not impact the 

overall representation of each business segment materially. On the liability side of the balance sheet, the 

items are mostly reported separately which eases the segmentation. However, non-current bank loans are 

only reported on the group level and equity is reported with positive holdings in Hearing/Audio and a 

large negative item in ‘Other GN’. 

Non-Current Bank Loans 

Non-current bank loans are a dominant component of net interest bearing debt (NIBD). The item is 

only reported on a group level why further allocation is necessary. The target group NIBD/EBITDA 

ratio is 1x-2x and was 1.5x in 2018. A proxy for NIBD allocation is applied through the formula: 

Segment 𝐸𝐵𝐼𝑇𝐷𝐴/𝐺𝑟𝑜𝑢𝑝 𝐸𝐵𝐼𝑇𝐷𝐴 using the given operational income to debt levels. This results in a 

58%/42% non-current bank loan split for 2018 between GN Hearing and GN Audio respectively.   
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Equity  

As mentioned before, equity is reported by segment but with a negative item in “Other GN”. In order 

to get net operating assets (invested capital) and invested capital (𝐸𝑞𝑢𝑖𝑡𝑦 + 𝑁𝐼𝐵𝐷 ) to match, the 

segmented book value of equity (BVE) has been estimated. Equity is allocated dependent on the 

estimated segment NIBD resulting in a residual-based estimation of the equity capital deployed. The 

reclassified BVE corresponds with the consolidated financial statements. 

Pension Obligations and Deferred Tax 

Under non-current liabilities, pension obligations and deferred tax consists of by both financial and 
operational items. Deferred taxes are typically classified as an operational item while pension obligations 

often are classified as financial.  With pension obligations assumed to be the dominating component, this 

item has been classified as financial. The item is not very large and would not have material impact if it 

was classified as operational instead.  

The reported financials can be found in A2. The reclassified financial statements for GN Hearing can be 

found in A3, GN Audio in A4 and group total in A5. 
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10.2 Definition of Peer Group by Segment 

This sections seeks to define comparable peer groups for GN Hearing and GN Audio respectively. The 

peers are to serve as benchmarks for both valuation multiple in later segments and financial performance 

evaluation in this section. Initially, the peer selection process will be explained in detail, followed by a 

relative performance analysis.  

10.2.1 Defining the Peer Groups 

This section defines the peers of GN Hearing and 

GN Audio. In order to analyse the relative 

performance, comparable peers must be selected. 

The comparability of a peer is determined by the 
degree of correlation with the target firm in terms 

of growth prospects, business risk, financial risks 

and accounting standards (Petersen, Plenborg, & 

Kinserdal, 2017, p. 325). The return on invested 

capital (ROIC) and the weighted average cost of 

capital (WACC) of selected peers is highly 

relevant when conducting a relative performance 
measurement or valuation. If a peer has a higher 

WACC than the target company, the relative 

valuation will have a negative bias. Contradictory, 

if the peer has a higher ROIC than the target 

company, the relative valuation will have a 

positive bias (Petersen, Plenborg, & Kinserdal, 
2017, p. 145, 369). Peer groups can be divided 

into tiers depending on comparability, weighing 

the most comparable firms heavier than less 

comparable firms.  Based on the characteristics 

of GN Audio and GN Hearing, the potential peer 

groups can be seen in Figure 26. Next to each 
peer group is written an overall description of the 

category used in the peer selection process. As a 

result of the peers being mostly globally focused, 

differences in tax rates, accounting standards 

(IFRS and GAAP) and costs of capital must be 

accepted. 

10.2.2 Refining the Peer Groups 

GN Hearing  

The tier 1 peer selection is primarily based on market overlap and company size. This peer-group consists 

of GN Hearing’s main competitors in the hearing aid manufacturing space. The Sivantos/Widex entity 
is very comparable to the characteristics of GN Hearing. However, as the companies are not listed they 

will not be covered. Starkley will also be excluded as it is also a privately held company. Sonova and 

William Demant are both listed and have many similarities to the product offering, market share and size 

of GN Hearing while both Sonova and William Demant have more integrated retailers. GN Hearing has 

partially integrated retail but on a much smaller scale.  The tier 2 peer group consists of retailers with 

private-label offerings and hearing aid implant manufacturers. Kirkland Signature is a private label under 

Figure 26: Proposed Peers by Segment: Authors own 

compilation: Logos courtesy of company websites. 
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the hearing division of retail giant Costco. Miracle Ear is a subsidiary hearing aid manufacturer of the 

world’s largest hearing aid retailer Amplifon. Cochlear is the global leader in implanted hearing aids and 
is a member of the ‘Smart Hearing Alliance’ together with GN Hearing. Audiofon is a German hearing 

aid manufacturer but will be excluded as it is not a listed company.  

GN Audio 

The tier 1 peer selection is based on company size and leadership position in the CC&O endpoints 

industry. Poly is GN Audio’s main competitor while they have slightly different target groups as Poly 

primarily focusses on traditional headsets and IP telephony while GN targets the UC-segment of the 

market. They are believed to share product portfolio sizes, market share sizes, R&D effort and both 
benefit from their respective positions as market leaders in the different sub-segments of the CC&O 

endpoints industry. The tier 2 peer group consists of the established CC&O endpoint manufacturers with 

below 10% market share.  Sennheiser’s primary activities evolve around consumer electronics but the 

company also offers professional headsets and conference endpoints. Sennheiser is privately owned and 

is thus excluded from further investigation. Logitech is a Swiss provider of PC and mobile phone 

peripherals. While the company’s primary focus is consumer electronics. Logitech has a large revenue-
share from B2B markets and offer both professional headsets and audio/video conference endpoints.  

Accutone is GN Hearing’s main follower in the UC-enabled headsets segment. Accutone also offers 

consumer headsets in the high-end segment but is excluded as the firm is privately held. The Tier 3 peer 

group consists of new entrants in the CC&O endpoints segment. RTX is a provider of wireless solutions 

through their 4 business areas of enterprise, headsets, pro audio and healthcare. The company focus on 

OEM manufacturing while also having their own brand of professional headsets. William Demant 
previously partnered with Sennheiser on their professional headsets, but have now split up and seek to 

compete unaccompanied with their offering of professional headsets. William Demant has been excluded 

as the professional headsets segment has a very small revenue share relative to hearing aids. Japanese 

NEC is a multinational provider of IT services and enterprise products. US-based Cisco Systems 

manufacture IP-based networking solutions and are one of the world’s leading UC-vendors. Cisco has 

recently integrated hardware manufacturing with their own product offering of UC-enabled headsets.  

10.2.3 Performance Evaluation 

To value GN Audio and GN Hearing, the enterprise value (EV) to EBITDA ratio has been selected as 

the preferred multiple. The multiple is chosen as it is not affected by differences in capital structure, it 

incorporates operational cash flows to both equity- and debt holders, is robust to differences in tax-
regimes and is not affected by differences in depreciation schedules (Petersen, Plenborg, & Kinserdal, 

2017, 325). Historical multiples have been applied as the valuation seeks to evaluate the presence of a 

conglomerate discount, and not a forward-looking investment proposal. 

As a base-line for benchmarking, the historical development in revenue growth and EBITDA-margin of 

GN business segments can be found in Table 3.  
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Table 3: 5Y Sales Growth and EBITDA-margin for GN Hearing and GN Audio: Authors own compilation based on 

(GN Annual Reports 2014-2018) 

(DKK Million)         
Segment   2014 2015 2016 2017 2018 Avg. Growth Avg. Margin 

Hearing                 

 Revenue 3.892  4.526  5.156  5.615  5.833  10%  
 EBITDA 937  1.078  1.149  1.217  1.246   23% 

Audio                 

 Revenue 2.871  3.229  3.495  3.970  4.774  13%  
 EBITDA 492  553  612  708  902   18% 
         

After rejecting some of the potential peers due to being privately held or too different in terms of 

profitability, growth prospects, market overlap and overall comparison, a detailed overview of the refined 

peer groups can be found in Table 4. The table is based on last full year (LFY18) EBITDA’s available at 

the cut-off date, EV on the cut-off date as well as EBITDA and reported revenues from the peer’s annual 

reports.  

Table 4: The refined peer groups by segment: Authors own compilation based on Bloomberg data 

 

From Table 3 and Table 4 it can be seen that GN Hearing are very similar to their tier 1 peers in terms 
of both revenue growth and operating profitability. This accentuates the fact that the chosen tier 1 group 

consists of comparable peers despite their greater retail exposure.  The tier 2 group consisting of a retailer 

with integrated manufacturing and a hearing implant manufacturer is less comparable looking at revenue 

growth and profit margins and will receive a lower weight in the applied multiple. GN audio is very 

similar to the selected tier 1 peer in terms of operating profitability, while the revenue growth rates are 

poles apart. This is likely a result of the stagnating growth in the traditional headsets market combined 
with the growth in the UC-segment. The tier 2 peer Logitech has very similar growth rates to GN Audio, 

but a lower profit margin which is to be expected from a company with a larger consumer-retail exposure. 

Business Segment Valuation Multiple

Hearing EV/EBITDA

Avg. Revenue Growth 

2014-2018 (%) EBITDA Margin 2018

Tier 1

Sonova 19,7x 7% 25%

William Demant 19,2x 8% 21%

Tier 2

Amplifon (Miracle Ear) 20,5x 8% 17%

Cochlear 23,6x 12% 28%

Audio

Tier 1

Poly 10,1x -0,3% 18%

Tier 2

Logitech 19,4x 9% 11%

Tier 3

RTX 15,8x 9% 17%

NEC 6,7x -0,8% 6%

Cisco 14,7x 1% 31%

 Financial Performance
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Out of the tier 3 peer group, RTX shares the most characteristics with GN and similarly have comparable 

growth and profitability performance. Cisco’s high profit margin reflects that the company primarily sells 
intangibles such as software and services that generally offer better margins than hardware.   

Table 5 summarizes the peer selection and the multiples to be used in the relative valuation. For both 

segments, a tier-weighted approach has been applied to account for the peer-quality discussed above. For 

GN Hearing, tier group 1 has received a 70% weight with the residual 30% applied to tier group 2. For 

GN Audio, tier group 1 has received a 50% weight, tier group 2 a 40% weight and tier group 3 a 10% 

weight. 

Table 5: EV/EBITDA Multiple Summary by Segment: Authors own compilation  

  

Segment EV/EBITDA Valuation Multiple      

Hearing Average Low High  Weight Contribution 

Tier 1 19,5x 19,2x 19,7x  70% 13,6x 
Tier 2 22,1x 20,5x 23,6x   30% 6,6x 

          Multiple Applied 20,2x 

       

Audio Average Low High  Weight Contribution 

Tier 1 10,1x 10,1x 10,1x  50% 5,1x 
Tier 2 19,4x 19,4x 19,4x  40% 7,8x 
Tier 3 12,4x 6,7x 15,8x  10% 1,2x 

          Multiple Applied 14,1x 
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10.3 Profitability Analysis  

To truthfully forecast GN’s future cash flows it is essential to understand the historical performance. 

Consensus in literature suggests that return on invested capital (ROIC) is the overall profitability measure 

of a company (Petersen, Plenborg, & Kinserdal, 2017, p. 142). ROIC measures a company's efficiency at 

allocating the capital under its control to profitable investments. The ROIC should be benchmarked 

against the weighted average cost of capital (WACC) and the ROIC of competitors. The fact that 

accounting profits do not necessarily create profits can be found in the ROIC-WACC relationship. If a 
given company’s WACC is higher than its ROIC, increased revenues will destroy value holding all else 

equal. Figure 27 shows that both divisions within GN have higher ROIC’s than the estimated WACC’s 

which contributes to a positive outlook for GN going forward.  

Figure 27: Analytical ROIC Development; Based on authors own compilation. 

The analytical ROIC development pictured in Figure 27 can be further analysed by decomposing it into 

operating profit margin (PM) and turnover rate of invested capital (ATO) as seen below (Petersen, 

Plenborg, & Kinserdal, 2017, p. 155).  

 

𝑅𝑂𝐼𝐶 =
𝑁𝑂𝑃𝐴𝑇

𝐼𝑛𝑣𝑒𝑠𝑡𝑒𝑑 𝐶𝑎𝑝𝑖𝑡𝑎𝑙
= 𝑃𝑀 × 𝐴𝑇𝑂 =

𝑁𝑂𝑃𝐴𝑇

𝑅𝑒𝑣𝑒𝑛𝑢𝑒
×

𝑅𝑒𝑣𝑒𝑛𝑢𝑒

𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑊𝑜𝑟𝑘𝑖𝑛𝑔 𝐶𝑎𝑝𝑖𝑡𝑎𝑙 + 𝑁𝑒𝑡 𝐹𝑖𝑥𝑒𝑑 𝐴𝑠𝑠𝑒𝑡𝑠 
 

 

Where PM explains the profitability by the ratio of after-tax earnings from operations to total revenue. 

This implicitly also describes the expense to profit relation where a higher profit margin is preferred to a 

lower.  ATO describes the company’s aptitude towards utilizing what is tied up in invested capital. Hence, 

a higher ATO is ideal as the company generates high revenue streams relative to what is tied up in invested 
capital. Operating working capital is the net current assets and liabilities related to operations. Net Fixed 

assets is defined as the net non-current assets and liabilities related to operations. Figure 28 shows the 

decomposed ROIC by segment.  
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Analysing Figure 28 further shows that the very high ROIC of GN Audio is mainly driven by a high turn-

over rate of invested capital.  While profit margins for GN Audio has been below GN Hearing for the 

past five years, the gap is closing with a mere 2% difference in 2018. The difference in ATO is driven 
mainly by the disparity in net fixed assets. Big impacts can be found in the outsourced production facilities 

of GN Audio. GN Hearing’s ATO is lower due to PP&E assets, high goodwill from acquisitions and 

loans to dispensers. In turn, the outsourced manufacturing likely impacts PM negatively for GN Audio. 

Figure 29 and Figure 30 illustrates the ROIC development of the selected peers in comparison to GN 

Hearing and GN Audio.  

 

 

 

Historically, GN Hearing had a below average ROIC compared to the tier 1 peer group. The gap has 

been closing and all tier 1 competitors are within the 12-13% range in 2018. GN Audio has seen a 

tremendous ROIC improvement over the past four years and have been above every competitor since 

2017. Especially the market leader - Poly has suffered a decreasing ROIC from 16% in 2014 to 10% in 
2018.  
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Figure 28: ROIC decomposition by Profit Margin (left) and Turnover Rate of Invested Capital (right): Authors own 

compilation 
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10.4 Risk Analysis 

10.4.1 Liquidity Risk 

The liquidity risk is analysed to understand GN Store Nord’s ability to generate positive cash flows in the 

short- as well as long term. It is crucial for a business to meet its financial obligations, hence this sections 
seeks to analyse the liquidity risk by the current ratio, quick ratios and Altman’s Z-score (Explained in 

A29). The current ratio measures a company’s ability to pay short term obligations (short-term defined 

as within 1 year). A current ratio below one indicates that the company most often cannot meet its short 

term obligations if they were all due at once. A current ratio above one indicates that the company has 

the financial resources to remain solvent in the short-term no matter what (Petersen, Plenborg, & 

Kinserdal, 2017, p. 213). The current ratio might be biased as some current assets might not be liquid at 
all. The quick ratio fixes this issue as it measures a company’s ability to meet its short-term obligations 

with its most liquid assets - cash and cash equivalents (Petersen, Plenborg, & Kinserdal, 2017, p. 214). 

The long-term liquidity risk will be assessed using Altman’s Z-score. This analysis will be conducted on 

the group level as this yields the most accurate results - independent of the allocation methodology 

applied earlier. 

Figure 31 illustrates the historical development in the current ratio, quick ratio and Altman’s Z-Score. 

The current ratio has fluctuated closely around a mean of 1.5x for the past 5 years. The quick ratio has 
fluctuated around 1x but dropped below the 5 year mean in 2018. The Z-score dipped from 2014-2016 

and recovered to 7.23 which is above the 5 year mean. It should be noted that the Z-score for all years is 

above Altman’s 1.88 high default risk threshold.  
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Short-Term Liquidity Risk 

To appropriately assess the short-term liquidity risk, GN Store Nord’s current ratio and quick ratio is 
benchmarked against selected peers. 

Current Ratio 

Figure 32 illustrates the current ratio benchmarked against selected peers. The graph shows GN placing 

close to Sonova, William Demant and Logitech. With a current ratio of 1.4x in 2018, GN will have few 

issues in honouring short-term obligations of the current liabilities. On a 5 year average, GN has held 

current assets to cover 1.5x of their current liabilities. 

Quick Ratio 

Figure 33 illustrates the quick ratio benchmarked against selected peers. Here, GN’s has a better short-

term liquidity risk than Sonova, indicating that GN’s is holding a larger portion current assets suited for 

immediate liquidation. In 2018, GN had a quick ratio of 0.99x and a 5 year average of 1.01x. GN’s quick 

ratio ~1x indicates a low liquidity risk 

 

Long-Term Liquidity Risk 

The long-term liquidity risk assessment will be done by analysing Altman’s Z-score. The score is a long-

term “bankruptcy-risk” measurement tool (See A29). The Z-Score weighs different liquidity-related ratios 

depending on their impact on the overall bankruptcy risk (Petersen, Plenborg, & Kinserdal, 2017, p. 384).  
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Altman’s Z-score 

Figure 34 illustrates the Altman’s Z-score benchmarked against selected peers. Historically, all the peers 
have a low-medium risk of being financially distressed as they lie well above the 1.88 threshold. Poly saw 

a large reduction in their Z-score in 2016 as a result of a large increase in leverage. GN’s Z-score in 2018 

was 7.23 with a 5 year average of 6.73. Going forward, GN and its peers are not expected to be financially 

distressed.  

Mitigating Actions: 

GN’s financial risks are handled by the Group Treasury (GT) function. The financial risks are managed 
through the overall financial risk guidelines set out in the GT Policy statement (GN Store Nord, 2019). 

The current targeted NIBD/EBITDA ratio is 1x-2x and the company has been within this range for the 

past 5 years. As GN generates revenues in a range of different currencies, GT has hedged a substantial 

part of the net cash-flows in foreign currencies to secure earnings contributions.  To mitigate cash-flow 

risks from rising interest rates, GT has hedged with interest rate derivatives on their variable debt. For 

the on-going liquidity risk and refinancing risk, GT has secured access to a revolving credit facility of 

DKK 2B (can be upsized to DKK 4B) (GN Store Nord, 2019).  

10.4.2 Operational Risks 

This section outlines the operational risks and GN’s effort to mitigate them. The R&D-, Supply-Chain- 

and IP-risks are analysed to showcase the current landscape of operational risks. 

R&D Risk 

In a world of constantly evolving technologies such as voice computing and AI, there is a potential for 

disruptive innovation in the markets in which GN operates.  R&D risk entails a competitive risk in case 

GN’s fails to keep up with new and existing competitors. With the accelerating pace of technology it is 

vital to continuously invest in R&D.  

Mitigating Actions: Throughout 2018, GN has launched many products, improved their time-to-
market and embedded innovation into the company strategy. The launch of Falcom, was a step towards 

leveraging the technology synergies between GN Audio and GN Hearing (GN Store Nord, 2019). 

Supply Chain Risk 

GN Hearing and GN Audio rely on both internal and external elements in their supply chains. It is crucial 

for the business to have timely deliveries of raw materials and components to shorten the time-to-market. 

Failure from GN’s key suppliers will negatively affect the business as GN will not be able to 
accommodate the demand of customers or possibly result in safety issues. 
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Figure 34: Altman’s Z-score VS. Selected Peers: Authors Own Compilation: Source: Bloomberg and Company 
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Mitigating Actions: GN pursues a dual-sourcing strategy where it is possible. For the unique suppliers, 

GN pursues risk reduction in other ways by having higher inventory buffers, or having two sets of 
production equipment. GN also monitors the ongoing trade-war and proactively make contingency plans 

for the ongoing supply-chain and production management (GN Store Nord, 2019).  

IP Risk 

Intellectual Property (IP) risks are related to securing patents for products and avoiding law-suits from 

third party patent holders. GN operates in highly innovative industries and there is a risk that their 

freedom to operate is restrained by third parties. Some of the risks include patent hold-ups, patent hold-

outs which would prevent commercialization of certain new products or reduced margins due to royalty 
payments.  

Mitigating Actions: GN has a strong focus on strengthening their patent portfolio and to optimize the 

IP-related process. This focus is crucial in case of patent infringements and the freedom to operate within 

current and future innovation spaces (GN Store Nord, 2019).  

 

 

11. SWOT Analysis 

Following the strategic and financial analysis, this section seeks to conclude on the findings and aggregate 

the main value drivers to be used in the pro-forma budgeting section. The famous SWOT analysis 

categorizes internal and external company related factors into strengths, weaknesses, opportunities and 

threats. A separate SWOT analysis will be presented for GN Hearing and GN Audio respectively to allow 

for a comprehensive understanding of how the respective divisions are positioned.  The model is presents 

by the various segments of both the strategic- and financial analysis vertically and S, W, O, T horizontally. 
The SWOT analysis of GN Hearing can be found in Table 6.The SWOT analysis of GN Audio can be 

found in Table 7. 
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11.1 GN Hearing 

Table 6: SWOT – GN Hearing (ST: Short-term, MT: Mid-term, LT: Long-term)  

GN Hearing Strengths Weaknesses Opportunities Threats Economic 
Outlook 

Macroeconomic           

Political and Legal     Increased penetration 
from OTC-regulation 

Escalation of the 
ongoing trade-war 

Positive 
(MT-LT) 

Economic     Good forecasts of Real GDP 
growth rates in target 
markets 

  Positive  
(ST-MT) 

Socio-Cultural     Increased number of 
elderly drive future growth 

  Positive 
(MT-LT) 

Technological and 

Environmental 

  
Technology level of the 
established players  is  too 
high for new entrants 

R&D disruption risks 
in both low-cost and 
high-end segment 

Neutral 

Industry           

Demographic Effect Brand-loyalty and 
strong product 
portfolio in the high-

end segment  

  More elderly  which are 
increasingly well-off drives 
future growth  

  Positive 
(MT-LT) 

OTC Hearing Aids Retail experience and 
know-how from Audio 

  OTC will  increase 
penetration 

Might only effect the 
low-cost carriers 

Positive 
(MT-LT) 

Rivalry Innovation leader in 

connectivity and 
sound quality 

Smaller market share 

than  others in the "Big 
5" 

Continued innovation 

leadership can prove 
successful 

High degree of rivalry 

can pressure prices, 
bigger competitors 
can invest more in 
R&D  

Negative 

(ST-LT) 

Entry Barriers and 

Substitution 

Many years of 
research and product 
development  

 
Sheltered industry as no 
substitutes or new 
entrants are expected 

 
Positive 
(ST-LT) 

Company Specific 

Innovation and 

Partnering 

"Innovation Leader" is 
the primary value 
proposition backed by 

many innovations and 
"firsts" 

  Capturing market shares 
from competitors with 
slower launch cycles 

  Positive  
(ST-MT) 

Strategic Agility High degree of agility 
with a lean business 
model 

Low control over the 
retail-segment 
compared to integrated 
competitors 

OTC might prove difficult 
for manufacturers with 
integrated retail, to GN's 
advantage 

GN might have to 
revisit the retail 
strategy if 
manufacturer owned 
retail increases 
significantly 

Positive  
(ST-MT) 

Synergies with 

Audio 

Unique synergy with 
audio developer, 
technology sharing 

Still an unproven 
business model, with 
no realised synergy 
benefits 

Falcom proves successful Falcom fails Neutral 

Profitability ROIC well above 
WACC 

High tie-ups in net 
operating assets 

Synergy extraction and 
continued innovation 

might improve margins 

Increased R&D effort 
can strongly effect 

profitability 

Positive  
(ST-LT) 

Liquidity Neutral financial 
position 

Low current and quick 
ratios, but on par with 
closest competitors 

  Might not be well 
positioned for 
acquisitions 

Neutral  

Operational Risk  Strong risk awareness 
and mitigation efforts 

R&D risk, supply-chain 
risk from unique 
suppliers , IP risk 

More dual-sourced 
components decreases 
supplier bargaining power 

Unique suppliers take 
advantage of their 
position 

Neutral 
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11.2 GN Audio 

Table 7: SWOT - GN Audio (ST: Short-term, MT: Mid-term, LT: Long-term) 

GN Audio Strengths Weaknesses Opportunities Threats 
Economic 
Outlook 

Macroeconomic           

Political and Legal     De-escalation of the on-
going trade-war 

Escalation of the 
ongoing trade-war 

Neutral 

Economic     Decreasing unemployment 
rates in advances 
economies 

  Positive (ST-
MT) 

Socio-Cultural     Millennials entering the 

active workforce drives 
growth for UC 

  Positive 

(MT-LT) 

Technological and 

Environmental 

  
Duopoly: Lack of 
competition in  CC&O 
endpoints 

Threat from big tech 
entering the market 

Neutral 

Industry           

Demographic Effect Partnerships and 
innovative product 
portfolio 

  Gen-Y will drive growth for 
innovative products and 
smart communication 

Changing channel 
structure following 
new user group 
might prove 
challenging 

Positive 
(MT-LT) 

UC-adoption Strong UC-enabled 
product portfolio and 
implementation track-
record 

  Larger market share in the 
CC&O endpoints segment 

  Positive (ST-
LT) 

Rivalry Leader in growth-
segment (UC), 
innovation extraction 
from consumer audio 

No IP-telephony 
products  

Increased market shares 
from UC-adoption, good 
strategic fit going forward 

GN is smaller  than 
Poly, might 
challenge the 
position in UC 

Positive (ST-
LT) 

New entrants Great market position, 
industry know-how  
UC-vendor partnerships 

Low degree of end-
consumer interaction 

OEM partnerships Many recent 
entrants, threat 
from UC-vendor's 
entering into 
hardware 

Negative 
(MT-LT) 

Company Specific         

Brand Reputation Great brand positioning 
with Jabra and Blue 
Parrot 

  Strong brand reputation 
might shelter GN Audio 
from new entrants 

  Positive (ST-
LT) 

UC-leadership Leader in the UC-
endpoints segment, 
superb position for 
future UC growth  

  Future  growth will come 
from this market-segment 

New entrants, UC-
vendors entering 
into hardware 

Positive (ST-
LT) 

Profitability ROIC well above WACC, 
Great ATO 

  Increased UC-demand 
might increase margins 

New entrants are 
successful in 
capturing market 
shares, R&D costs 
remain constant 

Positive (ST-
LT) 

Liquidity Neutral financial 

position 

Low current and quick 

ratios, but on par with 
closest competitors 

  Might not be well 

positioned for 
acquisitions 

Neutral  

Operational Risk 

Mitigation 

Strong risk awareness 
and mitigation efforts 

R&D risk, supply-chain 
risk from unique 
suppliers , IP risk 

More dual-sourced 
components decreases 
supplier bargaining power 

Unique suppliers 
take advantage of 
their position 

Neutral 
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Overall Impact of the Strategic Analysis 

Table 6 and Table 7 presents some factors that are a combination of strengths, opportunities, weaknesses 
and threats which may neutralize each other or impact other factors. In order to facilitate a sound 

connection between the strategic- and financial value drivers, Table 8 and Table 9 elaborate on the most 

significant factors and the impact timeframe in the view of the author.  

Table 8: GN Audio – Overall Impact: Authors own compilation 

GN 

Hearing 
Short-Term(1-2 years) Mid-Term(3-4 years) Long-Term (5+  years) 

Revenue Healthy Organic Growth Threat from merged competitor Steady State 

Main 

Drivers 

Slight increase in GDP combined 
with a strong product offering 

The Sivantos/Widex merger is in full effect, pressuring 
market participants. However the market as a whole is 
growing.  

Revenue growth is expected to 
reach the inflation rate in the 
steady state 

Margins Pricing Headwinds Increasing market size Steady State 

Main 

Drivers 

Decreasing margins slightly due to 
projected pricing headwinds 

Maintaining margin levels with demographic effect 
increasing the market size  to offset the pressure from 
Sivantos/Widex 

Margins reach steady state 

Table 9: GN Audio – Overall Impact: Authors own compilation 

GN Audio Short-Term(1-2 years) Mid-Term(3-4 years) Long-Term (5+  years) 

Revenue Strong Organic Growth New entrants Steady State 

Main 

Drivers 

Benefitting from a lack of competition, GN 
exploits its position in UC to maintain high 
organic growth rates 

The growth in UC-adoption fosters new 
competitors, decreasing in organic 
growth is expected 

Cannot sustain the high organic 
growth rates, revenue expected to 
reach inflation rate 

Margins Margin improvements  Pricing headwind   Steady State 

Main 

Drivers 

High volume with many different resellers 
paired with effective production methods  
improve margins slightly 

Margins are expected to be pressured 
and decrease slightly 

Margins reach steady state 
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12. Forecasting the Financial Value Drivers 

This section presents a forecast of the financial value drivers by segment. The budgeted pro forma 

statements reflect the findings of the strategic analysis while balancing the historical trend and level of 
the financial value drivers. Petersen, Plenborg and Kinserdal (2017, p. 265) identify eight key value drivers 

which will be forecasted for the purpose of creating the budgeted pro forma statements to be used in the 

discounted cash flow valuation. The eight key financial value drivers are listed below: 

- Revenue Growth 

- EBITDA margin 

- Depreciation and amortisation 

- Tax rate 

- Intangible and tangible assets 

- Net working capital 

- Net borrowing rate 

- Net interest-bearing debt 

The two-stage DCF model (present value approach) used for the valuation assumes constant growth in 

the terminal period. Thus, it is important that the forecasting horizon sufficiently reflects the timeframe 

in which the company will reach a steady state (Petersen, Plenborg and Kinserdal, 2017 p. 305). The 
forecast horizon reflects the maturity of the business divisions and is set at four years for both 

subsidiaries. The terminal growth rate seeks to reflect the long-term steady state growth of GN 

subsidiaries. As the steady state growth is valued as a perpetuity using Gordon’s growth formula, a growth 

rate exceeding the economy as a whole would result in the company eventually taking over the entire 

market. To account for this, the terminal growth rates of GN Audio and GN hearing will be estimated 

using projected inflation growth, weighted by the geographical revenue contribution in the terminal 

period.  Reflecting the SOTP approach, GN Hearing and GN Audio will be valued separately and the 
forecasting assumptions will be covered individually for each subsidiary. The forecasting methodology is 

based on a sales-driven approach to ensure a closer link between the level and activity of the company 

and the related costs. The primary financial value drivers – revenue and operating profitability (EBITDA) 

will be covered here while the complete pro forma statements can be found in A11 and A12.  Justification 

of the budgeting of the additional financial value drivers can be found in A9 and A10. 

12.1.1 Non-core, Consumer Audio & Deal Implications 

Following recent years decline in relative revenue contribution, the consumer audio division is no longer 

reported separately. Analysts estimate consumer audio having a 2018 revenue contribution in the 10-20% 

range in GN Audio. It is acknowledged that there are technological synergies between CC&O and 
consumer audio, the consumer audio market is increasing in size and Jabra has a good consumer product 

offering. However, the author expects the declining trend to continue - solely on the basis of the very 

low brand recognition relative to its main competitors Apple, Bose, Bang & Olufsen, Samsung and Sony. 

It is assumed that the consumer audio division will have a <1% revenue contribution in the terminal year.  

Falcom, the joint project between GN Hearing and GN Audio is a longshot in the view of the author. 

Falcom stands as a potential upside, however the probability of the project having a significant positive 

impact on the projected financials is presumed very small. Thus, Falcom is not expected to impact GN 
Hearing’s revenue or margins materially going forward. Audigy Group is in the view of the author an 

integrated part of the US division of GN Hearing. Therefore, the projected financials for Audigy Group 

are to be included the revenue and margin forecasts of GN Hearing and no separate forecast is deemed 

necessary. The recent acquisition of Altia Systems will be added to the SOTP at transaction value, 

assuming a price at fair market value.  
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12.1.2 Forecast - GN Hearing 

Revenue Growth 

The budgeting of revenue is based on the findings of the strategic and financial analysis. The revenue 
forecasts are segmented between Europe, North America and Rest of World as GN Hearing has a global 

reach with customers in more than 100 countries. Table 8 outlined the main findings impacting revenue 

which the following explains in detail. 

- ST: Above market organic growth due to a strong product portfolio, leading in connectivity and 

sound quality.  

- MT: Sivantos/Widex merger is expected to escalate the competitive rivalry, GN Hearing organic 

revenue growth is expected to decrease. 

- LT: GN Hearing organic revenue growth is expected to reach steady state mainly due to the high 

degree of rivalry, though offset by favourable demographic effects. 

GN has communicated an expected organic revenue growth of 7% in the financial outlook for 2019 (GN 

Store Nord, 2019). This is above the projected total market growth of ~5% outlined in 6.1.7 Trends and 

Outlook. This seems reasonable given that GN Hearing is currently benefitting on new product launches 
in ReSound and Beltone and the expected launch of Android connectivity following the partnership with 

Google. The above market growth rate is expected to continue into 2020 with 7% organic revenue growth 

holding the current geographical revenue distribution constant.  

Based on the strategic analysis, GN’s above market organic growth rates are decreasing through 2021 

and 2022 (mid-term). This reasoning is based on the relative size of GN Hearing to their closest 

competitors. The strategic analysis charted a strong emphasis on GN Hearing’s reliance on R&D, where 
larger competitors are expected to catch up to GN in connectivity and sound quality. Regional revenue 

distribution is expected to skew towards Rest of World with APAC driving the market growth due to 

expected high real GDP growth and an aging population. Furthermore, the US market is expected to 

outgrow Europe, with the expected OTC regulation getting approved. In aggregate, the total market size 

will be increasing in the mid-term but GN is expected to lose market shares to its larger competitors.  

The 5 year+ (long term) organic growth rates are expected to reach the weighted inflation rate. This 

reasoning is backed by the troubles of the mid-term carrying over, and a minor positive impact from 
OTC approval as GN’s revenue is primarily from the high-end product segment. In terms of geographical 

revenue distribution, Europe and North America are expected to stabilize with APAC driving most of 

the future revenue growth.  

Operating Profitability 

GN has communicated an expected EBITA margin of 20% (up from 19% in 2018) in the financial 

outlook for 2019 (GN Store Nord, 2019). The historical EBITDA margin has declined from 24% in 2014 
to 21% in 2018. After adding expected amortisation to the GN forecasted EBITA margin, the targeted 

profitability seems achievable. Although, in the latter part of the short term, margins are anticipated to 

decrease slightly as the trend of decreasing ASP is expected to continue.  

End of short-term margins are expected to carry over into the mid-term. Production costs, expensed 

development costs and SG&A are expected in line with revenue developments. The market size is 

expected to increase but a margin improvement is offset by the severe rivalry and the Sivantos/Widex 
entity pressurizing the competitive environment. No technological innovations to improve GN Hearings 

operating profitability are expected in the mid-term.  
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Long term margins are expected to reach steady state in year five and forward. The reasoning lies in the 

flux of increasing market sizes and continued pressure from larger competitors. Long-term margins are 
assumed unchanged from the mid-term level.    

12.1.3 Forecast - GN Audio 

Revenue Growth 

Similar to the previous, the budgeting of revenue is based on the findings of the strategic and financial 

analysis. The revenue forecasts are segmented between Europe, North America and Rest of World as 

GN Audio’s products are sold in around 80 countries. Table 9 presented the main drivers impacting 

revenue and will now be explained in further detail. 

- ST: The strong above market growth rates are expected to continue as the UC-endpoints 

leadership pairs nicely with market trends. 

- MT: The growth in the UC-segment of the CC&O industry is expected to increase the number 

of new entrants as well as Poly’s efforts in UC-enabled headsets. 

- LT: GN Audio will not be able to maintain their double-digit growth rates which are expected to 

reach the weighted inflation rate.  

GN has communicated an expected organic revenue growth of 15% for the audio division in 2019 
(GN Store Nord, 2019). This is above the projected total market growth of ~9% presented in 6.2.7 
Trends and Outlook. This seems achievable given that GN Hearing is currently leading the UC-
segment which is growing rapidly. In fact, in the view of the author, an even higher growth rate of 17% 
can be achieved in the short-term, including the offset from an expected decline in the consumer audio 
division. The extraordinary market growth is expected to continue into 2020, although slightly 
decreasing to 14% holding the 2018 geographical revenue distribution constant.  

Mid-term projections are expected to deteriorate the above market growth rates as new entrants and 

existing competitors are anticipated to gain momentum in the UC-endpoints segment. The biggest threats 

lie in Poly making a power-play in UC-enabled headsets and UC-vendors integrating hardware into their 

value-chain. Geographical revenue contribution is expected to grow at similar rates with North America 

and Europe staying ahead of the Asian-Pacific region and Rest of World.  

The long-term organic growth rates are expected to reach the weighted inflation rate. This rationale is 

supported by the difficulties of the mid-term carrying over. In terms of geographical revenue distribution, 

Europe and North America are expected to stabilize with APAC driving future revenue growth in 

accordance with the strong real GDP and employment rate forecasts.  

Operating Profitability 

GN has communicated an expected EBITA margin of 19% (up from 18.2% in 2018) in the financial 

outlook for 2019 (GN Store Nord, 2019). The projected EBITA margin is excluding non-recurring costs 
from the purchase of Altia Systems in Q1 2019 (18% including). Altia Systems will be valued using the 

transaction value approach and will not be forecasted in this section. The historical EBITDA margin has 

improved from 17% in 2014 to 19% in 2018. By adding expected depreciations to the GN forecasted 

EBITA margin, the targeted profitability seems realistic. Margins in 2020 is assumed in line with GN’s 

expected operating profitability excluding the Altia acquisition, for 2019.  

End of short-term margins are expected to carry over into the mid-term. Production costs, expensed 
development costs and SG&A are expected to increase with revenue. The market size is expected to 

increase but new entrants and technological innovations are expected to escalate the degree of rivalry 
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within the CC&O endpoints industry. As a result, margins in 2021 and 2022 are expected to decrease 

slightly.  

Long term margins are expected to reach steady state in year five and onward. Margins from the mid-

term are expected to carry over to the long-term and reach steady state. The reasoning being the expected 

intensified competitive environment and a lack of technological innovations to improve profit margins.  

12.1.4 Revenue, EBITDA-Margin Forecasts 

Figure 35 shows the historical and projected revenue forecasts for GN Hearing and GN Audio.  Figure 

36 illustrates the historical and projected operating profitability by segment (EBITDA).  

Figure 35: Historical and Projected Revenue Forecasts (DKK Million): Authors own compilation 

 

Figure 36: Historical and Projected EBITDA Margin Forecasts (%) 

 

12.1.5 Quality Assessment of the Budgeted Pro Forma Statements 

To assess the validity of the forecasted financial value drivers it is important to compare the historical 

profitability with the forecasted figures. Figure 37 illustrates the forecasted ROIC performance of GN 

Hearing and GN Audio against the historical ROIC. In (10.3 Profitability Analysis), the ROIC was 

decomposed to understand the underlying drivers of profitability. Using the same methodology, Figure 
38 and Figure 39 illustrates the forecasted drivers of ROIC. The forecasted financial value drivers impact 

GN Audio’s ROIC positively in the short to mid-term. GN Audio’s ROIC is decreasing slightly towards 

the terminal period, in accordance with the expected margin decay. GN Hearing ROIC is stable in the 

forecast horizon. The stable ROIC of GN Hearing is explained by the small expected variance in the 
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after-tax PM and ATO.  Overall, the impact from the forecasted financials on profitability are considered 

realistic. 

Figure 37: Historical and Projected ROIC: Authors own compilation 

 

Figure 38: Historical and Projected PM: Authors own compilation 

 

Figure 39: Historical and Projected ATO: Authors own compilation 
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13. Cost of capital 

With the purpose of estimating the enterprise value of GN Hearing and GN Audio, the forecasted free 

cash flows to the firm (FCFF) must be calculated at present value using an appropriate discount rate. The 
chosen discount rate must reflect the opportunity costs an investor faces when investing in a company 

as opposed to an alternative investment with the same risk profile. In this setting, investors span both 

equity and debt holders, why the discount rate should reflect the investment case from both points of 

view (Petersen, Plenborg and Kinserdal, 2017 p. 369). To achieve this, the weighted average cost of capital 

(WACC) is introduced.  

13.1 WACC 

When determining the WACC to be used in the SOTP valuation, it is necessary to value each business 

unit at its own cost of capital as suggested by Koller, Goedhart, & David (2015, p 387). Differing WACC’s 

are estimated as the systematic risk (beta) of the operating cash flows and their ability to support debt 

(the implied capital structure) will differ by business unit. When determining the WACC of GN Hearing 

and GN Audio is it necessary to estimate the individual components by; unit target capital structure, unit 
cost of equity and the unit’s after-tax cost of debt. The general formula of WACC and its components 

are defined as: 

𝑊𝐴𝐶𝐶 =
𝐷

𝐷 + 𝐸
× 𝑟𝑑 × (1 − 𝑡) +

𝐸

𝐷 + 𝐸
× 𝑟𝑒 

𝐷: 𝐷𝑒𝑏𝑡, 𝐸: 𝐸𝑞𝑢𝑖𝑡𝑦, 𝑟𝑑: 𝐶𝑜𝑠𝑡 𝑜𝑓 𝑑𝑒𝑏𝑡 𝑐𝑎𝑝𝑖𝑡𝑎𝑙, 𝑡: 𝑀𝑎𝑟𝑔𝑖𝑛𝑎𝑙 𝑇𝑎𝑥 𝑅𝑎𝑡𝑒, 𝑟𝑒: 𝑐𝑜𝑠𝑡 𝑜𝑓 𝑑𝑒𝑏𝑡 𝑐𝑎𝑝𝑖𝑡𝑎𝑙 

𝑟𝑒 = 𝑆𝑀𝐿 = 𝑟𝑓 + βe × (𝑟𝑚 − 𝑟𝑓) 

𝑟𝑓: 𝑅𝑖𝑠𝑘 𝐹𝑟𝑒𝑒 𝑅𝑎𝑡𝑒, 𝛽𝑒: 𝐿𝑒𝑣𝑒𝑟𝑒𝑑 𝐵𝑒𝑡𝑎 (𝐸𝑞𝑢𝑖𝑡𝑦 𝐵𝑒𝑡𝑎), 𝑟𝑚: 𝑅𝑒𝑡𝑢𝑟𝑛 𝑂𝑛 𝑀𝑎𝑟𝑘𝑒𝑡 𝑃𝑜𝑟𝑡𝑓𝑜𝑙𝑖𝑜 

𝑟𝑑 𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥 =
𝑁𝐹𝐸

𝑁𝐼𝐵𝐷
× (1 − 𝑡) = 𝑟𝐺𝑁 × (1 − 𝑡) 

𝑁𝐹𝐸: 𝑁𝑒𝑡 𝐹𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙 𝐸𝑥𝑝𝑒𝑛𝑠𝑒𝑠, 𝑟𝐺𝑁: 𝑁𝑒𝑡 𝐵𝑜𝑟𝑟𝑜𝑤𝑖𝑛𝑔 𝑅𝑎𝑡𝑒 𝑜𝑓 𝐺𝑁, 𝑡: 𝑀𝑎𝑟𝑔𝑖𝑛𝑎𝑙 𝑇𝑎𝑥 𝑅𝑎𝑡𝑒 

Source: (Petersen, Plenborg and Kinserdal, 2017 p. 369) 

13.1.1 Target Capital Structure 

Deriving the segmented capital structure is troublesome as GN’s long-term debt is reported under the 

group entity. One approach is using the median capital structure of the selected peers as suggested by 

Koller, Goedhart & David (2015, p 387). Another approach is using the industry capital structure as 

suggested by Damodaran (2006). The Koller et. Al (2015) approach is reliant on the quality of the peer 

selection process, however large discrepancies are very likely with such a small sample size. The 

Damodaran approach benefits on a larger sample size, but the level of comparability can be questioned 
as industry categories are fairly broad. The Modigliani Miller propositions I and II suggest that firm value 

is unaffected by changes in capital structures, implying that WACC is irrelevant in perfect capital markets 

(Modigliani & Miller, 1958). However, the MM theorem assumes a market with no taxes and must be 

rejected as companies can achieve tax-benefits from debt leverage. In order for the constant WACC 

assumption to hold, GN Store Nord must continuously rebalance its targeted capital structure. This 

assumption is expected to hold as GN has communicated that it targets a NIBD of 1x-2x to EBITDA 
(GN Store Nord, 2019). For 2018 the reported NIBD/EBITDA was 1.5x which corresponds to a 

leverage ratio of 7.6% on the cut-off date (target range allows for 4.93%-9.87% leverage ratio). Through 

reclassifying the balance sheet, a slightly different NIBD formula was applied, where the 2018 debt-to-
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value was estimated at 8.66% using market values of equity.  Table 10 shows the suggested capital 

structure for GN Hearing and GN Audio by various approaches.  

Table 10: Target Capital Structure Estimation: Authors own compilation based on Yahoo Finance Data (2019), 

(Damodaran, Discount Rate Estimation, 2019a), (Koller, Goedhart, & David, 2015)  

GN STORE NORD D/(E+D)       

Reported by GN 7,60%    
GN Reclassified by M. Frich 8,66%    

GN Hearing D/(E+D)   GN Audio D/(E+D) 
Damodaram   Damodaram 

Global - Healthcare Products  12,70%   Global - Office Equipment & Services 29,73% 
Europe - Healthcare Products 13,76%   Europe - Office Equipment & Services 40,82% 

Average 13,23%   Average 35,27% 
Koller, Goedhart & David    Koller, Goedhart & David  

Tier 1     Tier 1   

Sonova 6,35%   Poly 86,35% 
William Demant 13,39%   Tier 2   

Tier 2     Logitech 0,00% 

Amplifon (Miracle Ear) 20,86%   Tier 3   

Cochlear 1,57%   RTX 0,00% 

    NEC 37,86% 

    Cisco 11,49% 

Median 9,87%   Median 11,49% 

From the results of Table 10 it is evident that neither approach yield results that bring us closer in 
estimating the segmented target capital structures. All estimates are above the group leverage ratio using 

the market value of equity at the cut-off date. In section 10.1, NIBD was estimated by allocating the non-

current bank loans by operating profit contribution. By multiplying the relative NIBD/EBITDA 

allocation with the reclassified debt-to-value ratio, the target leverage ratio is assumed at: 9.35% for GN 

Hearing and 7.97% for GN Audio.  

13.1.2 Cost of Equity Capital (𝒓𝒆) 

Multiple theoretical approaches to estimating the required cost of equity capital are found in literature, 

typically differing in their definition of risk (Koller, Goedhart, & David 2015, p 286). The most universally 

adopted method is the Capital Asset Pricing Model (CAPM) (Sharpe, 1964). The idea behind CAPM is 

that an investor holding a well-diversified portfolio of stocks will only pay for systematic risk, implying 

that unsystematic (idiosyncratic) risk is removed by diversification to arrive at the pure systematic risk 

component represented by beta. CAPM has been subject to criticism and there have been multiple 
attempts to improve it (Fama & French, 1992). The author is conscious of the underlying assumptions 

from the CAPM methodology, while a discussion of these are outside of the scope of this thesis.  

Risk Free Rate 

The risk free rate should imply the expected return of an asset with no default or reinvestment risk. Both 

subsidiaries generate revenues in foreign currencies, while the nominal cash flows are reported in DKK. 

It is therefore recommended to use the 10Y Danish government bond as it is sufficiently liquid while 

being free of default and reinvestment risk (Damodaran, 2006, p.13). At the cut-off date (27th February 
2019) the rate of the 10Y Danish government bond was 0.245% (Bloomberg, 2019). In contrast, finance 

practitioners and professors are seemingly applying a higher interest rate. A 2018 survey suggests 

1.6% 𝑟𝑓and a PWC survey suggests 1.7%  𝑟𝑓  (Fernandez, Pershin, & Acín, 2018) (PWC, 2019). The 
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reason why finance professionals refrain from using the Danish 10Y government bond seemingly lie in 

the low level of current interest rates and inflation levels. Because of the large maturity difference between 
the 10Y and 30Y Danish government bonds (there is currently no 20Y bond offered), the short-term 

yield curvature is very steep. Therefore, an average consensus of the risk free rate at 1.65% will be 

assumed onward.  

Beta 

As GN Hearing and GN Audio are valued separately through the DCF approach, the segment betas 

should also reflect in the discount rates. For listed pure-play firms, the most straight forward approach 

would be beta-estimation by regressing the GNSN stock against a well-diversified market index. Koller 
et al. (2015, p. 245-253) suggests using 5-year monthly data and a well-diversified, value-weighted index 

such as Morgan Stanley Capital International (MSCI) World or Europe as benchmark. Naturally, local 

index OMX C25 is excluded as it is heavily skewed towards specific industries such as banking, shipping 

and pharma. However, for conglomerates: Damodaran (2006, p.19) recommends using separate industry 

betas and risk premiums for businesses operating in unrelated segments and different regions. Another 

common approach for segment beta estimation is using comparable listed firms (Petersen, Plenborg and 
Kinserdal, 2017 p. 254). The peer group from (10.2.2) will be used here. Both the peer-beta and industry-

beta methodologies require the observed beta’s to be unlevered and re-levered with the target capital 

structure of the company (Petersen, Plenborg and Kinserdal, 2017 p. 345).  The results from the two 

approaches are weighted equally in the applied beta estimation. Results from the beta estimations are 

found in Table 11. The regressions were made with Excel’s Analysis Toolpak using monthly 5-year stock 

returns benchmarked against the MSCI World Index. Un-levering the peer beta’s was done using 
company annual reports, Bloomberg data and the corporate tax rates by country. 

Table 11: Beta Estimation: Authors Own Compilation based on (Bloomberg, 2019) (Damodaran, 2019a) (Damodaran, 

Country Default Spreads and Risk Premiums, 2019b) 

GN Hearing Levered Unlevered Re-levered 
Industry Beta's 

Global - Healthcare Products  1,20 1,09 1,13 
Peer Beta's 

Sonova 0,96 0,91 0,95 
William Demant 0,78 0,71 0,74 

Amplifon 0,86 0,75 0,78 
Cochlear 0,66 0,65 0,68 

Average 0,82 0,76 0,79 

    Weighted Beta Applied: 0,96 
GN Audio Levered Unlevered Re-levered 

Industry Beta's 
Global - Office Equipment & Services 1,02 0,77 0,79 

Peer Beta's 
Poly 1,27 0,75 0,77 

Logitech 1,44 1,44 1,48 
RTX 0,62 0,62 0,64 
NEC 0,93 0,71 0,73 

Cisco 1,22 1,12 1,15 

Average 1,09 0,93 0,95 

    Weighted Beta Applied: 0,87 
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Market, Equity and Other Risk Premia 

The market risk premium (MRP) – defined as:  𝑟𝑚 − 𝑟𝑓 , is a component that splits both financial 

professionals and the academic community, where no general consensus has been agreed upon (Koller, 

Goedhart & David, 2015, p.  286). The MRP varies by time of measurement and is typically derived ex-

post using historical excess returns over the risk free rate, which incorporates today’s expected inflation 

(Petersen & Plenborg, 2017, p. 263). The MRP perceived by finance professors vary greatly which was 

evident in a recent MRP survey (Fernandez, Pershin, & Acín, 2018). Out of the 53 Danish finance 
professors interviewed, the answers varied from 3.8% to 7.2% while most answers were close to the 

average at ~6% with a 0.8% std. dev. This result was impacted by a perceived 1.6% risk free rate among 

the Danish interviewees, implying a 7.6% equity risk premium. Damodaran suggests the Danish equity 

risk premium of 5.96% in his most recent report (Damodaran, 2019b). Other risk premiums such as 

liquidity-, country- and size premiums have not been applied as they are not deemed appropriate for the 

analysed business segments and because the GNSN stock is very liquid (See Figure 3 for volume). The 

author has chosen to use the Damodaran (2019b) source for the equity risk premium, as these are the 
most recent figures obtainable.  

Applied Cost of equity capital: 

𝑟𝑒[𝐺𝑁 𝐻𝑒𝑎𝑟𝑖𝑛𝑔] = 1.65% + 0.96 × (5.96% − 1.65%) = 5.79% 

𝑟𝑒[𝐺𝑁 𝐴𝑢𝑑𝑖𝑜] = 1.65% + 0.87 × (5.96% − 1.65%) = 5.40% 

13.1.3 Cost of Debt Capital 

GN’s loans are long-term with maturities from 2020 to 2022 with variable interest based on short-term 

EURIBOR and CIBOR reference rates. In (10.4.1 Liquidity Risk) it was mentioned that GT hedges the 
variable interest rate on long term borrowings. As no corporate bond is currently traded, the net 

borrowing rate before tax for both subsidiaries is estimated by the group financial expenses over group 

NIBD for 2018. The calculated borrowing rate consists of interest, fair value adjustments of derivative 

financial instruments and impairments, foreign exchange and others. While the borrowing rate is quite 

high relative to GN’s low gearing, the costs from fair value adjustments to derivative instruments and 

foreign exchange are assumed recurring to 𝑟𝑑. This seems realistic when considering the expectation of 
interest rates rising from the very low current level (Negro & Gionnone, 2019).  The marginal Danish 

corporate tax rate of 22% is used to calculate the after-tax cost of debt capital.  

Applied after-tax cost of debt capital:  

 𝑟𝑑 = 4% × (1 − 22%) = 3,12%. 
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13.1.4 WACC Calculation 

Table 12 shows the WACC calculation for GN hearing and GN Audio. 

Table 12: WACC Calculation: Authors Own Compilation 

GN Hearing 
Capital 
Type 

Capital 
Structure 

Cost of 
Capital 

Marginal Tax 
Rate 

After Tax Cost of 
Capital 

Contribution To Weighted 
Average 

Debt 9,35% 4% 22% 3,12% 0,29% 
Equity 90,65% 5,79%  5,79% 5,25% 

        Applied WACC 5,54% 

      

GN Audio 
Capital 
Type 

Capital 
Structure 

Cost of 
Capital 

Marginal Tax 
Rate 

After Tax Cost of 
Capital 

Contribution To Weighted 
Average 

Debt 7,97% 4% 22% 3,12% 0,25% 

Equity 92,03% 5,40%  5,40% 4,97% 

        Applied WACC 5,22% 

 

14. Valuation 

Following the comprehensive analysis and both strategic and financial value-drivers, defining a 

comparable peer group and determining the cost of capital, this section presents the Sum-of-the-parts 

valuation. Initially, a valuation of GN Hearing and GN Audio will be carried out. With reference to the 

research model, a valuation of each business segment yields a more accurate estimate although requiring 

more input from the author. The SOTP aggregates the single-business enterprise value estimates with 
the purpose of revealing whether a conglomerate discount is applied on the traded stock. The EV 

estimates for GN Hearing and GN Audio will be derived using a discounted cash flow (DCF) approach. 

Recently acquired Altia Systems will be valued at transaction value as the growth prospects and synergy 

premiums are assumed priced into the deal and because there are no historical financials available. Both 

EV estimations will be benchmarked against the estimated peer multiples to serve as a sanity check to 

the DCF approach.   

The valuation is estimated using end-of-year 2018 financials, why the valuation results in a theoretical 

share-price on 31st December 2018. To account for the difference in valuation date and cut-off date, the 

estimated EV’s will be discounted forward to 27th February 2019 using the derived WACC’s as discount 

rates. To account for cash flows to the firm being generated throughout the year, halved time increments 

(0.5, 1.5, 2.5,…) are applied in the discounting to circumvent excessive deflation of the estimated cash 

flows.  

Out of the four common valuation approaches; present value (fundamental), relative (multiples), 

liquidation (net asset value) and contingent claim (real option). The present value - DCF is chosen as the 

primary model as it yields precise estimates using realistic assumptions with an understandable output 

(Petersen & Plenborg, 2017, p. 300). The downsides to the DCF is the user-friendliness with a high model 

complexity, especially in the SOTP setting. The net asset value and real option approaches are not 

commonly applied due to the lack of precision, complexity (real option) and resource intensity (net asset 

value). The relative valuations are easily applied, while the true challenge lies in finding a truly comparable 
peer firm.  
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14.1.1 The Discounted Cash Flow to Firm Model 

The DCF to firm model values the projected free cash flows to the firm (FCFF) by discounting to present 

value using the weighted average cost of capital. The FCFF figure is considered trustworthy as it tracks 
the cash left over to investors regardless of whether cash is counted as an expense or invested in an asset. 

The terminal period EV contribution is estimated using the terminal growth rate in Gordon’s Growth 

formula discounted to present value using the WACC. The following formulas define the applied 

valuation methodology: 

𝐹𝐶𝐹𝐹 = 𝑁𝑂𝑃𝐴𝑇 + 𝐷&𝐴 ± 𝛥 𝑁𝑒𝑡 𝑤𝑜𝑟𝑘𝑖𝑛𝑔 𝑐𝑎𝑝𝑖𝑡𝑎𝑙 ± 𝐶𝐴𝑃𝐸𝑋 

𝑁𝑂𝑃𝐴𝑇: 𝑁𝑒𝑡 𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑃𝑟𝑜𝑓𝑖𝑡 𝐴𝑓𝑡𝑒𝑟 𝑇𝑎𝑥, 𝐷&𝐴: 𝑁𝑒𝑡 𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 𝑎𝑛𝑑 𝐴𝑚𝑜𝑟𝑡𝑖𝑠𝑎𝑡𝑖𝑜𝑛, 𝐶𝑎𝑝𝑒𝑥: 𝐶𝑎𝑝𝑖𝑡𝑎𝑙 𝐸𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒  

𝑔 =
𝐹𝐶𝐹𝐹𝑇𝑉

𝐹𝐶𝐹𝐹𝐸2022
 

𝑔: 𝑇𝑒𝑟𝑚𝑖𝑛𝑎𝑙 𝐺𝑟𝑜𝑤𝑡ℎ 𝑟𝑎𝑡𝑒 

𝐸𝑉0 = ∑
𝐹𝐶𝐹𝐹𝑡

(1 + 𝑊𝐴𝐶𝐶)𝑡
+

𝐹𝐶𝐹𝐹𝑛+1

𝑊𝐴𝐶𝐶 − 𝑔
×

1

(1 + 𝑊𝐴𝐶𝐶)𝑛

𝑛

𝑡=1

 

𝐸𝑉0: 𝐸𝑛𝑡𝑒𝑟𝑝𝑟𝑖𝑠𝑒 𝑉𝑎𝑙𝑢𝑒 𝑇𝑜𝑑𝑎𝑦 , 𝑡: 𝑇𝑖𝑚𝑒 𝑜𝑓 𝑐𝑎𝑠ℎ 𝑓𝑙𝑜𝑤 𝑖𝑛 𝑓𝑜𝑟𝑒𝑐𝑎𝑠𝑡 ℎ𝑜𝑟𝑖𝑧𝑜𝑛, 𝐹𝐶𝐹𝐹𝑛+1: 𝑇𝑒𝑟𝑚𝑖𝑛𝑎𝑙 𝐶𝑎𝑠ℎ 𝐹𝑙𝑜𝑤 

Source: (Petersen, Plenborg, & Kinserdal, 2017, p. 305) 

 

Criticism of the Present Value Approaches 

The present value approaches are very sensitive to the assumptions regarding perpetuity growth and cost 

of capital. As the following section shows, the largest part of the EV is estimated from the terminal value 

why it is very sensitive to input errors. The forecasts and assumptions made in this thesis are based on a 

widespread and comprehensive analysis and are assumed reliable. However, to allow for the reader to 

make his or her own assumptions regarding terminal growth and WACC, a sensitivity analysis of the key 

input factors will be conducted after the SOTP-valuation.  
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14.2 DCF Valuation - GN Hearing 

Concluding the forecasts of section 12.1.2, the future FCFF’s of GN Hearing was found. The FCFF’s 

are discounted to present value using the WACC. The pro forma statements and valuation assumptions 

can be found in A11 and A7 respectively. The terminal growth rate was derived by weighting the 

geographical revenue contribution by the forecasted inflation rates of the given region in the terminal 

year. The terminal growth rate calculation can be found in (A6).  

 

 

14.3 DCF Valuation - GN Audio 

Concluding the forecasts of section 12.1.3, the future FCFF’s of GN Audio was estimated. The FCFF’s 

are discounted are discounted to present value using the WACC. The underlying forecasts and valuation 
assumptions can be found in A12 and A8 respectively. The terminal growth rate was derived by weighting 

the terminal year geographical revenue contribution by the forecasted inflation rates of the given region 

in the terminal year. The terminal growth rate calculation can be found in (A6). 

 (DKK Million) E2019 E2020 E2021 E2022 TV E2023 

n 0,5 1,5 2,5 3,5 4,5 
FCFF 323  322  509  669  686  

Discount Factor 97% 93% 88% 84%  
PV FCFF 315 298 448 560   

PV FCFF (Forecasting Horizon) 1.621     
PV FCFF (Terminal) 21.924     

EV 31st December 2018 23.546     
Forward Discount in years 0,1562     

EV 27th February 2019 23.734     
 

  

 (DKK Million) E2019 E2020 E2021 E2022 TV E2023 

n 0,5 1,5 2,5 3,5 4,5 
FCFF 202 215 520 741 761 

Discount Factor 97% 92% 87% 83%  
PV FCFF 197 199 454 614  

PV FCFF (Forecasting Horizon) 1.463     
PV FCFF (Terminal) 21.500     

EV 31st December 2018 22.963     
Forward Discount in years 0,1562     

EV 27th February 2019 23.157     
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14.4 Benchmarking Against Traded Multiples 

Using the valuation multiples of section 10.2.2 and the EV’s derived from the DCF valuation of GN 

Hearing and GN Audio a benchmark is carried out. The 2018 reported EBITDA’s are multiplied by the 

estimated EV/EBITDA traded multiples. 

(DKK Million) EV Multiple x EBITDA 2018 

GN Hearing 25.207  EV/EBITDA 20,2x 1.246 

GN Audio 12.673  EV/EBITDA 14,1x 902 
 

Figure 40 illustrates a waterfall chart to compare the EV’s derived from the DCF in comparison to the 

differences from the relative valuation approach. While the relative valuation of GN Hearing is close to 

the DCF, the relative valuation of GN Audio is far from the estimated DCF. In the view of the author 
and several of the interviewed analysts, there are no good comparables to GN Audio as the division is 

very unique in terms of growth prospects, product mix and market positioning. Therefore, the DCF 

estimates of both subsidiaries are presumed accurate.  

Figure 40: (DKK Million) Waterfall: Discounted Cash Flow Approach VS Multiples: Authors own compilation 

 

 

14.5 SOTP - GN Store Nord 

Following the valuation of GN Hearing and GN Audio, Table 13 presents GN Store Nord in the SOTP 

framework. Table 13 shows the results by segment, EV and valuation approach. It should be noted that 

the recent acquisition of Altia Systems is incorporated at transaction value by retracting the purchase 

price from the DCF-estimated EV of GN Audio (Transaction value calculation: A23). Furthermore, 

Table 13 shows the estimated market value of equity by adding cash and equivalents and subtracting 

NIBD. Finally by dividing the market value of equity by number of shares outstanding, we arrive at the 

estimated price per share.  
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Table 13: SOTP Valuation – GN Store Nord: Authors own compilation 

(DKK Million) Enterprise Value Approach 

GN Hearing     

 

23.157 DCF 

Total EV GN Hearing 23.157   
   

GN Audio    

 

22.911 DCF 

 

822 Transaction Value 

Total EV GN Audio 23.734    

   
GN Store Nord A/S     

Total EV GN Store Nord 46.891    

Cash and Equivalents (+) 636   
Estimated Market Value of Debt (-) 3.687   
SOTP Market Value of Equity  43.840    

   
Shares Outstanding (M)  - 27th February 2019  131,40   

Estimated Share Price    - 27th February 2019 333,64   

Observed Share Price      - 27th February 2019 324,00  
Premium (Discount)        - 27th February 2019 (2,97%)   

 

The SOTP-valuation results in an estimated price per share of DKK 333.64, implying an excess value of 

2.97% relative to the closing price of DKK 324.00 on 27th February 2019. Figure 41 illustrates the SOTP, 

relative valuation and analyst consensus using a ‘football field’ graph at ± 2.5% ranges.   

Figure 41 Football Field Graph (±2.5%): Authors own compilation 
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14.6 Sensitivity Analysis by Segment 

Following the criticism of the present value approach (14.1.1), this section presents the reader with the 

opportunity to change the assumptions underlying the discounted cash flow valuation. The author has 

strived towards minimizing mistakes by careful analysis of the main assumptions driving the DCF 

valuation and although the author is confident in the presented figures, it must be acknowledged that the 

results regarding the existence of excess value depend heavily on the perpetuity growth rate and WACC. 

As seen in in section 0 and 14.3 around 90% of the EV is captured in the terminal period. Table 14 and 

Table 15 shows the percentage change in EV’s by changing the underlying assumptions of 𝑔 and 𝑊𝐴𝐶𝐶 

for GN Hearing and GN Audio respectively. A sensitivity analysis of segmented nominal EV’s and 

segmented GN Store Nord share price impacts can be found in (A30).  

Table 14 ΔEV of GN Hearing to changes in WACC and Terminal Growth Rate: Authors own compilation. 

 g Pessimistic Base-Case Optimistic 
WACC  1,70% 2% 2,30% 2,61% 2,90% 3,20% 3,50% 

Optimistic 
4,50% 7% 19% 35% 57% 84% 126% 193% 
4,80% -4% 6% 18% 35% 55% 83% 124% 

Base-Case 

5,10% -12% -4% 5% 18% 33% 54% 82% 

5,54% -23% -17% -9% 0% 11% 24% 42% 

5,80% -28% -22% -16% -8% 0% 12% 26% 

Pessimistic 
6,10% -33% -28% -23% -16% -9% 0% 11% 
6,40% -37% -33% -29% -23% -17% -10% -1% 

 

Table 15 ΔEV of GN Audio to changes in WACC and Terminal Growth Rate: Authors own compilation. 

 g Pessimistic Base-Case Optimistic 
WACC  1,70% 2% 2,30% 2,60% 2,90% 3,20% 3,50% 

Optimistic 
4,30% 3% 16% 32% 55% 87% 137% 224% 
4,60% -8% 2% 15% 31% 54% 86% 135% 

Base-Case 

4,90% -17% -9% 1% 14% 31% 53% 85% 

5,22% -24% -18% -10% 0% 12% 28% 50% 

5,50% -30% -24% -18% -10% 0% 13% 29% 

Pessimistic 
5,80% -35% -31% -25% -18% -10% -1% 12% 
6,10% -40% -36% -31% -25% -19% -11% -1% 

 

Hypothetically, the excess value found in Table 13 would have diminished entirely if the WACC’s of both 

segments were higher (5.8 %; 5.5%). Nevertheless, the assumptions underpinning the valuation are 

considered realistic with respect to the current capital structure and growth prospects of the GN 

subsidiaries.   
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15. Discussion of the Conglomerate Discount  

The shareholder value implication from corporate diversification was recognised in section 3.1. 

Additionally, the relevance of a conglomerate discount was established in the empirical review of section 
3.2. Finally, the SOTP valuation provided evidence of excess value as GN Store Nord’s fair value was 

above the market price on 27th February 2019. The evidence of excess value in GN Store Nord implies 

an upside potential to investors in the case of one segment being divested, as the proposed upside is 

unrelated to the general performance of each subsidiary. Therefore, a marginal investor can invest in the 

stock at the cut-off date and benefit from the excess value if GN Store Nord was to be split up or if a 

part of it was sold off.  

However, based on the sensitivity analysis in 14.6, a change in the underlying assumptions of the SOTP 

could completely dissolve or even amplify the excess value estimate. The implied discount of ~3% is in 

line with Lamont & Polk (2002) who find evidence of a conglomerate discount in the range of 3-6% 

using asset multiples. The efficient market hypothesis, states that the price of a share effectively 

incorporates all relevant information (Bachelier, 1900). This suggests that the implied discount would 

dissolve at the announcement of a complete divesture of either GN Hearing or GN Audio.  

In the view of the author, it seems as if there are multiple approaches to how investors may incorporate 

a conglomerate discount in their valuation. This is evident in both the literature review and the conducted 

analyst interviews. One analyst suggested an approach taking the net present value of ‘other costs’. 

However, in the view of the author, this is not quite viable when considering that some of these costs 

might be allocable if the companies where run as separate entities. Another approach would be to factor 

the discount into the required return of equity capital than what is implied by CAPM, given the company 

beta. This approach would lead to a higher WACC and thus decrease the present value of the forecasted 
cash flows. The implied discount of the difference between the estimated fair value and the observed 

market prices would then represent an abnormal return to the investor. 

Finally, the corporate structure of GN Store Nord may be significant to the rather small conglomerate 

discount found in the SOTP. Refraining from a single executive of the entire company, GN Store Nord 

is structured with a CEO and executive team for each of GN Hearing and GN Audio. Furthermore, the 

company has one board of directors and one CFO. The structure of running the companies separately 
on a management level with a single board of directors, might reduce the risks related to organisational 

issues such a coordination-, influence- and integration costs. On the other hand, manager entrenchment, 

personal risk reduction and agency costs might still be present in the current company structure.  

  



Conclusion-_  

 

 
Page 79 of 127 

 128 

 

16. Conclusion 

The sum-of-the-parts valuation in this thesis was established with the goal of providing a credible estimate 

of the share price of GN Store Nord on 27th February 2019, when its latest annual report was published. 
Furthermore, the estimated fair value of the stock was derived to determine the presence of a 

conglomerate discount at the valuation date. Based on a present value approach in a fundamental stock 

valuation setting, the author estimated GN Store Nord’s fair value at DKK 333.64 per share. Relative to 

the observed price on the valuation date of DKK 324.00, the results imply a conglomerate discount of 

~3%. 

Initially, the existing literature on corporate mergers and conglomerate discounts was reviewed to 
establish an understanding of the benefits and drawbacks related to corporate diversification. The 

benefits to corporate diversification include market power, internal capital markets, resource and skills 

transference and diversification. The draw-backs are characterised by managerial and organisational issues 

related to running a conglomerate. Empirical studies regarding the existence of a conglomerate discount 

were reviewed and the findings revealed a negative effect on firm value from corporate diversification. 

Overall, it seems as if investors refrain from investing in conglomerates as they would rather diversify 
risk themselves, as opposed to buying an already diversified stock. The reasoning behind this is linked to 

the drawbacks found in the reviewed literature and the lack of transparency in some conglomerates. 

Interestingly, neither of the interviewed analysts apply a conglomerate discount in their financial 

modelling, which could spark an interesting debate with the opposing opinions of academics and 

practitioners. 

The SOTP framework values the underlying segments of GN Store Nord separately. Therefore, two 

strategic analyses were conducted to map the impact of the non-financial value drivers to be used in the 
forecasting. The macroeconomic analysis of the hearing aids industry revealed a positive outlook 

primarily based on favourable demographic effects due to an aging population. The hearing aids industry 

analysis showed a typical med-tech industry with attractive and stable market outlooks. The analysis of 

the internal resources in GN Hearing revealed that the innovation and partnering focus was the primary 

competitive advantage, while strategic agility and synergies with GN Audio were at parity or merely 

unknown.  

The macroeconomic analysis of the CC&O industry ensued a slightly positive outlook with positive 

economical and socio-cultural factors and neutral political, legal, technological and environmental factors. 

The most significant macro-developments are the trends towards more open office spaces, remote 

working and millennials entering into the active workforce. The CC&O endpoints industry analysis 

showed a reasonably attractive industry with moderate threats of new entrants, bargaining power of 

buyers and rivalry among competitors. The bargaining power of suppliers and the threat of substitution 

was deemed low, which in turn increases the attractiveness of the industry going forward. The analysis 
of the internal resources revealed that GN Audio’s brand reputation was the primary competitive 

advantage while the market position in the unified communication’s segment also was a large driver of 

future growth prospects.  

The financial performance of both segments have been improving over the past five years, while GN 

Audio has exhibited the highest growth following their success in the fast growing UC-segment of the 

CC&O market. Historically, GN Hearing’s margins averaging 23% are the higher of the two, but GN 
Audio is starting to catch up. The financial performance of both subsidiaries are expected to improve in 

the short to mid-term. Towards the long-term, the anticipated increase in competitive rivalry is expected 

to decrease the current above market revenue growth to the weighted inflation rate.  
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In aggregate, the outlooks for GN Hearing and GN Audio are positive with both having strong product 

offerings, favourable macroeconomic environments and valuable competitive advantages. The effects 
from the intensifying competitive environment is expected to be partially offset by GN Audio’s market 

leadership in UC-endpoints and GN Hearing’s innovation and partnering focus.  

The SOTP combined the estimated enterprise values of GN Hearing and GN Audio with the recent 

acquisition of Altia Systems at transaction value.  The budgeted pro forma statements were discounted 

using segment specific WACC’s of 5.54% and 5.22% for GN Hearing and GN Audio respectively. 

Finally, the DCF results were benchmarked against traded peers using EV/EBITDA multiples. The 

relative valuation of GN Hearing was close to the discounted cash-flow approach, while GN Audio’s 
relative valuation was far off. In the view of the author and several of the interviewed analysts, the 

discrepancy in GN Audio’s valuation is most likely due to a lack of truly comparable peers.  

The implied conglomerate discount of ~3% was derived by the difference between the estimated and 

observed share price on 27th February 2019. The results indicate that GN Store Nord was trading at a 

small discount relative to its fundamental value on the valuation date. However, the author acknowledges 

that the results rely heavily on key assumptions regarding the terminal growth rate and WACC for each 
subsidiary. Finally, it was discussed how an investor could capture the upside from the implied excess 

value. It was determined that an investor could potentially receive abnormal returns unrelated to the 

overall firm performance. As the efficient market hypothesis entails, the pay-off would occur on the 

announcement date of either GN Hearing or GN Audio being sold off.    

 

17. Further Research 

The author acknowledges that a more comprehensive analysis of the non-core and consumer audio 
segments would have yielded a more precise estimate of the enterprise value. Limited by the level of 

segregation in the reported financials, the author has made assumptions where information was 

incomplete and relied on estimates of revenue contribution provided through equity analyst reports and 

interviews. 

Testing for the effect of corporate diversification in the Nordic markets is an interesting topic for further 

research. The reviewed empirical research is concentrated in the US market and empirical research using 
local data would spark an interesting discussion regarding the differing opinions of the interviewed med-

tech equity analysts and the statistical findings.  

As a concluding remark, the lack of a universal understanding on how to financially model a conglomerate 

discount is an interesting topic for further investigation. While the interpretation of the discount is quite 

simple, the uncertainty among analysts of how it should be implemented, would indicate that the same 

quandary is present among the common stock market investors.       
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A1. Glossary 

ANC - Active Noise Cancelling MT - Medium Term 

ASP - Average Selling Price NIBD – Net Interest Bearing Debt  

ATO – Annual Turnover Rate of Invested Capital NOPAT – Net Operating Profit after Tax 

B2B – Business to Business NPV - Net Present Value 

B2C – Business to Consumers NWC – Net Working Capital  

Beta – A measure of systematic risk P&L – Profit and Loss 

CAGR - Compound Annual Growth Rate  PE – Private Equity 

CAPEX - Capital Expenditure PESTLE - Political, Economical, Socio-Cultural,  

Technological, Legal and Environmental 

CAPM – Capital Asset Pricing Model PL – Private Label 

CC&O - Call Centre and Office PM – Profit Margin  

CoC – Cost of Capital  PV – Present Value 

CoE – Cost of Equity Capital R&D – Research and development 

D -  Debt Rd  – Cost of Debt Capital 

D&A – Depreciations & Amortizations Re  – The Required return of Equity 

DCF – Discounted Cash Flow Real GDP - An inflation-adjusted GDP measure  

E – Equity Rf  – Risk free rate 

EBIT – Earnings before Interest and Tax  Rm – Required Market return 

EBITA – Earnings before Interest, Tax, Amortisation ROIC – Return on Invested Capital 

EBITDA – Earnings before Interest, Tax, D&A RoW- Rest of world 

EMH - Efficient Market Hypothesis SG&A- Selling, General & Administrative Expense  

EV – Enterprise Value SIC - Standard Industrial Classification (A19) 

FCFF – Free Cash Flow to the Firm SOTP – Sum-of-the-parts Valuation 

g - terminal growth rate ST - Short term 

GDP – Gross Domestic Product SWOT -  Strengths, Weaknesses, Opportunities and Threats 

GN.CO - GN Store Nord stock ticker (yahoo) T – Corporate tax rate in a given tax regime 

HQ - Company Headquarters Tobin's q - Relative firm value metric (A20) 

IFRS – International Financial Reporting Standard TV - Terminal Value 

LT - Long Term VRIO - Valuable, Rare, Imperfectly Inimitable, Organisation 

M&A – Mergers and Acquisitions WACC – Weighted Average Cost of Capital 

MRP – Market Risk Premium 
 

MSCI– Morgan Stanley Capital International  
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A2. GN Store Nord – Reported Financials by Segment 

The reported financials from GN Annual Report - Segment Disclosures 2014-2018. 

Source: (GN Store Nord, 2019) (GN Store Nord, 2018) (GN Store Nord, 2017b) (GN Store Nord, 
2016b) (GN Store Nord, 2015) 

Income statement 2018 
    

DKK million GN 
Hearing 

GN 
Audio 

Other 
GN 

Elimination
s 

Consolidated 
total 

Continuing operations 
   

  

External revenue 5,833 4,774 - - 10,607 

Internal revenue - - 215 (215) - 

Revenue 5,833 4,774 215 (215) 10,607 

Production costs (1,799) (2,234) - - (4,033) 

Gross profit 4,034 2,540 215 (215) 6,574 

Development costs (474) (330) (57) - (861) 

Selling and distribution costs (1,952) (1,098) - - (3,050) 

Management and administrative expenses (414) (207) (300) 215 (706) 

Other operating income and costs, net - - 30 (31) (1) 

EBITA* 1,194 905 (112) (31) 1,956 

Amortization of acquired intangible assets (136) (19) - - (155) 

Gain (loss) on divestment of operations etc. - (5) - - (5) 

Operating profit (loss) 1,058 881 (112) (31) 1,796 

Share of profit (loss) in associates 13 - - - 13 

Financial items (54) 7 (156) - (203) 

Profit (loss) before tax 1,017 888 (268) (31) 1,606 

Tax on profit (loss) (241) (182) 64 - (359) 

Profit (loss) for the year from continuing operations 776 706 (204) (31) 1,247 

Discontinued operations       
- 

Profit (loss) for the year from discontinued operations - - - - 

Profit (loss) for the year 776 706 (204) (31) 1,247 

      
Balance sheet 2018 

    

DKK million 
GN 

Hearing 
GN 

Audio 
Other 

GN 
Elimination

s 
Consolidated 

total 

Assets           

Goodwill 3478,00 767,00 - - 4245,00 

Development projects 937,00 315,00 - -30,00 1222,00 

Other intangible assets 760,00 137,00 231,00 -1,00 1127,00 

Property plant and equipment 237,00 98,00 179,00 - 514,00 

Loans to dispensers and ownership interests 887,00 - - - 887,00 

Other non-current assets 613,00 120,00 37,00 -29,00 741,00 

Total non-current assets 6912,00 1437,00 447,00 -60,00 8736,00 

Inventories 460,00 492,00 - - 952,00 

Trade receivables 1276,00 1118,00 - - 2394,00 

Receivables from subsidiaries* - 1356,00 - -1356,00 - 

Tax receivables 36,00 33,00 48,00 -88,00 29,00 

Other receivables 160,00 63,00 47,00 - 270,00 

Cash and cash equivalents 239,00 138,00 259,00 - 636,00 

Total current assets 2171,00 32,00 354,00 -1444,00 4281,00 

            

Total assets 9083,00 4637,00 801,00 -1504,00 13017,00 

Equity and Liabilities           

Equity 6167,00 3083,00 -4123,00 -31,00 5096,00 

Bank loans and issued bonds - - 3842,00 - 3842,00 
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Pension obligations and deferred tax 244,00 71,00 167,00 -29,00 453,00 

Provisions 177,00 85,00 - - 262,00 

Other non-current liabilities 306,00 - - - 306,00 

Total non-current liabilities 727,00 156,00 4009,00 -29,00 4863,00 

Bank loans 14,00 1,00 13,00 - 28,00 

Trade payables 258,00 631,00 45,00 - 934,00 

Amounts owed to subsidiaries* 599,00 - 757,00 -1356,00 - 

Tax payables 209,00 27,00 - -88,00 148,00 

Provisions 256,00 122,00 - - 378,00 

Other current liabilities 853,00 617,00 100,00 - 157,00 

Total current liabilities 2189,00 1398,00 915,00 -1444,00 3058,00 

            

Total equity and liabilities 9083,00 4637,00 801,00 -1504,00 13017,00 

Total equity and liabilities 9083,00 4637,00 801,00 -1504,00 13017,00 

  
     

Cash flow statement 2018         

DKK million GN 
Hearing 

GN 
Audio 

Other 
GN 

Elimination
s 

Consolidated 
total 

Cash flow from operating activities before changes in working capital 1,546 1,139 (92) - 2,593 

Cash flow from changes in working capital (204) 67 42 - (95) 

Cash flow from operating activities before financial items and tax 1,342 1,206 (50) - 2,498 

Cash flow from investing activities:       

Development projects (249) (159) - - (408) 

Other investing activities (408) (118) (125) - (651) 

Cash flow from operating and investing activities before financial items 
and tax 

685 929 (175) - 1,439 

Tax and financial items (150) (189) (87) - (426) 

Cash flow from operating and investing activities (free cash flow) 535 740 (262) - 1,013 

Cash flow from M&A activities (39) (58) - - (97) 

Free cash flow excl. M&A 574 798 (262) - 1,110 

 

Income statement 2017 
    

DKK million GN 

Hearing 

GN 

Audio 

Other 

GN 

Elimination

s 

Consolidated 

total 

Continuing operations 
   

  

External revenue 5,615 3,970 - - 9,585 

Internal revenue - - 171 (171) - 

Revenue 5,615 3,970 171 (171) 9,585 

Production costs (1,720) (1,857) - - (3,577) 

Gross profit 3,895 2,113 171 (171) 6,008 

Development costs (413) (241) (56) - (710) 

Selling and distribution costs (1,953) (960) - - (2,913) 

Management and administrative expenses (377) (184) (245) 171 (635) 

Other operating income and costs, net 1 (7) - - (6) 

EBITA* 1,153 721 (130) - 1,744 

Amortization of acquired intangible assets (132) (16) - - (148) 

Gain (loss) on divestment of operations etc. - (38) - - (38) 

Operating profit (loss) 1,021 667 (130) - 1,558 

Share of profit (loss) in associates 6 - - - 6 

Financial items (26) (7) (27) - (60) 

Profit (loss) before tax 1,001 660 (157) - 1,504 

Tax on profit (loss) (234) (190) 42 - (382) 

Profit (loss) for the year from continuing operations 767 470 (115) - 1,122 

Discontinued operations       
61 

Profit (loss) for the year from discontinued operations 61 - - - 

Profit (loss) for the year 828 470 (115) - 1,183 
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Balance sheet 2017 
    

DKK million 
GN 

Hearing 
GN 

Audio 
Other 

GN 
Elimination

s 
Consolidated 

total 

Assets           

Goodwill 3339,00 640,00 - - 3979,00 

Development projects 859,00 300,00 - - 1159,00 

Other intangible assets 797,00 116,00 193,00 - 1106,00 

Property plant and equipment 235,00 78,00 173,00 - 486,00 

Loans to dispensers and ownership interests 755,00 - - - 755,00 

Other non-current assets 490,00 101,00 1,00 -2,00 590,00 

Total non-current assets 6475,00 1235,00 367,00 -2,00 8075,00 

Inventories 382,00 329,00 - - 711,00 

Trade receivables 1121,00 990,00 - - 2111,00 

Receivables from subsidiaries* - 578,00 423,00 -1001,00 - 

Tax receivables 67,00 19,00 - -29,00 57,00 

Other receivables 178,00 30,00 49,00 - 257,00 

Cash and cash equivalents 157,00 104,00 265,00 - 526,00 

Total current assets 1905,00 205,00 737,00 -103,00 3662,00 

            

Total assets 838,00 3285,00 1104,00 -1032,00 11737,00 

Equity and Liabilities           

Equity 5254,00 2228,00 -2699,00 - 4783,00 

Bank loans and issued bonds - - 3508,00 - 3508,00 

Pension obligations and deferred tax 233,00 77,00 177,00 -2,00 485,00 

Provisions 171,00 12,00 - - 183,00 

Other non-current liabilities 315,00 - - - 315,00 

Total non-current liabilities 719,00 89,00 3685,00 -2,00 4491,00 

Bank loans 38,00 4,00 11,00 - 53,00 

Trade payables 222,00 350,00 33,00 - 605,00 

Amounts owed to subsidiaries* 1001,00 - - -1001,00 - 

Tax payables 101,00 9,00 3,00 -29,00 84,00 

Provisions 257,00 75,00 - - 332,00 

Other current liabilities 788,00 530,00 71,00 - 1389,00 

Total current liabilities 2407,00 968,00 118,00 -103,00 2463,00 

            

Total equity and liabilities 838,00 3285,00 1104,00 -1032,00 11737,00 

      
Cash flow statement 2017         

DKK million GN 
Hearing 

GN 
Audio 

Other 
GN 

Elimination
s 

Consolidated 
total 

Cash flow from operating activities before changes in working capital 1,541 851 (96) - 2,296 

Cash flow from changes in working capital 47 (12) (9) - 26 

Cash flow from operating activities before financial items and tax 1,588 839 (105) - 2,322 

Cash flow from investing activities:       

Development projects (264) (132) - - (396) 

Other investing activities 428 (43) (82) - 303 

Cash flow from operating and investing activities before financial items 
and tax 

1,752 664 (187) - 2,229 

Tax and financial items (228) (183) (26) - (437) 

Cash flow from operating and investing activities (free cash flow) 1,524 481 (213) - 1,792 
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Income statement 2016 
    

DKK million GN 
Hearing 

GN 
Audio 

Other 
GN 

Elimination
s 

Consolidated 
total 

Continuing operations 
   

  

External revenue 5,156 3,495 - - 8,651 

Internal revenue - - 59 (59) - 

Revenue 5,156 3,495 59 (59) 8,651 

Production costs (1,598) (1,652) - - (3,250) 

Gross profit 3,558 1,843 59 (59) 5,401 

Expensed development costs (454) (217) (6) - (677) 

Selling and distribution costs (1,706) (858) - - (2,564) 

Management and administrative expenses (341) (168) (129) 59 (579) 

Other operating income and costs, net 5 (3) - - 2 

EBITA*) 1,062 597 (76) - 1,583 

Amortization of acquired intangible assets (103) (6) - - (109) 

Gain (loss) on divestment of operations etc. (29) - - - (29) 

Operating profit (loss) 930 591 (76) - 1,445 

Share of profit (loss) in associates 2 - - - 2 

Financial income 257 72 123 (268) 184 

Financial expenses (274) (59) (171) 268 (236) 

Profit (loss) before tax 915 604 (124) - 1,395 

Tax on profit (loss) (224) (113) 28 - (309) 

Profit (loss) for the year from continuing operations 691 491 (96) - 1,086 

Discontinued operations       
(53) 

Profit (loss) for the year from discontinued operations (53) - - - 

Profit (loss) for the year 638 491 (96) - 1,033 

      
Balance sheet 2016 

    

DKK million 
GN 

Hearing 
GN 

Audio 
Other 

GN 
Elimination

s 
Consolidated 

total 

Assets           

Goodwill 3661,00 711,00 - - 4372,00 

Development projects 798,00 267,00 - - 1065,00 

Other intangible assets 854,00 149,00 81,00 - 1084,00 

Property plant and equipment 262,00 71,00 175,00 - 508,00 

Loans to dispensers and ownership interests 865,00 - - - 865,00 

Other non-current assets 567,00 209,00 - -77,00 699,00 

Total non-current assets 7007,00 1407,00 256,00 -77,00 8593,00 

Inventories 425,00 290,00 - - 715,00 

Trade receivables 1177,00 1005,00 1,00 - 2183,00 

Receivables from subsidiaries* - 2229,00 - -2229,00 - 

Tax receivables 49,00 8,00 - -43,00 14,00 

Other receivables 171,00 51,00 9,00 - 231,00 

Cash and cash equivalents 114,00 64,00 - - 178,00 

Total current assets 1936,00 3647,00 10,00 -2272,00 3321,00 

    

Assets held for sale 921,00 - - - 921,00 

    

Total assets 9864,00 5054,00 266,00 -2349,00 12835,00 

Equity and Liabilities   

Equity 6802,00 3961,00 -5143,00 - 562,00 

Bank loans - - 3527,00 - 3527,00 

Pension obligations and deferred tax 293,00 101,00 179,00 -77,00 496,00 

Provisions 238,00 9,00 1,00 - 248,00 

Other non-current liabilities 325,00 - - - 325,00 

Total non-current liabilities 856,00 110,00 3707,00 -77,00 4596,00 
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Bank loans - 8,00 47,00 - 55,00 

Trade payables 245,00 380,00 17,00 - 642,00 

Amounts owed to subsidiaries* 681,00 - 1548,00 -2229,00 - 

Tax payables 43,00 63,00 9,00 -43,00 72,00 

Provisions 222,00 67,00 - - 289,00 

Other current liabilities 804,00 465,00 81,00 - 135,00 

Total current liabilities 1995,00 983,00 1702,00 -2272,00 2408,00 

    

Liabilities directly associated with assets held for sale 211,00 - - - 211,00 

    

Total equity and liabilities 9864,00 5054,00 266,00 -2349,00 12835,00 

            

Cash flow statement 2016         

DKK million GN 
Hearing 

GN 
Audio 

Other 
GN 

Elimination
s 

Consolidated 
total 

Cash flow from operating activities before changes in working capital 1,397 712 (52) - 2,057 

Cash flow from changes in working capital (32) 36 10 - 14 

Cash flow from operating activities before financial items and tax 1,365 748 (42) - 2,071 

Cash flow from investing activities:       

Development projects (355) (126) - - (481) 

Other investing activities (878) (207) 1 - (1,084) 

Cash flow from operating and investing activities before financial items 
and tax 

132 415 (41) - 506 

Tax and financial items (186) (75) (7) - (268) 

Cash flow from operating and investing activities (free cash flow) (54) 340 (48) - 238 

 

Income statement 2015 
    

DKK million GN 
Hearing 

GN 
Audio 

Other 
GN 

Elimination
s 

Consolidated 
total 

Continuing operations 
   

  

External revenue 4,526 3,229 - - 7,755 

Internal revenue - - 57 (57) - 

Revenue 4,526 3,229 57 (57) 7,755 

Production costs (1,474) (1,532) - - (3,006) 

Gross profit 3,052 1,697 57 (57) 4,749 

Expensed development costs (428) (209) (14) - (651) 

Selling and distribution costs (1,443) (818) - - (2,261) 

Management and administrative expenses (267) (131) (121) 57 (462) 

Other operating income and costs, net 7 1 - - 8 

EBITA*) 921 540 (78) - 1,383 

Amortization of acquired intangible assets (63) (11) - - (74) 

Gain (loss) on divestment of operations etc. (10) - - - (10) 

Beltone Network non-recurring items (150) - - - (150) 

Operating profit (loss) 698 529 (78) - 1,149 

Share of profit (loss) in associates 5 - - - 5 

Financial income 74 23 34 (34) 97 

Financial expenses (142) (40) (87) 34 (235) 

Profit (loss) before tax 635 512 (131) - 1,016 

Tax on profit (loss) (185) (115) 31 - (269) 

Profit (loss) for the year from continuing operations 450 397 (100) - 747 

Discontinued operations       
58 

Profit (loss) for the year from discontinued operations 58 - - - 

Profit (loss) for the year 508 397 (100) - 805 
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Balance sheet 2015 
    

DKK million 
GN 

Hearing 
GN 

Audio 
Other 

GN 
Elimination

s 
Consolidated 

total 

Assets           

Goodwill 3069,00 537,00 - - 3606,00 

Development projects 961,00 223,00 - - 1184,00 

Other intangible assets 532,00 38,00 109,00 - 679,00 

Property plant and equipment 284,00 71,00 179,00 - 534,00 

Loans to dispensers and ownership interests 1008,00 - - - 1008,00 

Other non-current assets 602,00 158,00 - 3,00 763,00 

Total non-current assets 6456,00 1027,00 288,00 3,00 7774,00 

Inventories 491,00 229,00 - - 720,00 

Trade receivables 1345,00 909,00 1,00 - 2255,00 

Receivables from subsidiaries* - 197,00 - -197,00 - 

Tax receivables 57,00 11,00 13,00 -18,00 63,00 

Other receivables 151,00 71,00 10,00 - 232,00 

Cash and cash equivalents 104,00 28,00 - - 132,00 

Total current assets 2148,00 3218,00 24,00 -1988,00 3402,00 

            

Total assets 8604,00 4245,00 312,00 -1985,00 11176,00 

Equity and Liabilities           

Equity 5996,00 3380,00 -3612,00 - 5764,00 

Bank loans - - 2297,00 - 2297,00 

Pension obligations and deferred tax 340,00 48,00 184,00 -12,00 560,00 

Provisions 50,00 8,00 1,00 - 59,00 

Other non-current liabilities 301,00 - - - 301,00 

Total non-current liabilities 691,00 56,00 2482,00 -12,00 3217,00 

Bank loans 14,00 12,00 21,00 - 47,00 

Trade payables 335,00 379,00 17,00 - 731,00 

Amounts owed to subsidiaries* 627,00 - 1343,00 -1970,00 - 

Tax payables 25,00 5,00 1,00 -3,00 28,00 

Provisions 206,00 69,00 7,00 - 282,00 

Other current liabilities 710,00 344,00 53,00 - 1107,00 

Total current liabilities 1917,00 809,00 1442,00 -1973,00 2195,00 

            

Total equity and liabilities 8604,00 4245,00 312,00 -1985,00 11176,00 

      
Cash flow statement 2015         

DKK million GN 
Hearing 

GN 
Audio 

Other 
GN 

Elimination
s 

Consolidated 
total 

Cash flow from operating activities before changes in working capital 1,339 681 (74) - 1,946 

Cash flow from changes in working capital (29) (127) 5 - (151) 

Cash flow from operating activities before financial items and tax 1,310 554 (69) - 1,795 

Cash flow from investing activities:       

Development projects (322) (138) - - (460) 

Other investing activities (199) (60) (35) - (294) 

Cash flow from operating and investing activities before financial items 
and tax 

789 356 (104) - 1,041 

Tax and financial items (244) (85) (16) - (345) 

Cash flow from operating and investing activities (free cash flow) 545 271 (120) - 696 
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INCOME STATEMENT 2014 
 

DKK million GN 
Resound 

GN 
Netcom 

Other 
GN 

Eliminatio
ns 

Consolidated 
total 

External revenue 4,469 2,871     7,340 

Internal revenue     67 (67)   

Revenue 4,469 2,871 67 (67) 7,340 

Production costs (1,471) (1,333)     (2,804) 

Gross profit 2,998 1,538 67 (67) 4,536 

Expensed development costs (405) (203) (8)   (616) 

Selling and distribution costs (1,345) (688) 
  

(2,033) 

Management and administrative expenses (352) (127) (217) 67 (629) 

Other operating income and costs, net 1 1     2 

EBITA* 897 521 (158)   1,260 

Amortization of acquired intangible assets (46) (9)     (55) 

Gain (loss) on divestment of operations etc. (10)       (10) 

Operating profit (loss) 841 512 (158)   1,195 

Share of profit (loss) in associates 5       5 

Financial income 59 69 62 (55) 135 

Financial expenses (122) (71) (81) 55 (219) 

Profit (loss) before tax 783 510 (177)   1,116 

Tax on profit (loss) (237) (110) 24   (323) 

Profit (loss) for the year 546 400 (153)   793 

Profit (loss) for the year 546 400 (153)   793 

      
Balance sheet 2014      

DKK million 
  GN 

Resound    
GN 

Netcom      
  other 

GN 
eliminatio

ns total 

assets           

Goodwill 2779,000 487 - - 3266,000 

Development projects 901 168 - - 1069,000 

Other intangible assets 461 46 93 - 600 

Property plant and equipment 233 51 188 - 472 

Loans to dispensers and ownership interests 996 - - - 996 

Other non-current assets 700 153 1 (18) 836 

total non-current assets 607,000 905 282 (18) 7239,000 

Inventories 414 202 - - 616 

Trade receivables 1146,000 761 2 - 1909,000 

Receivables from subsidiaries* - 1667,000 - (1667,000) - 

Tax receivables 21 5 - (5) 21 

Other receivables 280 30 20 - 330 

Cash and cash equivalents 87 27 - - 114 

total current assets 1948,000 2692,000 22 (1672,000) 299,000 

            

total assets 8018,000 3597,000 304 (169,000) 10229,000 

equity and liabilities           

equity 5033,000 2820,000 (2186,00
0) 

- 5667,000 

Bank loans - - 1675,000 - 1675,000 

Pension obligations and deferred tax 294 38 172 (18) 486 

Provisions 81 7 17 - 105 

Other non-current liabilities 268 - - - 268 

total non-current liabilities 643 45 1864,000 (18) 2534,000 

Bank loans 8 7 55 - 70 

Trade payables 237 326 30 - 593 
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Amounts owed to subsidiaries* 1179,000 - 488 (1667,000) - 

Tax payables 100 7 4 (5) 106 

Provisions 185 62 16 - 263 

Other current liabilities 633 330 33 - 996 

total current liabilities 2342,000 732 626 (1672,000) 2028,000 

            

total equity and liabilities 8018,000 3597,000 304 (169,000) 10229,000 

      
Cash flow Statement 2014           

DKK million GN 
Resound 

GN 
Netcom 

Other 
GN 

Eliminatio
ns 

total 

Cash flow from operating activities before changes in working capital 1,204 667 (128) - 1,743 

Cash flow from changes in working capital and restructuring/non-recurring 
costs paid 

(159) (109) 11   (257) 

Cash flow from operating activities before 
financial items and tax 

1,045 558 (117) 
  

1,486 

Cash flow from investing activities:      
 
Development projects 

(290) (118) (3) 
  

(411) 

Other investing activities (420) (37) (51)   (508) 

Cash flow from operating and investing activities before financial items 
and tax 

335 403 (171)   567 

Tax and financial items (94) (63) 24   (133) 

Cash flow from operating and investing activities (free cash flow) 241 340 (147) 
 

434 

Cash flow from changes in working capital and restructuring/non-recurring 
costs paid 

(159) (109) 11   (257) 

Cash flow from operating activities before 
financial items and tax 

1,045 558 (117) 
  

1,486 

Cash flow from investing activities:      
 
Development projects 

(290) (118) (3) 
  

(411) 

Other investing activities (420) (37) (51)   (508) 

Cash flow from operating and investing activities before financial items 
and tax 

335 403 (171)   567 

Tax and financial items (94) (63) 24   (133) 

Cash flow from operating and investing activities (free cash flow) 241 340 (147) 
 

434 
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A3. GN Hearing - Analytical Statements  

Analytical Income Statement (DKK Million) 2014 2015 2016 2017 2018 

Revenue Europe 1.245  1.403  1.341  1.382  1.467  
Revenue North America 1.790  2.172  2.784  3.065  3.104  

Revenue Asia and RoW 856  950  1.031  1.168  1.262  

Total Revenue 3.892  4.526  5.156  5.615  5.833  
Growth% YoY 7% 16% 14% 9% 4% 

Production Costs -1.214  -1.475  -1.598  -1.718  -1.797  

Gross Profit 2.678  3.051  3.558  3.897  4.034  
Total Operational Costs (excluding D&A) -1.741  -1.973  -2.409  -2.680  -2.788  

EBITDA 937  1.078  1.149  1.217  1.246  
Net D&A (estimated) -149  -241  -158  -184  -176  

EBIT  789  837  991  1.034  1.070  
Tax on EBIT (estimated) -227  -219  -218  -260  -233  

NOPAT 561  618  773  774  837  

      
NFE (estimated)  -40  -69  -26  -30  -102  
Tax Shield  12  18  6  8  23  

NFE After Tax -28  -51  -20  -22  -79  

      
Net Profit of the year 533  567  752  752  758  

 

Analytical Balance Sheet           
Invested Capital (Net operating assets) 2014 2015 2016 2017 2018 

Inventories 414  491  425  382  460  

Trade receivables 1.147  1.346  1.178  1.121  1.276  
Tax receivables 19  55  14  53  16  
Other Receivables 290  156  176  203  184  

Total current operating assets 1.870  2.047  1.792  1.758  1.936  

      
Trade Payables 252  344  254  239  281  
Tax payables 100  24  26  84  148  
Provisions 193  210  222  257  256  
Other current liabilities 650  737  845  824  903  

Total current, non-interest bearing debt 1.194  1.314  1.346  1.403  1.588  

      
Operating Working Capital 676  734  446  355  348  

      
Goodwill 2.779  3.069  3.661  3.339  3.478  
Development Projects 901  961  798  859  922  
Other Intangible Assets 508  587  895  894  875  
PP&E 327  374  350  322  327  

Loans to dispensers and ownership interests 996  1.008  865  755  887  
Other non-current assets 692  604  529  490  617  

Total non-current, operating assets 6.202  6.602  7.097  6.658  7.106  

      
Provisions 90  51  239  171  177  
Other non-current liabilities 268  301  325  315  306  
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Total non-current, non-interest bearing debt 358  352  564  486  483  

      
Invested Capital (Net operating Assets) 6.520  6.984  6.979  6.527  6.971  

            

Invested Capital  2014 2015 2016 2017 2018 

      
Equity (estimated) 5.102  5.119  4.424  4.234  4.777  

      
Interest Bearing Debt           

Pension obligations and deferred tax 371  426  344  321  313  
Bank loans (estimated) 1.098  1.518  2.302  2.218  2.229  
Short term bank loans 36  25  24  44  21  

      
Interest bearing assets           

Cash and cash equivalents 87  104  114  290  369  

      
Net-Interest bearing debt (NIBD) 1.418  1.865  2.555  2.292  2.194  

      
Invested Capital 6.520  6.984  6.979  6.527  6.971  

 

Net Working Capital 2014 2015 2016 2017 2018 

Net Working Capital 676  734  446  355  348  
Δ Net working capital - -58  288  91  7  

      
Capital expenditure (CAPEX) 2014 2015 2016 2017 2018 

CAPEX 737  539  1.233  -123  720  
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A4. GN Audio – Analytical Statements 

Analytical Income Statement (DKK Million) 2014 2015 2016 2017 2018 

Revenue Europe 1.493  1.518  1.608  1.693  2.167  
Revenue North America 890  1.130  1.293  1.553  1.743  

Revenue Asia and rest of world 488  581  594  724  864  

Total Revenue 2.871  3.229  3.495  3.970  4.774  
Growth% YoY 10% 12% 8% 14% 20% 

Production Costs -1.332  -1.531  -1.653  -1.858  -2.234  

Gross Profit 1.539  1.698  1.842  2.112  2.540  
Total Operational Costs (excluding D&A) -1.047  -1.146  -1.230  -1.404  -1.638  

EBITDA 492  553  612  708  902  
Net D&A (estimated) -149  -241  -158  -184  -176  

EBIT  344  312  454  525  726  
Tax on EBIT (estimated) -99  -82  -100  -132  -158  

NOPAT 244  230  354  393  568  

      
NFE (estimated)  -40  -69  -26  -30  -102  
Tax Shield  12  18  6  8  23  

NFE After Tax -28  -51  -20  -22  -79  

      
Net Profit of the year 216  180  334  370  489  

 

Analytical Balance Sheet           
Invested Capital (Net operating assets) 2014 2015 2016 2017 2018 

Inventories 202  229  290  329  492  
Trade receivables 762  910  1.006  990  1.118  

Tax receivables 3  9  0  5  13  
Other Receivables 40  76  56  55  87  

Total current operating assets 1.007  1.223  1.351  1.378  1.710  

      
Trade Payables 341  388  389  367  654  
Tax payables 7  4  46  0  0  
Provisions 70  73  67  75  122  
Other current liabilities 347  371  506  566  667  

Total current, non-interest bearing debt 764  835  1.007  1.007  1.443  

      
Operating Working Capital 243  389  344  371  267  

      
Goodwill 487  537  711  640  767  
Development Projects 168  223  267  300  300  
Other Intangible Assets 93  93  190  213  252  
PP&E 145  161  159  165  188  
Loans to dispensers and ownership interests 0  0  0  0  0  
Other non-current assets 145  160  171  101  124  

Total non-current, operating assets 1.037  1.173  1.497  1.418  1.631  

      
Provisions 16  9  10  12  85  
Other non-current liabilities 0  0  0  0  0  
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Total non-current, non-interest bearing debt 16  9  10  12  85  

      
Invested Capital (Net operating Assets) 1.264  1.553  1.831  1.777  1.813  

            

Invested Capital  2014 2015 2016 2017 2018 

      
Equity (estimated) 565  645  486  549  319  

      
Interest Bearing Debt           

Pension obligations and deferred tax 115  134  152  165  140  
Bank loans (estimated) 577  779  1.225  1.290  1.613  
Short term bank loans 35  23  32  10  8  

      
Interest bearing assets           

Cash and cash equivalents 27  28  64  237  268  

      
Net-Interest bearing debt (NIBD) 699  907  1.345  1.228  1.493  

      
Invested Capital 1.264  1.553  1.831  1.777  1.813  

 

Net Working Capital 2014 2015 2016 2017 2018 

Net Working Capital 243  389  344  371  267  
Δ Net working capital - -146  45  -27  104  

      
Capital expenditure (CAPEX) 2014 2015 2016 2017 2018 

CAPEX 182  216  333  216  340  
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A5. GN Store Nord - Analytical Statements 

This section in not used for valuation purposes but verifies that the segmented totals add up to the 

reported financials.  

Analytical Income Statement (DKK Million) 2014 2015 2016 2017 2018 

Revenue Europe 2.738  2.921  2.948  3.075  3.634  
Revenue North America 2.680  3.303  4.077  4.618  4.847  
Revenue Asia and rest of world 1.344  1.532  1.625  1.892  2.126  

Total Revenue 6.763  7.755  8.651  9.585  10.607  
Growth% YoY 8% 15% 12% 11% 11% 

Production Costs -2.546  -3.006  -3.251  -3.576  -4.031  

Gross Profit 4.217  4.749  5.400  6.009  6.574  
Total Operational Costs (excluding D&A) -2.788  -3.119  -3.640  -4.084  -4.426  

EBITDA 1.429  1.630  1.760  1.925  2.148  
Net D&A (estimated) -297  -481  -315  -367  -352  

EBIT 1.132  1.149  1.445  1.558  1.796  
Tax on EBIT (estimated) -326  -301  -319  -391  -391  

NOPAT 806  848  1.126  1.167  1.405  
Income Tax rate (estimated) 29% 26% 22% 25% 22% 

Net Financial Expenses -80  -138  -52  -60  -203  
Tax shield (estimated) 23  37  12  15  45  

NFE After Tax -57  -101  -40  -45  -158  
      

Profit of the year 749  747  1.086  1.122  1.247  
 

  

Analytical Balance Sheet           
Invested Capital (Net operating assets) 2014 2015 2016 2017 2018 

Inventories 616  720  715  711  952  
Trade receivables 1.909  2.255  2.183  2.111  2.394  
Tax receivables 21  63  14  57  29  
Other Receivables 330  232  231  257  270  

Total current operating assets 2.876  3.270  3.143  3.136  3.645  

      
Trade Payables 593  731  642  605  934  
Tax payables 106  28  72  84  148  
Provisions 263  282  289  332  378  
Other current liabilities 996  1.107  1.350  1.389  1.570  

Total current, non-interest bearing debt 1.958  2.148  2.353  2.410  3.030  

      
Operating Working Capital 918  1.122  790  726  615  

      
Goodwill 3.266  3.606  4.372  3.979  4.245  
Development Projects 1.069  1.184  1.065  1.159  1.222  
Other Intangible Assets 600  679  1.084  1.106  1.127  
PP&E 472  534  508  486  514  
Loans to dispensers and ownership interests 996  1.008  865  755  887  
Other non-current assets 836  763  699  590  741  
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Total non-current, operating assets 7.239  7.774  8.593  8.075  8.736  

      
Provisions 105  59  248  183  262  
Other non-current liabilities 268  301  325  315  306  

Total non-current, non-interest bearing debt 373  360  573  498  568  

      
Invested Capital (Net operating Assets) 7.784  8.536  8.810  8.303  8.783  

            

Invested Capital  2014 2015 2016 2017 2018 

      
Equity (estimated) 5.667  5.764  5.620  4.783  5.096  

      
Interest Bearing Debt           

Pension obligations and deferred tax 486  560  496  485  453  
Bank loans (estimated) 1.675  2.297  3.527  3.508  3.842  
Short term bank loans 70  47  55  53  28  

      
Interest bearing assets           

Cash and cash equivalents 114  132  178  526  636  

      
Net-Interest bearing debt (NIBD) 2.117  2.772  3.900  3.520  3.687  

      
Invested Capital 7.784  8.536  8.810  8.303  8.783  

 

A6. Terminal Growth Rate Calculation 

Source: Authors own compilation based on forecasted inflation rates (IMF, 2019). 

Inflation rate (Annual % change) Short-term Mid-term Long-term 

 ©IMF, 2019 E2019 E2020 E2021 E2022 E2023 

Europe 2,2% 2,2% 2,2% 2,3% 2,3% 
North America 2,2% 2,7% 2,3% 2,3% 2,3% 
Rest of World 3,6% 3,6% 3,5% 3,5% 3,4% 

Hearing - Revenue Contribution           
Europe  25% 25% 21% 18% 19% 
North America 53% 53% 54% 55% 53% 
Rest of world 22% 22% 25% 27% 28% 

Weighted Inflation Rate 2,51% 2,77% 2,58% 2,62% 2,61% 

Audio - Revenue Contribution           
Europe  45% 45% 44% 43% 40% 

North America 37% 37% 35% 34% 33% 
Rest of world 18% 18% 21% 23% 27% 

Weighted Inflation Rate 2,45% 2,64% 2,51% 2,58% 2,60% 
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A7. GN Hearing - Forecasting Assumptions 

Forecasting Assumptions Hist. Avg. 2018 E2019 E2020 E2021 E2022 TV E2023 

Total Revenue Growth 10,0% 3,9% 7,0% 7,0% 4,1% 3,9% 2,6% 

Revenue Growth Europe 1,5% 6,2% 6,4% 7,0% -12,5% -10,9% 8,3% 

Revenue Growth North America 16,2% 1,3% 6,6% 7,0% 6,1% 5,8% -1,1% 

Revenue Growth RoW 10,6% 8,0% 8,8% 7,0% 18,3% 12,2% 6,4% 

          

Net Borrowing Rate 2,7% 4,6% 4,0% 4,0% 4,0% 4,0% 4,5% 

Marginal  Tax Rate 22,8% 22,0% 22,0% 22,0% 22,0% 22,0% 22,0% 

Historical Effective Tax rate 24,8% 22,0% E23%     

Net D&A as % of Revenue 3,7% 3,0% 3,7% 3,7% 3,7% 3,7% 3,7% 

          

Current Operating Assets  as % of revenue 39% 33,2% 33,1% 33,1% 33,1% 33,0% 33,0% 

Total current, non-interest bearing debt as % of Revenue 28% 27,2% 26,1% 26,1% 26,1% 26,1% 26,1% 

Total non-current, operating assets as % of revenue 137% 121,8% 121,8% 122,5% 123,0% 121,1% 121,1% 

Total non-current, non-interest bearing debt as % of revenue 9% 8,3% 8,3% 8,3% 8,3% 8,2% 8,2% 

Net interest Bearing debt as % of invested capital 30% 31,5% 34,4% 34,4% 34,4% 34,4% 34,4% 

 

A8. GN Audio – Forecasting Assumptions 

Forecasting Assumptions Hist. Avg. 2018 E2019 E2020 E2021 E2022 TV E2023 

Total Revenue Growth 12,9% 20,3% 17,0% 14,0% 9,0% 6,0% 2,6% 

Revenue Growth Europe 9,7% 28,0% 16,0% 14,0% 6,6% 3,6% -4,6% 

Revenue Growth North America 18,2% 12,2% 18,6% 14,0% 3,1% 3,0% -0,4% 

Revenue Growth RoW 13,3% 19,3% 16,4% 14,0% 27,2% 16,1% 20,4% 

          

Net Borrowing Rate 4,9% 6,8% 4,0% 4,0% 4,0% 4,0% 4,5% 

Marginal  Tax Rate 22,8% 22,0% 22,0% 22,0% 22,0% 22,0% 22,0% 

Historical Effective Tax rate 24,8% 22,0% E23%     

Net D&A as % of Revenue 5,1% 3,7% 3,7% 3,7% 3,7% 3,7% 3,7% 

          

Current Operating Assets  as % of revenue 36,4% 35,8% 31,4% 31,4% 31,4% 31,3% 31,3% 

Total current, non-interest bearing debt as % of Revenue 27,4% 30,2% 28,1% 28,1% 28,1% 28,1% 28,1% 

Total non-current, operating assets as % of revenue 37,0% 34,2% 37,2% 37,2% 37,2% 37,3% 37,3% 

Total non-current, non-interest bearing debt as % of revenue 0,6% 1,8% 0,8% 0,8% 0,8% 0,8% 0,8% 

Net interest Bearing debt as % of invested capital 67,7% 82,4% 75,0% 75,0% 75,0% 75,0% 75,0% 
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A9. GN Hearing Forecasting Rationale by Item. 

This section presents the reasoning behind the forecasted financials of GN Hearing besides the revenue 

and margin forecasts presented in section 12.1.2.  

Interest Rate 

The net borrowing rate has fluctuated between 1.0% and 4.6% calculated as NFE/NIBD from 2014-

2018. The calculated borrowing rate consists of interest, fair value adjustments of derivative financial 

instruments and impairments, foreign exchange and others. While the borrowing rate is quite high relative 

to GN’s low gearing, the costs from fair value adjustments to derivative instruments and foreign exchange 

have been consistently high over the past years and are assumed recurring. The interest rate has been 
assumed at 4% in the forecast horizon and 4.5% in the terminal period to account for an expected 

increase in interest rates.  

CAPEX 

CAPEX is driven by fluctuations in tangible and tangible assets from year-to-year and is added by net 

D&A. Intangible and tangible assets are expected to increase throughout the forecast horizon, although 

at a decreasing pace. CAPEX is expected to increase as GN Hearing is expected to invest more in their 

business due to the heavy R&D focus.  

Marginal Tax Rate 

The company reports earnings in DKK, and the marginal tax rate has been set at 22% which is the current 

corporate tax rate in Denmark. A more correct approach would be to use the average nominal tax rate 

across all countries of operation relative to the country revenue contribution. However, this figure is not 

reported and thus the Danish corporate tax rate has been assumed.  

Net Depreciations and Amortisation 

The historical net D&A is quite stable to revenue at an average of 3.7% as percent of revenue. The 5 year 

historical average has been applied to the forecasted pro forma statements. 

Current Operating Assets 

This item is driven by levels in inventory, trade receivables, tax receivables and other receivables. The 

current operating assets are expected to increase slightly more relative to revenue in the forecast horizon, 

and decrease slightly towards the end of mid-term to long-term at 33% as percentage of revenue.  The 

reason being a slightly lower bargaining power towards buyers when the competitive environment 
intensifies.  

Total current, non-interest bearing debt 

The item is driven by levels in trade payables, tax payables, provisions and other current liabilities. The 

total current, non-interest bearing debt is expected to decrease slightly from the 2018 level relative to 

revenue, and is assumed constant at 26.1% as percentage of revenue throughout the horizon and terminal 

period. The reason being an unchanged bargaining power towards suppliers. 

Total non-current, operating assets 

The item is driven by levels in goodwill, development projects, other intangible assets, PP&E, loans to 

dispensers and other non-current assets. The historical average has fluctuated from 119% to 159% as 

percentage of revenue. The item is expected to increase in level from the short to the midterm due to 

increased investments in the company. Towards the terminal period, the total non-current, operating 

assets is expected to decrease back to around 2018 levels as the segment reaches steady state. 
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Total non-current, non-interest bearing debt 

The item is driven by levels in provisions and other non-current liabilities. The historical average is 9% 
as percentage of revenue. However, a slightly lower relative level is expected with 8.3% to revenue in the 

short to mid-term and 8.2% to revenue in the long-term as GN Hearing reaches steady state. 

Net interest bearing debt 

Debt levels are expected to increase relative to invested capital (net operating assets) and are set at 34.4% 

as percentage of invested capital throughout the forecasting horizon and terminal period.  The NIBD 

estimates are not used for any valuation purposes, but is merely forecasted to control that invested capital 

of net operating assets is calculated correctly.  

Net Working Capital 

NWC is calculated as: 

𝑁𝑊𝐶 = 𝑇𝑜𝑡𝑎𝑙 𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝐴𝑠𝑠𝑒𝑡𝑠 − 𝑇𝑜𝑡𝑎𝑙 𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠 

And is driven by the level of inventories, trade receivables, tax receivables and other receivables relative 

to trade payables, tax payables, provisions and other current liabilities.  See Current operating Assets and 
current operating liabilities for the forecast assumptions.   

 

A10. GN Audio Forecasting rationale by Item 

This section presents the reasoning behind the forecasted financials of GN Audio besides the revenue 

and margin forecasts presented in section 12.1.3. 

Interest Rate 

The net borrowing rate has fluctuated between 1.9% and 6.8% calculated as NFE/NIBD of revenue 

from 2014-2018. The calculated borrowing rate consists of interest, fair value adjustments of derivative 

financial instruments and impairments, foreign exchange and others. While the borrowing rate is quite 
high relative to GN’s low gearing, the costs from fair value adjustments to derivative instruments and 

foreign exchange have been consistently high over the past years and are assumed recurring. The interest 

rate has been assumed at 4% in the forecast horizon and 4.5% in the terminal period to account for the 

expected increase in interest rate.  

Marginal Tax Rate 

The company reports earnings in DKK, and the marginal tax rate has been set at 22% which is the current 

corporate tax rate in Denmark. A more correct approach would be to use the average nominal tax rate 
across all countries of operation relative to the country revenue contribution. However, this figure is not 

reported and thus the Danish corporate tax rate has been assumed. 

Net Depreciations and Amortisation 

The historical net D&A is quite stable to revenue at an average of 5.1% as percent of revenue. The 2018 

level has been applied to the forecasted pro forma statements throughout the forecast horizon and the 

terminal period. 

Current Operating Assets 

This item is driven by levels in inventory, trade receivables, tax receivables and other receivables. The 

current operating assets are expected to decrease slightly relative to revenue in the forecast horizon, and 

decrease slightly towards the end of mid-term to long-term at 31.3% as percentage of revenue.  The 
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reason being a slightly lower bargaining power towards buyers when the UC segment is approached by 

various competitors.  

Total current, non-interest bearing debt 

The item is driven by levels in trade payables, tax payables, provisions and other current liabilities. The 

total current, non-interest bearing debt is expected to decrease slightly from the 2018 level relative to 

revenue, and is assumed constant at 28.1% which is a little above the historical average of 27.4% as 

percentage of revenue throughout the horizon and terminal period. The reason being an unchanged 

bargaining power towards suppliers. 

Total non-current, operating assets 

The item is driven by levels in goodwill, development projects, other intangible assets, PP&E and other 

non-current assets. The historical average has fluctuated from 34.2% to 42.8% as percentage of revenue. 

The item is expected to increase from the 2018 level in the short and mid-term due to increased 

investments in the company. Towards the terminal period, the total non-current, operating assets is 

expected to increase 100 bps as the segment reaches steady state. 

Total non-current, non-interest bearing debt 

The item is driven by levels in provisions and other non-current liabilities. The historical average is 0.6% 

as percentage of revenue. However, a slightly higher relative level is expected with 0.8% to revenue 

throughout the forecast horizon and terminal period as GN Audio reaches steady state. 

Net interest bearing debt 

Debt levels are expected to increase relative to the historical average of invested capital (net operating 

assets) and is set at 75% as percentage of invested capital throughout the forecasting horizon and terminal 
period.  The NIBD estimates are not used for any valuation purposes, but is merely forecasted to control 

that invested capital of net operating assets is calculated correctly.  

Net Working Capital 

NWC is calculated as: 

𝑁𝑊𝐶 = 𝑇𝑜𝑡𝑎𝑙 𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝐴𝑠𝑠𝑒𝑡𝑠 − 𝑇𝑜𝑡𝑎𝑙 𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠 

And is driven by the level of inventories, trade receivables, tax receivables and other receivables relative 
to trade payables, tax payables, provisions and other current liabilities.  See Current operating Assets and 

current operating liabilities for the forecast assumptions.   
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A11. GN Hearing – Pro Forma Statements 

Analytical Income Statement (DKK Million) 2018 E2019 E2020 E2021 E2022 TV E2023 

Revenue Europe 1.467  1.560  1.670  1.460  1.301  1.409  
Revenue North America 3.104  3.308  3.539  3.756  3.974  3.930  

Revenue Asia and RoW 1.262  1.373  1.469  1.739  1.951  2.076  

Total Revenue 5.833  6.241  6.678  6.955  7.226  7.415  
Growth% YoY 4% 7% 7% 4,14% 3,90% 2,61% 

Production Costs -1.797  -1.935  -2.070  -2.156  -2.240  -2.298  

Gross Profit 4.034  4.307  4.608  4.799  4.986  5.116  
Total Operational Costs (excluding D&A) -2.788  -2.902  -3.119  -3.255  -3.389  -3.477  

EBITDA 1.246  1.404  1.489  1.544  1.597  1.639  
Net D&A (estimated) -176  -231  -247  -257  -267  -274  

EBIT  1.070  1.174  1.243  1.287  1.330  1.365  
Tax on EBIT (estimated) -233  -258  -273  -283  -293  -300  

NOPAT 837  916  969  1.004  1.037  1.064  

        
NFE (estimated)  -102  -103  -111  -116  -119  -138  
Tax Shield  23  23  25  26  26  30  

NFE After Tax -79  -81  -87  -91  -93  -107  

        
Net Profit of the year 758  835  882  913  944  957  

 

Analytical Balance Sheet             

Invested Capital (Net operating assets) 2018 E2019 E2020 E2021 E2022 TV E2023 

Inventories 460        

Trade receivables 1.276        

Tax receivables 16        

Other Receivables 184        

Total current operating assets 1.936  2.065  2.209  2.301  2.385  2.447  

        

Trade Payables 281        

Tax payables 148        

Provisions 256        

Other current liabilities 903        

Total current, non-interest bearing debt 1.588  1.629  1.743  1.815  1.886  1.935  

        

Operating Working Capital 348  436  466  485  499  512  

        

Goodwill 3.478        

Development Projects 922        

Other Intangible Assets 875        

PP&E 327        

Loans to dispensers and ownership interests 887        

Other non-current assets 617        

Total non-current, operating assets 7.106  7.602  8.181  8.554  8.753  8.981  
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Provisions 177        

Other non-current liabilities 306        

Total non-current, non-interest bearing debt 483  517  553  576  593  608  

        

Invested Capital (Net operating Assets) 6.971  7.521  8.094  8.464  8.659  8.885  

 

Capital expenditure (CAPEX) 2018 E2019 E2020 E2021 E2022 TV E2023 

Int. and Tang. Assets (Beginning of period) 8.784  9.410  10.035  10.759  11.224  11.506  

Net D&A -94  -231  -247  -257  -267  -274  

Int. and Tang. Assets  (End of period) 9.410  10.035  10.759  11.224  11.506  11.797  

CAPEX 720  856  970  722  550  565  
 

Net Working Capital 2018 E2019 E2020 E2021 E2022 TV E2023 

Net Working Capital 348  436  466  485  499  512  

Δ Net working capital 7  -88  -30  -19  -13  -13  

 

FCFF 2018 E2019 E2020 E2021 E2022 TV E2023 

NOPAT 837  916  969  1.004  1.037  1.064  

Depreciation and amortization(+) 176  231  247  257  267  274  

Δ Net working capital 7  -88  -30  -19  -13  -13  

Capital Expenditure (CAPEX)(-) -720  -856  -970  -722  -550  -565  

Free cash flows to the firm (FCFF) 300  202  215  520  741  761  
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A12. GN Audio – Pro Forma Statements 

Analytical Income Statement (DKK Million) 2018 E2019 E2020 E2021 E2022 TV E2023 

Revenue Europe 2.167  2.514  2.865  3.054  3.164  3.019  
Revenue North America 1.743  2.067  2.356  2.429  2.501  2.491  

Revenue Asia and rest of world 864  1.005  1.146  1.458  1.692  2.038  

Total Revenue 4.774  5.586  6.368  6.941  7.357  7.548  
Growth% YoY 20% 17% 14% 9,00% 6,00% 2,60% 

Production Costs -2.234  -2.614  -2.980  -3.248  -3.443  -3.533  

Gross Profit 2.540  2.972  3.388  3.692  3.914  4.016  
Total Operational Costs (excluding D&A) -1.638  -1.826  -2.019  -2.256  -2.413  -2.476  

EBITDA 902  1.145  1.369  1.437  1.501  1.540  
Net D&A (estimated) -176  -206  -235  -256  -272  -279  

EBIT  726  939  1.134  1.180  1.229  1.261  
Tax on EBIT (estimated) -158  -207  -249  -260  -270  -277  

NOPAT 568  732  884  921  959  984  

        
NFE (estimated)  -102  -67  -76  -83  -88  -101  
Tax Shield  23  15  17  18  19  22  

NFE After Tax -79  -52  -59  -65  -68  -79  

        
Net Profit of the year 489  680  825  856  890  905  

 

Analytical Balance Sheet             
Invested Capital (Net operating assets) 2018 E2019 E2020 E2021 E2022 TV E2023 

Inventories 492        
Trade receivables 1.118        
Tax receivables 13        
Other Receivables 87        
Total current operating assets 1.710  1.753  1.999  2.179  2.302  2.362  

        
Trade Payables 654        
Tax payables 0        
Provisions 122        
Other current liabilities 667        
Total current, non-interest bearing debt 1.443  1.571  1.791  1.952  2.070  2.123  

        
Operating Working Capital 267  182  208  226  232  239  

        
Goodwill 767        
Development Projects 300        
Other Intangible Assets 252        
PP&E 188        
Loans to dispensers and ownership interests 0        
Other non-current assets 124        
Total non-current, operating assets 1.631  2.080  2.372  2.585  2.745  2.817  
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Provisions 85        
Other non-current liabilities 0        
Total non-current, non-interest bearing debt 85  44  50  54  58  59  

        
Invested Capital (Net operating Assets) 1.813  2.219  2.529  2.757  2.920  2.996  

              

Invested Capital  2018 E2019 E2020 E2021 E2022 TV E2023 

        
Equity (estimated) 319  555  633  690  730  749  

        
Interest Bearing Debt             

Pension obligations and deferred tax 140        
Bank loans (estimated) 1.613        
Short term bank loans 8        

        
Interest bearing assets             

Cash and cash equivalents 268        

        
Net-Interest bearing debt (NIBD) 1.493  1.664  1.897  2.067  2.190  2.247  

        
Invested Capital 1.813  2.219  2.529  2.757  2.920  2.996  

 

Capital expenditure (CAPEX) 2018 E2019 E2020 E2021 E2022 TV E2023 

Int. and Tang. Assets (Beginning of period)   3.608  4.101  4.638  5.031  5.315  

Net D&A  -206  -235  -256  -272  -279  

Int. and Tang. Assets  (End of period) 3.608  4.101  4.638  5.031  5.315  5.446  

CAPEX 340  700  772  650  555  570  
 

Net Working Capital 2018 E2019 E2020 E2021 E2022 TV E2023 

Net Working Capital 267  182  208  226  232  239  

Δ Net working capital 104  85  -25  -19  -6  -6  
 

FCFF 2018 E2019 E2020 E2021 E2022 TV E2023 

NOPAT 568  732  884  921  959  984  

Depreciation and amortization(+) 176  206  235  256  272  279  

Δ Net working capital 104  85  -25  -19  -6  -6  

Capital Expenditure (CAPEX)(-) -340  -700  -772  -650  -555  -570  

Free cash flows to the firm (FCFF) 508  323  322  509  669  686  
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A13. GN - Consumer Audio 

Business Description 

GN does not disclose the financials of the CC&O and consumer audio sub-divisions separately. J.P 
Morgan analysts report that the majority of GN Audio’s margin is from the CC&O segment from talking 

with management. Consumer business generally delivers very low margins and the consumer audio 

market is highly saturated (J.P. Morgan, 2018b). GN’s consumer audio products consist of Bluetooth 

mobile headsets and other audio headphones/earphones/neckphones used for music listening, 

telephony and fitness tracking etc. The consumer audios business’ primary strengths lie within the 

active/sports segment with sweat/moisture repellent true wireless earphones. Bluetooth mobile headsets 
is likely generating negative growth and management has communicated that the segment no longer 

receives R&D budget (J.P. Morgan, 2018b).  

Consumer Electronics 

The consumer electronics category is mainly driven by an increase in music consumption, the rise of the 

streaming services and a trend to wireless products. Music consumption has increased as the average 

American now listens to more than 32 hours of music in a week (up 40% from 2016). With streaming 

services such as Spotify, Amazon Prime Music, YouTube Music and Apple music gaining popularity, the 
market growth has been accelerated. Consumers increasingly turn to wireless products with most new 

flagship phones eliminating the headphone jack. 

Outlook – Consumer Audio 

The consumer audio market is highly competitive with a large number of smaller entrants alongside the 

large and dominant players. The quality of the Jabra product offering should allow it to grow at the 

market rate. However the lack of brand recognition compared to the large competitors may be a 
hindrance to growth. It is assumed that the consumer audio segment will have a non-significant revenue 

contribution from the terminal year onwards. The reduction in revenue over the forecast horizon is 

assumed to be offset by the growth in the CC&O segment.   
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A14. GN Store Nord – Major Events 

Source: (GN Annual Reports) and (Global Data, 2019) 

Year Type Event Description 

2019 Contracts/Agreements In February, GN signed an agreement to acquire Altia Systems Inc. 

2018 Acquisitions/Mergers/Takeovers In May, GN acquired a majority stake in Innova Telecom Pvt. Ltd. 

2018 Contracts/Agreements In August, GN Hearing partnered with Google to bring mobile streaming from android devices to 

hearing aids. 

2018 Contracts/Agreements In June, GN entered into a partnership with audEERING to enhance and develop AI based solutions 
for the GN Audio. 

2018 Contracts/Agreements In   May,   the   company   entered   into   a   partnership   agreement   with   TEA Headsets to 
launch in-ear communications and hearing protection system for defense and security forces. 

2018 New Products/Services In August, Jabra launched new wireless business headsets. 

2018 New Products/Services In August, GN launched Premium-Plus hearing aid. 

2017 Contracts/Agreements In June, GN entered into partnership with EarWay, a chinese retail chain supplier of hearing- aid 
devices. 

2017 New Products/Services In August, GN launched ReSound ENZO 3D and Beltone Boost Max hearing aid devices for people 
suffering from hearing loss problems. 

2016 Acquisitions/Mergers/Takeovers In July, GN's GN Hearing acquired Audigy Group. 

2016 Contracts/Agreements In   September,   Natus   Medical   Incorporated   entered   into   a   definitive agreement with  GN  
Store  Nord  A/S  under which  Natus  will  acquire  the  GN Otometrics  businesses  from  GN Store  
Nord  for a  purchase  consideration  of US$145 million. 

2016 Divestiture The   company   entered   into   a   definitive   agreement   with   Natus   Medical Incorporated, 
under which Natus will acquire the GN Otometrics business for US$145 million. 

2016 New Products/Services In  August,  the  company  introduced  the  Jabra  Sport  Coach  and  Jabra  Sport Pulse  and  special  
editions  with  improvements  in  sound,  fit,  durability  and smart new sports features. 

2015 Corporate Changes/Expansions In  September,  GN  ReSound  opened  a  new  manufacturing  and  distribution facility in Johor, 
Malaysia. 

2014 New Products/Services In   June,   Jabra   launched   Jabra   Stealth,   a   MicroPower   headset   with smartphone voice 
control. 

2013 Acquisitions/Mergers/Takeovers In  September,  the  company's  subsidiary  acquired  Danish  Retailer  Dansk Hoerecente. 

2013 Contracts/Agreements In  August,  the  company  entered  into  a  three  year  climate  partnership  with DONG Energy to 
reduce GN’s carbon footprint and to invest in a sustainable eco-friendly energy source. 

2013 Contracts/Agreements In December, GN ReSound, Oticon and Widex, cooperated with DTU to open the research center 
”Centre for Acoustic-Mechanical Micro Systems” . 

2013 Contracts/Agreements In  February,  GN  Netcom  entered  into  an  agreement  to  divest  its  direct reseller  business  in  
North  America,  Hello  Direct  Inc.  to  focus  on  its  core business. 

2013 Contracts/Agreements In January,   GN Netcom entered into product partnership with Cisco, for the updated Unified 
Communications solution; Cisco Jabber for Windows. 

2013 Corporate Awards In November, GN ReSound won the Danish Logistics Award 2013. 

2013 Corporate Changes/Expansions In February, GN Netcom established new headquarter in China. 

2013 Divestiture In  February,  the  company  entered  into  an  agreement  to  divest  its  direct reseller business 
Hello Direct Inc., in North America. 

2013 New Products/Services In   April,   the   company   demonstrated   new   innovative   3D   ear   scanner technology. 

2013 New Products/Services In  January,  GN  Netcom  launched  the  new  Jabra  Revo  Wireless,  Jabra  Revo corded and Jabra 
Vox in-ear earphones through Jabra brand. 

2013 New Products/Services In   January,   GN   ReSound   launched   ReSound   Control   TM,   the   first   fully integrated app for 
hearing aids and wireless streamers. 

2013 New Products/Services In  January,  GN  ReSound  launched  the  industry’s  first  “Made  for  iPhone” accessory: The 
ReSound Unite Phone Clip+. 

2013 New Products/Services In  October,  GN  ReSound  launched  ReSound  LiNX,  world’s  first  Made  for iPhone hearing aid. 

2013 New Products/Services In September, GN ReSound launched ReSound Lex. 

2013 New Products/Services In September, GN launched new product-Ritzau. 

2013 Other In    October,    GN    ReSound    received    acknowledgement    for    its    quality management 

system, by US Department of Health and Human Services’ Food and Drug Administration. 

2013 Patent Grant In  June,  the  company's  Subsidiary  received  Patent  Grant  for  Headset  with Foldable 
Microphone Arm. 

2012 Acquisitions/Mergers/Takeovers In  November,  the  company  acquired  the  exclusive,  perpetual  and  global rights from 3DM 
Systems to manufacture and sell ear scanner technology. 

2012 Corporate Awards In March, Jabra's speakerphone for office professionals, the Jabra SPEAKTM 410 received award  
Innovationspreis-IT 2012 at CeBIT, Germany. 
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2012 Corporate Changes/Expansions In  January,  Jabra  launched  WIN  Partner  Program,  which  is  designed  to provide Jabra’s 
channel partners with resources to deliver a communication experience based on user-friendly 
solutions with their suite of products. 

2012 Divestiture In July, GN's subsidiary GN ReSound divested 38 Indian retail stores to Amplifon. 

2012 New Products/Services In  August,  the  company  launched  ReSound  Verso,  a  hearing  aid  device comprising    both    
wireless    direct    streaming    of    sound    and    ear-to-ear connectivity based on 2.4 gigahertz 
technology. 

2011 Contracts/Agreements In  June,  Jabra  and  Logitech  entered  into  a  distribution  agreement,  where Logitech  will  be  
offering  a  Jabra  headsets  under  the  co-branded  name 'Logitech powered by Jabra'. 

2011 New Products/Services In  April,  GN  ReSound  introduced  several  new  form  factors,  completing  the ReSound Alera 
hearing aid product line-up. 

2011 New Products/Services In January, Jabra expanded its portfolio of unified communications solutions with the Jabra PC 
Suite Plug-In for IBM Lotus Sametime. 

2011 New Products/Services In  January,  Jabra  introduced  new  products  and  extended  the  company’s leadership position in 
the in-car speakerphone market. 

2011 New Products/Services In  September,  Jabra  launched  two  products,  the  Jabra  SPORT  and  SPORT- CORDED that 
strengthen its new Jabra Sports portfolio. 

2010 New Products/Services In   November,   the   company   launched   the   Jabra   SPEAK   410      a   360° microphone which 
allows a group of people to be heard from all sides of the device. 

2010 New Products/Services In November, GN released six new headset solutions Optimized for Microsoft Lync 

2009 Contracts/Agreements GN has entered into a strategic partnership with KIND Horgerate. 

2009 New Products/Services The   company   announced   the   launch   of   the   Jabra   BIZTM   620   USB,   an affordable   
plugand-play   corded   headset  optimized   for   use   with   leading Unified Communications (UC) 
clients. 

2009 New Products/Services The  company  launched  the  Jabra  GO  6400  and  Jabra  PRO  9400  Series,  the first Bluetooth 
and DECT headset solutions respectively. 

2008 Other GN in co-ordination with Danish Safety Technology Authority and 
U.  S.  Consumer  Product  Safety  Commission  replaced  1.2  million  batteries used in GN Netcom-
branded GN9120 wireless headset. 

2007 Litigation The German Bundeskartellamt prohibited the sale of GN ReSound to Phonak. 

2006 Contracts/Agreements GN entered into an agreement with Amplifon. 

2006 Contracts/Agreements GN signed an agreement to sell GN ReSound to Phonak. 

2005 Acquisitions/Mergers/Takeovers GN acquired INTERTON Horgerate. 

2005 Corporate Changes/Expansions GN entered into mobile gaming technology. 

2004 Contracts/Agreements GN entered into agreements with Samsung and Motorola. 

2003 Corporate Changes/Expansions The  company  expanded  its  US  production  of  ITE  through  its  subsidiary,  GN Resound. 

2002 Acquisitions/Mergers/Takeovers GN acquired Claria Headsets Australia. 

2002 Other GN sold its NetTest. 

2001 Corporate Changes/Expansions Alcatel selected GN as its major supplier. 

1987 Corporate Changes/Expansions GN started manufacturing headsets. 

1869 Incorporation/Establishment GN Store Nord was established as a telegraph company. 
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A15. GN Store Nord – Subsidiaries 

Source: (GN Store Nord, 2019) p.133 “Companies in the GN Group” 

Name Domicile Currency Ownership % Share capital 

GN Store Nord A/S Denmark DKK   582,736,856 

GN Ejendomme A/S Denmark DKK 100 115,625,000 

GN Audio A/S Denmark DKK 100 34,237,900 

GN Audio Australia Pty Ltd. Australia AUD 100 2,500,000 

GN Áudio Brasil Importacão & Comércio Ltda. Brazil BRL 100 407,821 

GN Audio Canada Inc. Canada CAD 100 409,800 

GN Audio (China) Ltd. China USD 100 65,116,155 

GN Audio (Shanghai) Co., Ltd. China CNY 100 15,481,000 

GN Audio Logistic (Xiamen) Ltd. China CNY 100 4,133,738 

GN Audio France SA France EUR 100 80,000 

GN Audio Germany GmbH Germany EUR 100 51,000 

GN Audio Hong Kong Limited Hong Kong HKD 100 32,500,000 

GN Audio India Private Limited India INR 100 40,000,000 

Jabra Connect India Private Limited India INR 51 20,000,000 

GN Audio Italy s.r.l. Italy EUR 100 10,200 

GN Audio Japan Ltd. Japan JPY 100 10,000,000 

GN Audio Benelux B.V. Netherlands EUR 100 18,000 

GN Audio Singapore Pte. Ltd. Singapore SGD 100 700,000 

Jabra Connect Singapore Pte.Ltd. Singapore USD 100 12,000 

GN Audio Spain, S.A. Spain EUR 100 60,111 

GN Audio Sweden AB Sweden SEK 100 5,100,000 

GN Audio UK Ltd. United Kingdom GBP 100 100,000 

GN Audio USA Inc. USA USD 100 35,900,000 
     

GN Hearing A/S Denmark DKK 100 63,905,300 

GN Hearing Australia Pty. Ltd. Australia AUD 100 4,000,002 

GN Hearing Austria GmbH Austria EUR 100 500,000 

GN Hearing Brazil Brazil BRL 100 1,019,327 

GN Hearing Care Canada Ltd. Canada CAD 100 8,435,000 

5837946 Manitoba Ltd. Canada CAD 100 10,000 

810720 Alberta Ltd. Canada CAD 100 50,000 

Golden Hearing Ltd. Canada CAD 100 1,039 

GN Hearing Shanghai Ltd. China CNY 100 20,491,300 

GN ReSound China Ltd. China CNY 100 34,000,000 

GN Hearing Czech Republic spol. s r.o. Czech Republic CZK 100 102,000 

Beltone Europe Holdings ApS Denmark DKK 100 200,000 

Dansk Hørecenter ApS Denmark DKK 100 130,000 

GN Advanced Hearing Protection A/S Denmark DKK 100 500,000 

GN Hearing Finland Oy/Ab Finland EUR 100 55,502 
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GN Hearing SAS France EUR 100 762,269 

GN Hearing GmbH Germany EUR 100 296,549 

GN ReSound GmbH Hörtechnologie Germany EUR 100 2,162,253 

GN Hearing India Private Limited India INR 100 20,983,210 

GN Hearing S.r.l. Italy EUR 100 181,190 

GN Hearing Japan K.K. Japan JPY 100 499,000,000 

GN Hearing Korea Co., Ltd. Korea KRW 100 136,700,000 

GN Hearing (Malaysia) Sdn Bhd Malaysia RM 100 500,000 

GN Hearing Benelux B.V. Netherlands EUR 100 680,670 

GN Hearing New Zealand Limited New Zealand NZD 100 2,000,000 

GN Hearing Norway AS Norway NOK 100 2,000,000 

GN Hearing RUS LLC Russia RUB 100 10,000 

GN Hearing Pte. Ltd. Singapore SGD 100 1,740,000 

Interton Slovakia S.R.O. Slovakia EUR 85 6,639 

GN Hearing Care S.A. Spain EUR 100 66,110 

GN Hearing Sverige AB Sweden SEK 100 100,000 

GN Hearing Switzerland AG Switzerland CHF 100 500,000 

GN Hearing UK Ltd. United Kingdom GBP 100 7,376,000 

GN US Holdings Inc. USA USD 100 36,000,000 

GN Advanced Hearing Protection, LLC* USA USD 100 0 

GN Hearing Care Corporation USA USD 100 190,000 

GN ReSound Holdings, Inc.* USA USD 100 0 

ReSound Holdings, Inc. USA USD 100 10,000 

Beltone Holdings II, Inc. USA USD 100 3,000 

Beltone Holdings III, Inc. USA USD 100 3,000 

Beltone Holdings IV, Inc USA USD 100 3,000 

Beltone Hearing Care Foundation* USA USD 100 0 

Audigy Group, LLC* USA USD 100 0 

Audigy Medical, LLC* USA USD 100 0 

Audigy Venture, LLC* USA USD 100 0 

Associates 
    

Audio Nova S.R.L. Romania ROL 49 1,000 

Himpp A/S Denmark DKK 11 1,800,000 

HIMSA A/S Denmark DKK 25 1,000,000 

HIMSA II A/S Denmark DKK 17 600,000 

Himsa II K/S Denmark DKK 15 3,250,000 

K/S Himpp Denmark DKK 9 140,703,360 

AudEERING Gmbh Germany EUR 25 25,000 

Hearing Center of the East Bay, LLC USA USD 50 25,000 
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A16. Other GN – Segment disclosures 

Source: (GN Store Nord, 2019) 

“Other GN primarily reflects cost from Group Functions, including new business opportunities and 
research projects under the supervision of the GN Store Nord Strategy Committee, which are outside 

the reportable segments in the Group. Furthermore, unallocated balance sheet items are included.” 

It is not clear from the annual reports whether GN Falcom and Audigy group are segmented to hearing, 

audio or other. From p. 15 (GN Store Nord, 2019) both are defined as “other GN” while Audigy is also 

mentions as part of GN Hearing p.24 (GN Store Nord, 2019). Both are part projects of GN Store Nord 

Strategy Committee and may therefore be reported as “other GN” for 2018 in the segment disclosures 
along with general group functions. However it seems as if Audigy and Falcom are allocated to GN 

Hearing from the segment disclosures p. 69 (GN Store Nord, 2019) and the managements report p. 29 

(GN Store Nord, 2019) and this assumption is used throughout this thesis. 

 

A17. Global Overview of GN offices and distributors 

Source: p.13 (GN Store Nord, 2019) 
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A18. Unified Communications Explained 

Source: (Pleasant, 2008), (Frost & Sullivan, 2018b) 

Unified communications is a segment in the CC&O industry. UC describes the integration of enterprise 
communication services in one aggregate system. UC encompasses all forms of communication 

exchanged in a network and combines formats across text, speech and visuals. UC makes it possible to 

send a message in one format, and receive it in another. For example, one can receive a voicemail, and 

access it through e-mail using speech-to-text. UC solutions provide end users with ubiquitous and 

seamless access to a variety of capabilities anywhere, anytime, on any device and any network. UC is a 

collection of business communication elements and include: 

- Call control and multimodal communications 

- Presence 

- Instant messaging 

- Unified messaging 

- Speech access and personal assistant 

- Conferencing (audio, Web and video) 

- Collaboration tools 

- Mobility 

- Business process integration (BPI) 

- Software to enable business process integration  

UC platform providers are prominent names in the tech industry such as Microsoft, Cisco, Avaya, Unify, 

IBM, 3CX, Mitel, Toshiba, Swyx and others.   
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A19. SIC - Standard Industrial Classification Explained 

Sources: siccode.com and info.creditriskmonitor.com 

The Standard Industrial Classification system established in 1937 in the US, classifies a company by 
industry. The codes have a hierarchical top-down structure that begins with the first two digits being the 

major industry classification. Adding the third and fourth digit narrows down the specification to a sub-

industry and sub-sub-industry classification. In the Case of GN Store Nord, the company operates within 

four 4-digit SIC classifications, namely 3845 - Electromedical and electrotherapeutic apparatus, 3669 

Communications equipment not elsewhere classified, 3651 Household audio and video equipment and 

7372 Pre-packaged software. 

Range of SIC Codes Division 

0100-0999 Agriculture, Forestry and Fishing 

1000-1499 Mining 

1500-1799 Construction 

1800-1999 not used 

2000-3999 Manufacturing 

4000-4999 Transportation, Communications, Electric, Gas and Sanitary 
service 

5000-5199 Wholesale Trade 

5200-5999 Retail Trade 

6000-6799 Finance, Insurance and Real Estate 

7000-8999 Services 

9100-9729 Public Administration 

9900-9999 Non-classifiable 
 

A20. Tobin’s q 

Source: (Chen & Lee, 1995) 

Tobin’s q or the Tobin’s q ratio is the market value of a company divided by its assets replacement cost. 

This gives an equilibrium when market value equals replacement costs. James Tobin hypothesized that 

the combined market value of all the companies on the stock market should be about equal to their 

replacement costs. The following formula equals the Tobin’s q. 

𝑇𝑜𝑏𝑖𝑛′𝑠 𝑞 =
(𝐸𝑞𝑢𝑖𝑡𝑦 𝑀𝑎𝑟𝑘𝑒𝑡 𝑣𝑎𝑙𝑢𝑒 + 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠 𝑀𝑎𝑟𝑘𝑒𝑡 𝑉𝑎𝑙𝑢𝑒)

(𝐸𝑞𝑢𝑖𝑡𝑦 𝐵𝑜𝑜𝑘 𝑉𝑎𝑙𝑢𝑒 + 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠 𝐵𝑜𝑜𝑘 𝑉𝑎𝑙𝑢𝑒)
 

A21. Interview: Jabra sales rep 

The written interview was conducted 26th of March 2019 with Henrik through the customer service chat 

on the corporate page of www.Jabra.dk. The purpose the interview was learning about GN Audios 

offering and their role in the CC&O industry. Henrik explained:  

“Jabra supplies endpoints (headsets, video and audio conference endpoints) and partners with various UC vendors. GN 

does not involve itself with hosting services, and communication software platforms besides audio-tweaking software. The 

Jabra product line for call centres and offices are primarily DECT standard headsets, but also Bluetooth with the Motion 
Office / Talk / Stealth products” 
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 When asked on the topic of service and implementation:  

“This service-part lies with the resellers but we do have sales people that go to the end customer with our resellers if they need 
the expertise” 

 Regarding IP telephony: 

 “Our headsets can be used with IP phones. There are both IP desk phones and softphones. It is just that you call via the 

Internet. We do not offer desktop phones”  

A22. CC&O - Endpoints market “others” 

Source: (Frost & Sullivan, 2018b) 

Other companies include Addasound, ADDCOM, Aheadtec, Axtel Headsets, CallTell, Chameleon, 

Cisco, ClearOne, Clement Clarke Communications, Comhead, Connected Essentials, Cyber Acoustics, 

Dacomex, Dasan Electron, Felitron, freeVoice, Hion, HP, JPL, Kontact, Koss Corporation, Leitner, 

Lenovo, Microsoft, Microtel, Nagatsuka, NEC, Ovislink, Panasonic, PhoneTech, Polaris, Radius,, RTX, 
Smith Corona, Starkey Headsets, theBoom, Telekonnectors, Top Use, Uniden, Vbet, Viking, Voxicon, 

Vseven, VTech and Yealink 

A23. Altia Systems – Transaction Value 

Source: (OANDA, 2019)  

Using the DKK/US Conversion rates on the day of the announcement. The transaction value of Altia 

Systems is estimated at: 

𝑈𝑆𝐷 125𝑀 × 6,57911 = 𝑫𝑲𝑲 𝟖𝟐𝟐, 𝟑𝟖𝟗𝑴 

A24. Active Noise Cancelling 

The technology works by having outward facing microphones capturing unwanted noise around the user. 

At the same time, a noise-cancellation speaker emits a sound wave with the same amplitude but with an 

antiphase to the original sound. This allows the user to only hear the speaker output without having to 
wear a tight-fitting “helicopter-style” headset.  

A25. The Audio Business is more Cyclical 

Source: (J.P. Morgan, 2018b) 
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A26. Real GDP 

Source: (Investopedia, 2019) 

Real gross domestic product (GDP) is an inflation-adjusted measure that reflects the value of all goods 
and services produced by an economy in a given year, expressed in a base-year of prices. Unlike nominal 

GDP, real GDP can account for changes in price level and provide a more accurate figure of economic 

growth. 

A27. Real GDP Development 

Source: IMF.org – IMF Datamapper 
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A28. Unemployment Rate - Advanced economies (%) 

Source: IMF.org – Data Mapper 
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A29. Altman’s Z-score 

Source: (Petersen, Plenborg, & Kinserdal, 2017) 

Altman’s Z-score is bankruptcy-risk liquidity measurement tool. The score is based on empirical evidence 
of bankruptcies and the following table illustrates how they should be interpreted. The Z-Score weighs 

different liquidity ratios depending on their impact of the overall bankruptcy risk. Book value of debt has 

been assumed to be market value of debt. Furthermore, market values of equity has been used. 

Description Score Thresholds Conclusion 

Critical Low < 1.81 High risk 

Critical High 1.81-2.99 Medium risk 

Higher bound 2.99 < Low Risk 

 

The formula is given by: 

𝐴𝑙𝑡𝑚𝑎𝑛′𝑠𝑍𝑆𝑐𝑜𝑟𝑒 =  1.2𝐴 +  1.4𝐵 +  3.3𝐶 +  0.6𝐷 +  1.0𝐸  

Where: 

𝐴 =  𝑤𝑜𝑟𝑘𝑖𝑛𝑔 𝑐𝑎𝑝𝑖𝑡𝑎𝑙 / 𝑡𝑜𝑡𝑎𝑙 𝑎𝑠𝑠𝑒𝑡𝑠 

𝐵 =  𝑟𝑒𝑡𝑎𝑖𝑛𝑒𝑑 𝑒𝑎𝑟𝑛𝑖𝑛𝑔𝑠 / 𝑡𝑜𝑡𝑎𝑙 𝑎𝑠𝑠𝑒𝑡𝑠 

𝐶 =  𝑒𝑎𝑟𝑛𝑖𝑛𝑔𝑠 𝑏𝑒𝑓𝑜𝑟𝑒 𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑎𝑛𝑑 𝑡𝑎𝑥 / 𝑡𝑜𝑡𝑎𝑙 𝑎𝑠𝑠𝑒𝑡𝑠 

𝐷 =  𝑚𝑎𝑟𝑘𝑒𝑡 𝑣𝑎𝑙𝑢𝑒 𝑜𝑓 𝑒𝑞𝑢𝑖𝑡𝑦 / 𝑡𝑜𝑡𝑎𝑙 𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠 

𝐸 =  𝑠𝑎𝑙𝑒𝑠 / 𝑡𝑜𝑡𝑎𝑙 𝑎𝑠𝑠𝑒𝑡𝑠 

Results: 

Altman's Z-score 2014 2015 2016 2017 2018 

GN Store Nord 7,09 6,26 5,85 7,22 7,23 

Sonova 10,77 11,56 10,99 7,87 7,98 

William Demant 2,78 5,71 5,33 6,36 5,56 

Poly 12,65 11,82 3,63 4,13 4,12 

Logitech 6,34 5,76 6,92 9,35 9,66 

RTX 4,71 8,25 10,91 16,81 11,42 

Altman's Threshold 1,88 1,88 1,88 1,88 1,88 
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A30. Sensitivity Analysis 

The Following Tables show how the EV’s change when modifying the underlying assumptions: 

GN Hearing EV: 

 Terminal Growth Rate Pessimistic Base-Case Optimistic 

WACC 23.157  1,70% 2% 2,30% 2,61% 2,90% 3,20% 3,50% 

Optimistic 
4,50% 24755 27621 31268 36254 42667 52313 67745 

4,80% 22295 24591 27437 31199 35828 42383 51964 

Base-Case 

5,10% 20269 22148 24428 27362 30855 35591 42102 

5,54% 17872 19314 21023 23157 25607 28780 32886 

5,80% 16698 17949 19415 21218 23255 25840 29099 

Pessimistic 
6,10% 15516 16590 17832 19341 21016 23103 25670 

6,40% 14486 15416 16482 17761 19162 20879 22952 
 

 

 

 

GN Audio EV: 

 Terminal Growth Rate Pessimistic Base-Case Optimistic 

WACC 23.734  1,70% 2% 2,30% 2,60% 2,90% 3,20% 3,50% 

Optimistic 
4,30% 24397 27438 31391 36739 44379 56187 76851 

4,60% 21840 24236 27256 31183 36495 44084 55813 

Base-Case 

4,90% 19764 21697 24076 27077 30977 36254 43792 

5,22% 17939 19511 21405 23734 26664 30465 35592 

5,50% 16595 17926 19506 21414 23762 26722 30571 

Pessimistic 
5,80% 15359 16487 17809 19380 21275 23607 26548 

6,10% 14291 15260 16381 17694 19254 21137 23453 
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GN Hearing’s Impact on GN Store Nord Share price: 

 Terminal Growth Rate Pessimistic Base-Case Optimistic 

WACC  1,70% 2% 2,30% 2,61% 2,90% 3,20% 3,50% 

Optimistic 

4,50% 345,8 367,6 395,4 433,3 482,1 555,5 673,0 

4,80% 327,1 344,5 366,2 394,8 430,1 480,0 552,9 

Base-Case 

5,10% 311,7 326,0 343,3 365,6 392,2 428,3 477,8 

5,54% 293,4 304,4 317,4 333,6 352,3 376,4 407,7 

5,80% 284,5 294,0 305,2 318,9 334,4 354,1 378,9 

Pessimistic 

6,10% 275,5 283,7 293,1 304,6 317,3 333,2 352,8 

6,40% 267,6 274,7 282,8 292,6 303,2 316,3 332,1 
 

 

 

 

GN Audio’s Impact on GN Store Nord Share Price: 

 Terminal Growth Rate Pessimistic Base-Case Optimistic 

WACC  1,70% 2% 2,30% 2,60% 2,90% 3,20% 3,50% 

Optimistic 
4,30% 338,7 361,8 391,9 432,6 490,8 580,6 737,9 

4,60% 319,2 337,5 360,4 390,3 430,8 488,5 577,8 

Base-Case 

4,90% 303,4 318,1 336,2 359,1 388,8 428,9 486,3 

5,22% 289,5 301,5 315,9 333,6 355,9 384,9 423,9 

5,50% 279,3 289,4 301,5 316,0 333,9 356,4 385,7 

Pessimistic 
5,80% 269,9 278,5 288,6 300,5 314,9 332,7 355,1 

6,10% 261,8 269,1 277,7 287,7 299,5 313,9 331,5 
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A31. Analyst Interviews 

This section outlines the conducted interviews with analysts covering GN Store Nord. Interviews were 

conducted in Danish and subsequently translated to English. (MF) is Martin Frich 

Annette Lykke (AL) - Equity Analyst, Handelsbanken Capital Markets 

(MF) ”Tell me about your approach to financial modelling of GN” 

(AL)”For GN, they report in Audio and Hearing, and we forecast on these figures. Then we sometimes 

granulate the forecast with data points such as geographical data and CC&O for GN Audio. GN stopped 

supplying us with data on the consumer segment of Audio when the performance went downhill. We get 

quite detailed P/L for both segments and the group expenses. From there we can quite easily set a P/E 
on GN Audio and a P/E on GN Hearing. (Talking on peers) …we typically use Sonova and William 

Demant multiples and also use Amplifon even though its retail. We would also compare GN to other 

med-tech such as Coloplast, Ambu etc. We sometimes also look at European med-tech companies. The 

geographical location is not as important as finding peers with comparable growth prospects. The 

discussion on pricing GN Audio is very interesting. When I started in Handelsbanken about four years 

ago, Audio was the thing that disturbed the pretty picture, they had a bad performance, could not forecast 

properly and earnings were down, then we had a good quarter, but soon after it was very bad again. Back 
then you would split the company using SOTP by applying industry multiples on each segment but we 

don’t do that as much today. (Talking about a client meeting the other day) … right now Audio has 

turned 180 degrees,  as has a much stronger growth and in 2021 I see audio crossing the earnings of GN 

Hearing. It is very hard to find a multiple to GN Audio. You can use Plantronics, but they are growing 

much slower. You could find some consumer electronic but it is not that comparable. In my opinion, the 

SOTP makes best sense when having some very good industry multiples to compare with. I do not apply 
a conglomerate discount to GN Store Nord, but I also think that it is linked to the fact that the segments 

in GN are performing well right now, it could change if for instance the business was more cyclical than 

we thought, but right now I don’t see a drag to the valuation from the current structure.”  

(MF): “That is exactly the problem I have run into regarding the peers on Audio” 

(AL): “There really aren’t any good multiples for Audio! It’s actually a more general problem than you 

would think.  If we for instance look at Chr. Hansen it’s quite hard to price it. I started in bio-tech and I 

know that I can get any valuation I want, just by changing small assumptions in my financial modelling 
by changing terminal growth or 100bps on my WACC, so it is often very subjective. I often like the 

relative valuation method and look at what a comparable peer group costs. But it is hard, especially with 

the high P/E firms such as GN, Coloplast, Ambu, Chr. Hansen and Simcorp. 

(MF) “In your valuation, how is the value split between Hearing and Audio?” 

(AL) “Well I think hearing is still slightly more valuable, but the marginal differences lie in Audio. Hearing 

grows according to expectations, but the surprises and upgrades to expectation come from Audio. 
Hearing aids are very stable. We know how many have hearing impairments, what the penetration rates 

are – and that they do not shift that much, what the demographic effect of age is – right now its baby 

boomers driving the growth and the industry growth rate is generally very predictable. “ 

(Continuing to talk on Hearing and retail)  

(AL)” We have the ‘Big 5’ all engaged in retail in some way or the other. Some more than other. In the 

US there are some fixed contracts in Costco, so about half of the market is quite fixed and very hard to 
move for market participants. Most product innovation are merely ‘face-lifts’ no player is significantly 

better than the other. Therefore hearing is very stable. Independent audiologists hate when Oticon or 

Sonova own their competitors, as they feel they have sort of a double role. And that’s why I don’t think 
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William Demant or Sonova will never be large customers of Amplifon and have a harder time with 

independents in markets where they own retail. Right now I see great challenges in owning retail. Maybe 
if you own larger retail chains it is a bit easier, but independents are very hard to manage as a typical 

audiologist has 70% of sales in one brand, 20% in another and 10% in the rest of the brands. 

Manufacturers usually buy when they learn a competitor is about to buy a retailer where they currently 

have the largest share, and then buys it themselves. The issue is that William Demant or Sonova for 

instance then buy ‘mom and pop shops’ or maybe three stores owned by an audiologist which maybe sell 

a maximum of one hearing aid per day. What they want is a bit more volume. For instance in the public 

channels such as VA, they can dispense 7-8 hearing aids per day. WDH and Sonova want to increase the 
volume but it is very hard due to the stigma attached to hearing aids. Amplifon on the other hand is 

another case, they have a completely standardized shop setup no matter where in the world you visit 

them. They are all run in the same way. In the shop they have 50 small boxes with hearing aids, and no 

brands or anything. So the clients think they get an Amplifon hearing aid. It is very streamlined, and that 

works better than independents in terms of profitability.  

(Talking on the stigma related to hearing aids) 

No one wants to be in a hearing aid shop, and that is the single biggest challenge in the hearing aids 

industry. 1: To make the client recognize the need for a hearing aid, 2 get in the store and buy a hearing 

aid. It is very hard to optimize these small independents and make them work on getting more clients in 

to shop. If the manufacturers press them too hard, they will just switch to another brand. It is very hard 

to get a profitable business in independent retailers. My dad is a perfect example of a hearing impaired 

that do not want a hearing aid (laughs).  

(MF): “How to you see GN Hearing compete as they are smaller than their three main competitors?” 

(AL): “You have Widex/Sivantos and Sonova capturing about 25% of the market each, and then you 

have Oticon (red. William Demant) with a smaller share and then GN Hearing. It could possibly be a 

challenge that GN is smaller. They have been quite different in their approach, and were the first to 

introduce wireless streaming and using a buzz-word they call themselves ‘consumer-centric’ and today all 

brands focus on connectivity. But if you talk to people that test hearing aids such as Delta, they will tell 

you that they are very similar and not one is better than the rest. It is often a trade-off between 
connectivity and sound quality to battery life. We believe that GN will grow faster than the market in the 

short to mid-term.  

(MF):”Tell me you view on consumer audio and non-core such as Audigy and Falcom.” 

(AL):“I see Falcom as kind of a long-shot. Audigy is a natural part of the core-business in the US market 

for GN Hearing. I see the CC&O products getting more consumer centric, and some of the lessons 

learned in audio are applied to the CC&O products as workers today also want high quality products 
when they work. I’m not sure whether consumer audio is growing faster than CC&O right now. They 

are up against big brands such as Bose, Apple etc.” 

(About Audio) 

(AL): In a recent investor meeting, we talked about audio today, compared to what it was. Rene Thune 

Svendsen said that things have changed, namely: Product R&D investments put GN in front of the 

market, rather than following the market, focus on the high end of the market for the tech savvy and 

quality conscious. Audio today is therefore more stable as almost all of the profits come from CC&O. 
Over the past 10 quarters there has been positive growth, driven by CC&O. And the general consensus 

is that it is less cyclical than the consumer business which is very trend and fashion dependent. Today 

more SME’s buy CC&O headsets which was very rare in say 2015. The growth is also driven by the trend 
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towards open office spaces and remote working. I would classify this trend as structural and therefore 

stable.  

(MF) “Do you see a threat from UC vendors such as Microsoft, as we have recently seen Cisco launch 

their own hardware?” 

(AL) “I think the market is too small for the very large UC-vendors to enter into the market. But it is 

possible, and sometimes disruptive things happen. In the short-term I see more of a threat from 

Plantronics. The current market consists of Plantronics and GN, and then a lot of small participants. 

There is no ‘third’ competitor which could stand as a threat. It is more interesting how Plantronics might 

react to get some growth because Plantronics has not been performing that well as of late. 

(MF) “Do you think Plantronics will perform well if they were to focus on the UC-segment?” 

(AL):”Not as strong as GN. They have a clear advantage in the UC-segment with their R&D effort.” 

Christian Sørup Ryom (CSR) – Senior Analyst, Equity Research, Nordea Markets 

(MF): “What is your approach to the conglomerate discount in your financial modelling in general?” 

(CSR): “I do not use conglomerate discounts on the stocks I cover, which are Coloplast, GN Store Nord, 

William Demant, Össyr, Ambu and Aarsleff. My Reason being that I don’t find it relevant in the given 
companies, not even on GN, which is often described as a mini-conglomerate. Besides this, I am of the 

opinion that the size of a conglomerate discount in valuation often is arbitrary or very theoretical” 

(MF): “Do you apply a conglomerate discount to GN Store Nord in your valuation?” 

“As mentioned I do not apply a discount in my valuation of GN, and I do not believe the market to 

apply a discount to the stock, I fact, rather the opposite. For instance, if you do a SOTP using multiples 

with Sonova and Demant as peers to GNH and Logitech or Plantronics to GNA, you would presumably 
find that the stock is trading at a premium.  GN has clearly defined the management responsibilities in 

GNH and GNA, if this was not the case, there could be a risk due to the conglomerate-like structure of 

GN.  

(MF) “What is your opinion on the GN strategic committee’s goal of pursuing markets out-side-of but 

related to the core businesses?” 

“I think each acquisition should be evaluated separately. The latest acquisition (red. Altia Systems) makes 

a good fit to the GN strategy in GNA.” 

Niels Granholm Leth (NGL) – Senior Analyst, Carnegie 

(MF): “What is your approach to the conglomerate discount in your financial modelling in general?” 

(NGL): “I see the conglomerate discount as the NPV of overhead costs. Meaning the costs associated 

with running a conglomerate” 

(MF): “Do you apply a conglomerate discount to GN Store Nord in your valuation?” 

(NGL): “I do not view GN Store Nord as a conglomerate. I see it as a technology firm. GN reports in 
two segments and if valuing the two entities separately, I would subtract the NPV of other costs” 

(MF) “What is your opinion on the GN strategic committee’s goal of pursuing markets out-side-of but 

related to the core businesses?” 

(NGL): Most of the business ideas are a natural extension of the existing businesses. It is perfectly normal, and 

many businesses call this ‘Corporate development’. GN has partly developed new products from the ground up 
(red. Falcom) and also acquired technologies (red. Altia). I see this as very natural and sound for a company the 
size of GN Store Nord.” 
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