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Abstract 

This thesis performs a valuation of Marel in order to determine the fair value of one Marel share on the 

17th of February 2020. Marel is the largest company on the Nasdaq Iceland and a global leader as a 

manufacturer and supplier to the food processing industry.  

To gain insight into the company´s organizational environment, a strategic analysis was conducted. The 

strategic analysis explored the internal and external environment of Marel. First, the macro 

environment of Marel was analyzed to find the external factors that affect the company. Then, the 

industry in which Marel operates was explored and analyzed. To conclude the strategic analysis, a 

SWOT analysis was carried out.  

Following the strategic analysis, a financial analysis was performed to evaluate the company´s historical 

financial performance and profitability. The financial analysis measured Marel´s profitability and 

liquidity risk, and the findings were used to create a forecast of Marel´s cash flows. Following the 

forecast, the terminal growth rate was estimated, and the weighted average cost of capital was 

calculated to discount the estimated cash flows. 

The valuation was conducted by using the Discounted Cash Flow Model and the Economic Value Added 

Model. By using both models, the resulting fair value of one Marel share was calculated to be EUR 4.06. 

The result shows that the closing market price of 4.26 is 5% higher than the calculated price, indicating 

that Marel shares are overvalued on the market. 

To determine how Marel shares were priced on the market compared to their peers, a relative valuation 

was performed. The relative valuation showed that Marel shares are traded at a premium over their 

peers, and the premium should have been lower according to the results of the valuation. The final part 

of the paper is a sensitivity analysis, that tested the sensitivity in the share price by changing the 

estimated growth rate and the cost of capital. The results of the sensitivity analysis show that the share 

price is sensitive to changes in both factors, but slightly more to the change in the cost of capital. 

The conclusion of this paper is that the share price of 4.26 as of the 17th of February 2020 is overpriced 

as supported by the company valuation and peer multiples. 
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1 Introduction 

The subject of this thesis is to perform a strategic and financial valuation of the Iceland based company 

Marel. Marel is a global manufacturer and supplier of food processing equipment and services for the 

poultry, meat, and fish industries. Company valuations are an important tool for investors and market 

speculators, as they calculate the value of a company based on the estimated earnings it generates in 

the future. The result of a valuation shows whether a company is correctly priced on the market or not.  

The reason why I chose to evaluate Marel is because the company has had tremendous growth in recent 

years and has become the largest company on Nasdaq Iceland. In 2019, Marel dual listed on the 

Euronext Amsterdam, which strengthened the company´s capital structure and the listing may support 

the company to grow at a larger scale. Therefore, I have decided to choose Marel, as I want to gain 

more insight into the company´s past success and evaluate how the company is set for the future. 

1.1 Objective and problem statement 

The objective of the thesis is to calculate the fair value of Marel shares and determine if the company 

is correctly priced by the market or not. Marel´s business environment and financials will be analyzed 

in order to gain insight into their strategic and financial value drivers, and to establish a foundation for 

the forecast of the company´s future earnings and cash flows. The valuation is then based on the 

forecast and the estimated cost of capital. In the thesis I will answer the following problem statement: 

What is the fair value of one Marel share as of 17.02.2020? 

The primary research question will require the author to analyze Marel from the perspectives of the 

company’s strategic environment, financial history, and future estimations of the company. To answer 

the main research question, the author will answer several sub-research questions based on the 

analysis: 

 Strategic Analysis: 

- What strategic factors affect Marel´s organizational environment? 
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Financial Analysis: 

- What are Marel’s financial value drivers and how have they developed? 

Forecast: 

- What is Marel’s expected future growth? 

Weighted average cost of capital (WACC): 

- What is the appropriate discount rate for Marel? 

Relative valuation and sensitivity analysis: 

- How is Marel priced on the market relative to their peers multiples?  

- How sensitive is the fair share price to changes in the estimated components of the valuation? 

1.2 Methodology and delimitations 

The research is written from an independent perspective and is solely based on public information. The 

data used in the thesis consists mostly of accounting data from annual reports, market data and 

research data.  

As the thesis is primarily based on financial data, the main challenge will be to apply the theory to get 

to a solution. The theory used in the paper is based on established works, models, and research papers. 

The theory used in the thesis is explained in each relevant chapter before it is applied to a certain 

problem.  

The thesis uses the valuation date of 17.02.2020 and the data used for the valuation is Marel’s annual 

reports from 2013 to 2020. All information up to 01.04.2020 is used in the analysis. Any information 

published after that date will not be included in the thesis. 
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1.3 Structure of the thesis 

Figure 1: Research structure 

 

Source: Author 

Figure 1 shows each main chapter of thesis and its structure. Chapter 1 contains the introduction to the 

thesis, its structure, and delimitations. In chapter 2, Marel’s history, ownership structure, operations 

and strategy are introduced to the readers. Chapter 3 contains the strategic analysis of Marel. The 

strategic analysis looks at and analyzes the organizational environment that Marel operates in. In 

chapter 4 the financial analysis is performed. In the financial analysis I gathered information and 

analyzed Marel’s historical financial performance by calculating the company’s profitability and liquidity 

risk. The results from the financial analysis show how Marel has performed in recent years and provides 

useful information for the forecasting of Marel’s financials.  

In chapter 5 I estimated the future growth of Marel’s cash flows and the terminal growth rate. The 

estimations are based on the strategic and financial analysis in chapters 3 and 4. In chapter 6, the 

Introduction

About Marel

Strategic Analysis Financial Analysis

Forecast

WACC

Valuation Relative valuation and 
sensivity analysis

Conclusions
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weighted average cost of capital (WACC) is calculated. The WACC is used to discount the future free 

cash flows in the valuation chapter. In chapter 7 the valuation is performed. The valuation methods 

used in chapter 7 are the Discounted Cash Flow model and the Economic Value Added model. Then in 

chapter 8, I perform a relative valuation, based on Marel’s peers, and a sensitivity analysis of the 

calculated fair share price. Finally, in chapter 9 the conclusions of the research are brought together 

and summarized.  
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2 About Marel 

The purpose of this chapter is to introduce Marel to the reader and to present relevant information 

about the company’s history, ownership structure, operations, and strategy.  

2.1 The history of Marel 

Marel is a global manufacturer and supplier of advanced food processing systems and equipment for 

the poultry, meat, and fish processing industries. The company was founded in Iceland in 1983 and in 

the first few years the company’s primary focus was on developing ways to increase productivity and 

gather information in fish processing. In the company´s early years, Marel produced and sold 

equipment solely for fish processing, but today the company has grown and currently sells equipment, 

software, and services for the fish, meat, and poultry industries. The company has over 6000 employees 

and operates in over 30 countries all around the world and has become a global leader in their industry 

(Marel, 2020). 

Marel´s stocks began trading on Nasdaq Iceland in 1992, and the company was dual listed on the 

Euronext Amsterdam stock exchange on the 7th of June 2019. When Marel began trading on Nasdaq 

Iceland in 1992, the revenues of the company for the year 1992 were reported EUR 6 million and they 

had 45 employees. The company has grown substantially since then and in 2019 the reported revenues 

for the year were EUR 1.3 billion and today, as previously mentioned, the number of employees exceeds 

6000 people (Marel, 2020).  

As an example of the company´s growth since first listing on Nasdaq Iceland, the stock price was 2.62 

ISK or EUR 0.05 on the 30th of December in 1992, and as of the 17th of February 2020 the price was 587 

ISK or EUR 4.26 per share (Keldan, 2020). Marel is now the largest company on Nasdaq Iceland, and in 

May 2019 their market cap was around 36% of the combined market cap of all the companies on 

Nasdaq Iceland (Marel, 2019).      
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Figure 2: Historical stock price of Marel in ISK from 2010 to 2019 

 
Source: Author/Nasdaq Nordic 

As can be seen in figure 2, Marel’s stock price has had impressive growth and there have been very few 

cases where the company’s share price has decreased between years. The company’s revenues have 

had an average growth of 22% every year since it was listed in the Icelandic stock exchange in 1992 to 

2019. The company has achieved their growth through their operations, organic growth, and mergers 

and acquisitions of other companies (Marel, 2019).   

2.2 Ownership 

Marel had a total of 2,464 shareholders as of 17th of May 2019. Approximately 4,700 investors 

participated in the Euronext Amsterdam dual listing in June 2019. The largest shareholder in Marel is 

Eyrir Invest hf., an Icelandic investing company that owns 24.69% of the total shares in Marel as of 31st 

of December 2019. The ten largest shareholders in Marel own 79.6% of outstanding shares, and thereof 

25.3% is owned by Icelandic pension funds (Marel, 2020). 



13 
 

As mentioned above there were 2,464 shareholders in Marel before the dual listing and a small number 

of those shareholders owned a large proportion of the company´s stock. This shows that Marel stock 

relied on the investment of these large shareholders and thus it was natural for the company to list on 

the Amsterdam stock exchange in 2019 to gain access to new investors and capital (Marel, 2019). Marel 

issued 100 million new shares in the listing on the Euronext Amsterdam stock exchange in June 2019. 

The company has around 760 million outstanding shares, with 25% of the total stock of Marel being 

owned by shareholders on the Euronext Amsterdam stock exchange (Marel, 2020). 

2.3 Operations 

Marel manufactures and supplies equipment and services for the food processing industry. The 

company´s operations are segmented into poultry, meat, and fish. Marel services companies within 

these three industries by providing them with innovative, high-quality products with the goal of 

maximizing the productivity and efficiency in food processing (Marel, n.d.). 

The products and services Marel provides for poultry, meat, and fish processing can range from 

individual equipment for processing lines, such as scales and cutters, to full processing lines. The full 

processing lines cover the whole processing of the animals, from slaughtering them to delivering them 

cut, deboned, and packaged. Marel´s poultry and meat segments provide full processing lines and the 

company aims to provide full processing lines in the fish industry as well. Marel provides their 

customers with aftermarket care that involves services, spare parts, maintenance, and training for their 

staff (Marel, 2019). 

2.3.1 Marel Poultry    

Marel’s poultry solutions provide equipment, systems, software, and services for the processing of 

broilers, turkeys, and ducks. Marel’s poultry segment is their most profitable segment and in 2019 it 

contributed EUR 690.4 million in revenues, which was 54% of Marel’s total revenues (Marel, 2020). 

In 2018, Marel introduced and set up a plant in Germany that can process 15,000 birds per hour and 

became the first supplier in the world to create a processing line that can process this number of birds 
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per hour. The company believes that their poultry segment will grow even more in the future with 

increased interest and demand in automated poultry processing lines (Marel, 2019). 

2.3.2 Marel Meat     

Marel´s meat segment provides equipment, systems, software, and services for the processing of pork, 

beef, veal, and sheep. The meat industry is Marel´s second most profitable segment and it contributed 

EUR 423.2 million in revenues for the fiscal year 2019, which was 33% of the company´s total revenue 

that year. The revenues from the meat industry grew by 9.4% from 2018 to 2019 (Marel, 2020).  

In 2016 Marel became a full processing line supplier in the meat industry following their acquisition of 

the company Meat Processing Systems. Marel further strengthened their position in the meat 

processing industry with the acquisitions of the companies Sulmaq in 2017 and Maja in 2018. These 

acquisitions, along with Marel´s innovative products and services, allowed Marel to build large meat 

processing plants in Asia, Europe, and North America in 2019 (Marel 2019).  

2.3.3 Marel Fish 

Marel´s fish segment is their smallest segment and contributes the least revenues out of the three core 

industries in which Marel operates. In 2019 Marel´s fish industry contributed EUR 148.5 million in 

revenues for Marel, which stands for 12% of their total revenues. The revenues from the fish industry 

decreased by 6.7% from the year before (Marel, 2020). 

As previously mentioned, Marel provides full processing lines for both the poultry and meat industry. 

Marel’s goal is to provide their customers in the fish industry with full processing lines in the near future, 

but they lacked solutions in the first stages of the process. On the 23rd of October 2019 Marel acquired 

50% of the shares in Curio, an Icelandic seafood processing company, bringing them closer to being able 

to cover all the stages in the processing of fish and providing their customers with full processing lines. 

The company estimates that the demand of automated fish processors will increase with time and they 

believe that they will be ready to meet these demands (Marel, 2019).  
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2.4. Strategy 

Marel is a global leader in providing advanced products and services for the food processing industries 

of poultry, meat, and fish. The company’s main strategic vision is to provide full processing lines to the 

poultry, meat, and fish industries. To achieve this goal, the company concentrates on innovation, 

organic growth, and strategic partnerships and acquisitions (Marel, 2019). 

2.4.1 Innovation 

Ever since Marel was founded, innovation has played a large role in their operations. Marel started by 

producing and selling innovative products and to this day they believe that innovation is fundamental 

to help them sustain and grow. Each year, Marel invests in research and development, and in 2019 

Marel invested 6.7% of their total revenues into research and development that helps them develop 

and improve their products and services to fit the needs of their customers (Marel, 2020).   

Marel is a technological leader in their industry and their standard is to always incorporate the newest 

possible technology in their products and services. To maintain and fortify their status as a technological 

leader, Marel has registered roughly 2,500 patents. Furthermore, they have announced and produced 

over 50 new products over the last three years, showing how their investment in research and 

development has paid off (Marel, 2019). 

2.4.2 Organic growth 

Marel predicts that the food processing industry will grow between 4-6% annually until 2026. The 

company wants to capitalize on this predicted growth by developing their products and services further 

and by penetrating new markets. As mentioned before, Marel listed on the Euronext Amsterdam stock 

exchange in 2019. This helps the company get more recognition and access to capital that can help the 

company scale as their industry grows (Marel, 2019).  

2.4.3 Strategic partnerships and acquisitions 

Throughout Marel’s history, acquisitions have been a big factor in their growth strategy. In recent years, 

Marel has acquired companies that have helped them penetrate new markets, increased the company’s 

size, and gotten them closer to providing full processing lines in all three industries in which they 
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operate. As previously mentioned, the acquisition of Meat Processing Systems in 2016 supported Marel 

to become a full-line provider of meat, and the acquisition of 50% shares in Curio in 2019 is intended 

to assist Marel in becoming a full-line provider of fish (Marel, 2019). 
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3 Strategic Analysis 

The purpose of this chapter is to analyze Marel´s operational environment. I will begin the strategic 

analysis by studying the company’s macro environment using the PESTLE approach. Next, I will analyze 

the industry in which Marel operates using Porter’s Five Forces. Lastly, I will sum up the strategic 

analysis by determining the company’s strengths, weaknesses, opportunities, and threats using the 

SWOT analysis. 

3.1 PESTLE analysis 

The method I will use to gain an understanding of Marel’s macro environment is the PESTLE approach. 

PESTLE is an analytical tool used to gain information about a company’s political, economic, social, 

technological, legal, and environmental factors. 

3.1.1 Political 

Politics and legislation 

Companies are affected by the government’s mediation in the countries in which the companies 

operate and Marel is no exception. Marel operates in over 30 countries, including subsidiaries and 

offices, which exposes them to risk regarding the political conditions of the countries where they 

operate (Marel, 2019). The company needs to abide by regulations and legislations, such as tariffs or 

quotas, in each of the various countries they operate in and be prepared to react to any potential 

legislation changes, or they might face penalties that would result in lower earnings. 

Taxes 

One of the risks which Marel faces are tax risks. As mentioned before, Marel operates in 30 countries 

and each country has different tax policies. The risk that is involved regarding taxes is that Marel could 

generate higher earnings than predicted in areas or countries where income tax is higher, and therefore 

pay more income tax than expected. This can affect the company’s financials and result in lower 

earnings. Furthermore, Marel is also vulnerable to changes in tax policies across the countries in which 

they operate, which can also threaten their future earnings (Marel, 2019).  
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3.1.2 Economical 

Currency risk 

Marel generates revenues and incurs costs in various currencies. That makes the company vulnerable 

to currency risk that can affect their financial results. Over the past few years Marel generated a large 

proportion of their revenues in USD and the company reports their financial reports in EUR (Marel, 

2019). Therefore, the company is negatively affected when the EUR strengthens against the USD, which 

results in the company reporting lower revenues than otherwise. As for the ISK, Marel has a high cost 

percentage compared to revenues, which means that if the ISK strengthens against the EUR that would 

result in lower profit margins for the company (Marel, 2019).  

Interest rate risk 

As Marel is partially debt financed, the company is susceptible to interest rate risk. A large share of 

Marel´s outstanding long-term debt is issued in floating rates, which exposes the company to risk when 

there are shifts in interest rates in the markets where the bonds are issued. The company manages the 

interest rate risk by purchasing floating-to-fixed interest rate swaps. The company also borrows a 

portion of their debt in fixed interest rates, which also reduces this risk (Marel, 2019).   

Credit risk 

Like most large companies, Marel is vulnerable to the risk that some of their customers will not be able 

to pay what was agreed upon, therefore possibly coming short on their predicted earnings. To reduce 

the possibility of their customers not being able to pay them, Marel solely deals with companies that 

are financially stable and have a good credit history (Marel 2019).  

3.1.3 Social  

In modern times, companies feel great pressure from consumers and investors to operate sustainably, 

being environmentally friendly, and to be socially responsible. Investors and consumers care about 

companies operating in a way that is sustainable and ethical and there can be negative consequences 

for companies who do not apply these values to their operations. In Marel´s industry, the main social 

factors which impact companies is food safety and sustainability. Food safety is of high importance to 
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Marel, as consumers have become increasingly concerned about the food they consume and that it is 

safe to eat. These social factors pressure manufacturers, such as Marel, to develop solutions that are 

technologically advanced and sustainable, in order to comply with the social standards (Marel, 2019). 

3.1.4 Technological  

The food processing industry is a very technologically progressive industry and it is important for 

companies within the industry to keep up with the latest technological advancements. As previously 

mentioned, Marel is a technological leader within the industry and they have earned that status by 

focusing on innovation and investing large amounts of their revenues into research and development. 

It is important for them to keep investing in research and development and to follow the latest trends 

in their industry, so they can sustain their technological leadership and not fall behind their 

competitors. To do that, Marel must keep creating new products and continue developing their existing 

products to make them more efficient and desirable by customers within their market. 

3.1.6 Legal 

Intellectual property 

Marel is a very innovative company that focuses on innovation in their growth strategies. As previously 

mentioned, the company has around 2,500 patents registered, and it is very important for them to 

protect their intellectual property (Marel, 2019). Protecting and preserving their intellectual property 

supports Marel in keeping their status as a leader in the industry as they protect their advantage over 

their competitors that way. 

Competition law 

One of Marel’s key growth strategies is mergers and acquisitions. Throughout Marel’s history they have 

acquired companies to help them achieve their growth goals and to penetrate new markets. The risk 

that Marel is exposed to regarding their mergers and acquisition strategy is that the company could be 

denied a merger or an acquisition, based on the competition laws. The competition laws are legal 

regulations established in order to ensure competitive markets for consumers. Competition laws 

encourage new market entrants, innovation and prevent monopoly on markets (Cseres, 2005). If Marel 
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could be considered monopolistic in their market as a result of a merger or an acquisition, they might 

be denied that proposition and that could negatively affect the company. 

3.1.5 Environmental 

In present times there is a call for companies to be environmentally responsible in their actions and 

operations. Being more environmentally friendly can result in higher costs for companies as they must 

find ways to lower their consumption and reduce their CO2 footprint. Marel has implemented a global 

health, safety, and environment policy to help the company become more environmentally friendly and 

sustainable. In recent years Marel has reduced their energy consumption, focused on recycling their 

waste, taken steps to minimize their CO2 footprint and focused on animal wellbeing (Marel, 2019).  

Marel can also be impacted by environmental factors that are beyond their control and can come at 

any time without warning. For instance, animal viruses that can threaten the demand for food 

processing equipment and affect the earnings of companies within the industry (Marel, 2019).  

3.2 Porter’s Five Forces 

Following the macro analysis of Marel´s environment, I will analyze the industry in which Marel 

operates. The method I have chosen for the industry analysis is Porter’s Five Forces approach. The 

Porter’s Five Forces model was introduced by Michael Porter in 1979 and describes the five forces by 

which industries are influenced and depend on. The five forces are: threat of new entrants, threat of 

substitute products or services, bargaining power of customers, bargaining power of suppliers, and 

rivalry among competitors (Porter, 1979).  

3.2.1 Threat of new entrants 

New entrants in industries can affect the existing companies by e.g. increasing competition and 

lowering prices. This threat varies between industries and it depends on the barriers on entering the 

industry (Porter, 1979). Porter describes six barriers to entry to industries and they are described in the 

following section: 
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Economies of scale 

The economies of scale barrier to entry refers to the ability for new industry participants to produce 

products and services to their customers on a large scale with lower costs (Porter, 1979). This entrance 

barrier could propose a threat for Marel and other companies within the food processing industry as 

new industry participants might develop new and more effective products and systems to process food. 

As a result, it is important for companies within the industry to develop their own products even further 

and to patent their innovations to prevent new companies from getting a share of the market. 

Product differentiation 

Product differentiation is of great importance for Marel, as companies within the industry all try to 

provide their customers with the most efficient equipment to process food. Therefore, it is important 

for companies to have an edge on their competitors by having solutions that perform better than their 

competitors. Marel puts substantial effort into creating new equipment and solutions in an effort to 

outperform their competitors´ technology and reduce the risk of new companies coming into the 

market. This is one of the key reasons why Marel is considered a leader within the industry.  

Capital requirements 

Capital requirements are not a very significant threat for companies that are already within Marel’s 

industry. The reason being that there are high capital requirements for newcomers before they can 

enter the industry. There are high costs for research and development before companies can develop 

a new product and that makes it hard for new participants to enter the market. The costs are high 

because the industry is very technologically advanced, and it can take a long time for new products to 

be developed and marketed. There are also strict laws and regulations that companies need to fulfill in 

order to operate and produce goods. 

Switching costs 

Switching costs makes it difficult for new entrants to enter the industry. The food processing systems 

that the companies within the industry produce can be highly expensive and that can dissuade new 
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companies to attempt to enter the market. For example, in 2018 Marel planned to build a 54 million 

GBP poultry processing facility for the company Cranswick PLC. (Marel, 2019). These high setup costs 

make it hard for the customers to switch companies and for new participants to enter the market. 

It can also be difficult for new companies to enter the market as the equipment and systems in the 

industry often require training for employees to be used properly. This makes the customers of the 

food processing companies dependent on their supplier, as they need to invest time and money into 

training. Marel has their own software that is used with their processing systems, called Innova. 

Switching from Marel to a new company can be unattractive for their customers as their employees 

already know how to operate on the Innova system and it could be expensive to switch to a new system. 

Access to distribution channels 

Distribution channels are important for companies within the industry. It can be problematic for new 

companies to compete with the already established companies in the industry due to the existing 

distribution channels. Marel has set up numerous manufacturing facilities that solely produce spare 

parts for their customers and deliver them to their customers (Marel, 2019). 

Government policy  

The food processing industry is a highly regulated industry in regard to food safety. These regulations 

require the companies within the manufacturing industry to make their products in a way that the 

processed food is safe for consumption. If companies do not follow these regulations and are caught 

violating them, they can face high monetary penalties (Marel, 2019). These regulations can scare away 

new entrants into the industry because the regulations can be hard to implement and can make the 

equipment and systems more complex. 

3.2.2 Threat of substitute products or services 

The manufacturers and suppliers of food processing equipment, such as Marel, provide their customers 

with specialized and advanced solutions that fit the needs of their customers. These systems and 

solutions are sold to many of the world’s most esteemed poultry, meat, and fish processing companies 

(Marel, 2019). These customers need a supplier that has a good reputation and can provide them with 
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high quality products and services, as their own reputation is at stake if the products do not perform 

correctly. 

The threat of substitute products or services is not a big factor for companies within the industry if a 

company already has an established relationship with their customers. Before a customer begins a 

relationship with a supplier in the industry, they can possibly receive offers from multiple suppliers so 

they can choose which one meets their preferences. This stage is where the threat of substitute 

products or services is most prominent as the customer reviews the offers and chooses the supplier 

that they believe can provide the best solution for them. This threat decreases significantly after a 

relationship has been established with a customer. Marel had an 85% renewal rate of their contracts in 

Europe and North America in 2018, showing that customers create long lasting relationships with their 

suppliers in the industry (Marel, 2019). 

3.2.3 Bargaining power of customers 

The bargaining power of customers in a specific industry is dependent on whether customers can affect 

the prices, quality of products and services, and get the companies within the industry to compete with 

each other (Porter, 1979). The bargaining power of customers is powerful if:  

 The buyer purchases the product in large volumes  

 Products of the supplier are not differentiable from other suppliers’ products 

 The customer is price sensitive 

 The buyer earns low profits 

 The quality of the product or services is unimportant to the customer 

 The product does not save the buyer money 

 The buyer is able to backwards integrate comfortably 

The products that manufacturers and suppliers such as Marel offer to the food processing industry are 

usually in the form of solutions that are highly advanced and are not bought in bulk volumes. The 

solutions are rather in the form of projects that are fitted to the needs of the customer. The products 

in the industry are distinguishable between suppliers in a way that the efficiency, energy consumption, 
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safety, systems, and services are not the same for every supplier in the industry. The buyers in the food 

processing industry look for suppliers who can provide solutions that maximize their future profits. This 

makes buyers less price sensitive, as the products of the supplier are used to generate future revenues 

for the customer (Marel, 2019).    

In the food processing industry, the quality of a supplier´s product is very important. If products are of 

low quality, that can impact the buyers’ operations. Buyers depend on suppliers to provide them with 

solutions that allow them to effectively process animals and generate revenues by selling the finished 

products. Therefore, the buyers require that the quality of products and services from the suppliers is 

high, so they can operate as efficiently. The customers in the food processing industry are not able to 

backwards integrate the services and products without incurring high costs. The suppliers and 

manufacturers for the food processing industry specialize in providing highly complex solutions that 

require high amounts of capital to replicate.     

Therefore, the conclusion is that the bargaining power of customers is not very high in the sense that 

the customers are dependent on the supplier to provide solutions that generate future revenues for 

the buyer.     

3.2.4 Bargaining power of suppliers 

Suppliers can hold power over the customers in a market by increasing prices and controlling the 

production of products and services (Porter, 1979). The suppliers have high bargaining power when:  

 Few suppliers own a large share of the market 

 The buyers are not important customers of the supplier 

 The suppliers pose a threat to integrate into the customer’s industry 

For Marel’s industry, the main suppliers provide raw materials to companies within the industry that      

the companies then use to manufacture their own products. These raw materials are e.g. steel, which 

is an essential material for the machines that process food. The manufacturers and suppliers for the 

food processing industry are dependent on their suppliers to provide them with materials for 

production, and that gives the suppliers some power. Furthermore, the suppliers are not dependent on 
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manufacturers for the food processing industry to purchase their products, as they supply other 

industries as well. This gives the suppliers power over their customers. 

Marel’s industry is global and there are multiple suppliers of raw materials that the companies in the 

industry can deal with. As a result, that there are not only a few suppliers who own a big portion of the 

market and that lowers the power of the suppliers. As mentioned before, the suppliers are generally 

not dependent on their customers as they serve other industries as well, but their customers are 

dependent on their supply for their own production. The suppliers of the companies in the industry are 

not likely to integrate into the industry, at least not to the point where it would be a significant threat 

as the costs of integrating would be high. 

In conclusion, the suppliers for companies within Marel’s industry do have considerable power over 

their customers. This is mainly due to the companies in the industry being dependent on their suppliers 

for their own production and because their suppliers serve many industries. 

3.2.5 Competition in the industry 

Marel’s competitive landscape is segmented into the three industries in which the company operates, 

that is the poultry, meat, and fish processing industries. There are not many companies that operate in 

all three industries and provide full-line solutions like Marel. Instead most companies rather focus on 

individual industries and stages in the food process. Marel’s industry is highly competitive and their 

competitive landscape is highly scattered (Marel, 2019).  
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3.3 SWOT analysis 

To further analyze the operational environment in which Marel operates, I have chosen to use the 

SWOT analysis. The SWOT analysis looks at the company´s strengths, weaknesses, opportunities, and 

threats. 

Strengths 

Marel has gained the status as a leader in their industry by concentrating on their strengths and utilizing 

their competitive advantage to be ahead of their competitors. One of Marel’s biggest strengths is their 

focus on innovation. They have created numerous new products and solutions that improve the 

efficiency of the food process and deliver higher quality end products. Marel also has an advantage 

over other companies in the industry by providing full-line solutions that cover all stages of food 

processing. Another competitive strength of Marel is that the company’s operations are well diversified 

as they operate in three food industries and are located all over the world.  

Weaknesses 

Although Marel has grown impressively over time they do have some weaknesses that can impact 

them. One of these weaknesses is that the company is dependent on its suppliers to provide them with 

raw material so they can produce. The prices of the raw materials that Marel uses in their production 

can increase. That is out of the company’s control and can have a negative impact on the financial 

results of the company.  

Opportunities 

As previously mentioned, Marel predicts that the industry they service will grow by 4-6% annually from 

2017 to 2026 (Marel, 2019). To capitalize on this predicted growth, Marel needs to follow their strategy 

and keep focusing on innovation and growth through mergers and acquisitions. The recent dual listing 

on the Euronext Amsterdam stock exchange will provide the company with increased access to capital, 

which can give the company increased opportunities to grow. Marel can also capitalize on growth 

opportunities in the fish industry following their recent acquisition of 50% of shares in Curio. 
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Threats 

As stated above, Marel predicts that their market will grow in the future. Nevertheless, there are some 

factors that can affect the company negatively and threaten their position in the industry. As previously 

mentioned, the company is exposed to currency risk that can affect the company´s profit margins. The 

company tries to hedge against the risk, but they cannot fully neutralize it. The company is also exposed 

to the risk of government policies being changed, e.g. taxes and tariffs, which can increase the prices 

of operating in certain countries.   
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4 Financial Analysis 

The purpose of this chapter is to perform a financial analysis of Marel. The financial analysis will give an 

insight into Marel’s historical value creation and to find the key financial value drivers of the company. 

4.1 Reformulating the income statement and balance sheet 

Reformulating the financial statements allows us to separate the operating activities from the financial 

activities. The reasoning behind separating the operational activities from the financial activities is to 

understand what lies behind the company´s value creation. The operational activities are more 

important to us when we value a company, as they are the main source of value creation (Petersen & 

Plenborg, 2012). The analytical income statement can be found in appendix 1 and the analytical balance 

sheet is found in appendix 2. 

4.1.1 The analytical income statement 

When I reformulated the income statement and created the analytical income statement, I needed to 

take special care when looking at the figures in order to calculate the company’s EBITDA, EBIT and 

NOPAT correctly.   

I have excluded depreciation, amortization, and impairments from the cost of sales, as Marel reports 

their financials by including them in their cost of sales under the term PPA related costs. The reason I 

have excluded these figures from the costs of sales is in order for me to calculate the EBITDA. 

This adjustment allowed me to calculate the company´s EBITDA, EBIT and NOPAT from the income 

statements. I decided not to capitalize the research and development costs of the company although 

the development costs may possibly be capitalized according to the IFRS. I decided not to capitalize the 

research and development costs as I could possibly be overstating the asset side of the company 

(Petersen & Plenborg, 2012). 

4.1.2 The analytical balance sheet 

To find Marel’s value drivers, it is necessary to reformulate the balance sheet by separating the 

operational activities from the financial activities. I have done that by reformulating the balance sheet 

and calculated the company’s net working capital and the company’s invested capital. The net working 
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capital is found by deducting the total current assets from the total current liabilities. The net working 

capital indicates a company’s ability to pay off their short-term liabilities. On the operational side of the 

balance sheet the invested capital is calculated by finding the net operating assets. The net operating 

assets show us the investment in the company’s operating activities. On the financial side of the balance 

sheet the invested capital is found by adding the net-interest-bearing debt to the value of equity, and 

that shows us the investment made by the debt holders and the shareholders (Petersen & Plenborg, 

2012). 

When reformulating the balance sheet, I reorganized it to show the operating activities separated from 

the financing side. I decided to add the item cash and cash equivalents to the financing side. Cash and 

cash equivalents are used for investments, purchase of inventory, repaying debt or to pay dividends. 

Cash and cash equivalent include interest bearing deposits, cash on hand and highly liquid securities 

(Marel, 2020).  

4.2 Profitability analysis 

The profitability analysis shows how well a company is set up for the future as well as displaying the 

return investors have been getting for their investments. The profitability analysis is based on the 

analytical income statement and balance sheet. The analysis is used to show how the company 

generates profits and is a measurement on the operating profitability. The section will show the 

historical profitability of Marel and where it stands, which is important to estimate the future 

profitability of the company.                                                                                                                                

For the profitability analysis I have decided to use the DuPont model. The DuPont model calculates 

profitability ratios that are used to find the return on equity (ROE). The ROE is a very important 

measurement for companies as it is a measurement of profitability of a company and it takes both 

operational and financial activities into account. To calculate the ROE, it is necessary to decompose it 

by separating the profitability from the operational side and the profitability of the financing activities. 

To assess the profitability of the operational activities I calculate the return on invested capital (ROIC). 

To measure the effect that financial activities have on the company I find the net borrowing cost (NBC). 
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These ratios are calculated using the analytical income statement and balance sheet (Petersen & 

Plenborg, 2012). 

 

Figure 3: Structure of the profitability analysis 

 

Source: Author/Petersen & Plenborg (2012) 

4.2.1. Return on invested capital (ROIC) 

As previously stated, the ROIC is a measurement on the profitability of the operational activities of a 

company. The ROIC is a very important factor in the valuation, as a higher return on the invested capital 

usually leads to a higher valuation of the company. A higher ROIC also makes companies more attractive 

for banks to lend to as the company generates higher returns on the money invested (Petersen & 

Plenborg, 2012). 

The definition of ROIC is net operating profit after tax divided by the invested capital of the company. I 

have calculated the ROIC for the period of 2013 until 2019 and the results can be seen in table 1 and 

figure 4. 
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𝑅𝑂𝐼𝐶 =
𝑁𝑒𝑡 𝑜𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑝𝑟𝑜𝑓𝑖𝑡 𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥 (𝑁𝑂𝑃𝐴𝑇)

𝐼𝑛𝑣𝑒𝑠𝑡𝑒𝑑 𝑐𝑎𝑝𝑖𝑡𝑎𝑙
 

Table 1: Marel’s ROIC for the period 2013 to 2019 
EUR million  2013 2014 2015 2016 2017 2018 2019 
NOPAT  41.12 26.26 70.50 104.18 120.54 139.58 134.94 
Invested capital 636.47 599.35 585.70 929.21 906.90 992.50 1053.40 
ROIC 6.46% 4.38% 12.04% 11.21% 13.29% 14.06% 12.81% 

Source: Author/Marel annual reports 

As can be seen in table 1 and figure 4, Marel´s ROIC has been positive over the whole period and it has 

been increasing in recent years, which indicates an improving profitability from their operations. 

However, to understand whether the ROIC is satisfactory for the stakeholders of the company or not, 

it is necessary to compare the ROIC with either the required rate of return of the company, or to 

compare the company’s ROIC with the ROIC of their competitors (Petersen & Plenborg, 2012). I have 

decided to compare the ROIC with the company’s required rate of return, and for that I will use the 

weighted average cost of capital (WACC). In chapter 6 I calculate the WACC to be 8.11% and as can be 

seen from table 1 and figure 4, the ROIC in 2019 is 12.81%. As the ROIC is higher than the WACC, the 

company is creating value for its shareholders and the company is growing. 

Figure 4: Marel’s ROIC for the period 2013 to 2019 

 
Source: Author/Marel annual reports 

0.00%

2.00%

4.00%

6.00%

8.00%

10.00%

12.00%

14.00%

16.00%

2013 2014 2015 2016 2017 2018 2019



32 
 

4.2.2 Decomposition of return on invested capital 

As mentioned before, the ROIC measures the return on invested capital from operations. To gain better 

insight into the ROIC, we need to assess whether the profitability from operations of the company 

comes from better use of the capital or from a better expense and revenue relationship. To answer 

that, it is necessary to decompose the ROIC into the profit margin and the turnover rate of invested 

capital (Petersen & Plenborg, 2012).  

𝑅𝑂𝐼𝐶 = 𝑃𝑟𝑜𝑓𝑖𝑡 𝑚𝑎𝑟𝑔𝑖𝑛 ∗ 𝑇𝑢𝑟𝑛𝑜𝑣𝑒𝑟 𝑟𝑎𝑡𝑒 𝑜𝑓 𝑖𝑛𝑣𝑒𝑠𝑡𝑒𝑑 𝑐𝑎𝑝𝑖𝑡𝑎𝑙 

4.2.3 Profit margin 

The profit margin describes the relationship between the NOPAT and the revenues. The ratio shows 

how much profit a company makes from their sales. The profit margin ratio is a good indicator on a 

company’s ability to generate income from their operations, and the higher the ratio the better 

(Petersen & Plenborg, 2012). The calculated profit margins for Marel from the period 2013 to 2019 can 

be seen in table 2. 

 

𝑃𝑟𝑜𝑓𝑖𝑡 𝑚𝑎𝑟𝑔𝑖𝑛 =
𝑁𝑒𝑡 𝑜𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑝𝑟𝑜𝑓𝑖𝑡 𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥 (𝑁𝑂𝑃𝐴𝑇)

𝑁𝑒𝑡 𝑟𝑒𝑣𝑒𝑛𝑢𝑒𝑠
 

 
Table 2: Marel’s profit margin for the period 2013 to 2019 

EUR million 2013 2014 2015 2016 2017 2018 2019 
NOPAT 41.12 26.26 70.50 104.18 120.54 139.58 134.94 
Net revenues 661.54 712.55 818.60 969.70 1038.20 1197.90 1283.70 
Profit margin 6.22% 3.68% 8.61% 10.74% 11.61% 11.65% 10.51% 

Source: Author/Marel annual reports 

As can be seen in table 2, Marel’s profit margin has increased from 6.22% to 10.51% over the period 

and that tells us that the NOPAT has grown more than net revenues for the period. This shows that 

Marel’s profitability through their operations have been increasing, and that is a positive sign as the 

company is turning a higher percentage of their revenues into profits. The profit margin of 2019 was 
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10.51%, which means that the company turns each euro of net revenue into 10.51 cents of profit after 

tax.  

4.2.4 Turnover rate of invested capital 

The turnover rate of invested capital displays how a company utilizes its invested capital. The ratio 

describes the relationship between revenues and the invested capital and shows the company’s ability 

to generate revenues with the capital invested. The higher the turnover rate of invested capital, the 

higher revenues the company generates compared to capital invested (Petersen & Plenborg, 2012). 

𝑇𝑢𝑟𝑛𝑜𝑣𝑒𝑟 𝑟𝑎𝑡𝑒 𝑜𝑓 𝑖𝑛𝑣𝑒𝑠𝑡𝑒𝑑 𝑐𝑎𝑝𝑖𝑡𝑎𝑙 =
𝑁𝑒𝑡 𝑟𝑒𝑣𝑒𝑛𝑢𝑒𝑠

𝐼𝑛𝑣𝑒𝑠𝑡𝑒𝑑 𝑐𝑎𝑝𝑖𝑡𝑎𝑙
 

Table 3: Marel’s turnover of invested capital for the period 2013 to 2019 
EUR million 2013 2014 2015 2016 2017 2018 2019 
Net revenues 661.54 712.55 818.60 969.70 1038.20 1197.90 1283.70 
Invested capital 636.47 599.35 585.70 929.21 906.90 992.50 1053.40 
Turnover rate on IC 1.04 1.19 1.40 1.04 1.14 1.21 1.22 

Source: Author/Marel annual reports 

Table 3 shows that the turnover rate increased from 1.04 in the year 2013 to 1.4 in 2015. From 2015 to 

2016 the turnover rate decreased down to 1.04 and has slowly been increasing since. The turnover rate 

was 1.22 in 2019 and that means that for every EUR 1 invested into the operations the company 

generates revenues of EUR 1.22. Marel’s turnover rate indicates that the company is generating more 

revenues through their operations than expenses, which shows that the company is investing in 

profitable operations and the relationship between expenses and revenues is and has been positive 

over the period. 

4.2.5 Return on equity 

Having measured the profitability on Marel’s operational activities, the next step is to analyze the effect 

of financial activities on the profitability of the company. The return on equity ratio measures the 

profitability for the shareholders’ investment in the company, taking both the financial and the 

operational activities into account (Petersen & Plenborg, 2012).  
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𝑅𝑒𝑡𝑢𝑟𝑛 𝑜𝑛 𝑒𝑞𝑢𝑖𝑡𝑦 = 𝑅𝑂𝐼𝐶 + (𝑅𝑂𝐼𝐶 − 𝑁𝐵𝐶) ∗
𝑁𝐼𝐵𝐷

𝐵𝑜𝑜𝑘 𝑣𝑎𝑙𝑢𝑒 𝑜𝑓 𝑒𝑞𝑢𝑖𝑡𝑦
 

Having calculated the return on invested capital (ROIC) and having the book value of equity as stated in 

the balance sheet, the only components I have left to calculate the ROE are the net interest-bearing 

debt (NIBD) and the net borrowing cost (NBC). The NIBD is calculated by subtracting the company’s 

cash and cash equivalents from the total interest-bearing debt. The NBC is calculated in the following 

way: 

𝑁𝐵𝐶 =
𝑁𝑒𝑡 𝑓𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙 𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑠 𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥

𝑁𝐼𝐵𝐷
 

The NBC is described as the cost of a company’s debt. These costs include the lending rates of the debt, 

and currency differences on securities (Petersen & Plenborg, 2012). Now I have all the components to 

calculate the ROIC, and the results can be seen in table 4 and figure 5.  

Table 4: Marel’s return on equity for the period 2013 to 2009 

EUR million  2013 2014 2015 2016 2017 2018 2019 
ROIC 6.46% 4.38% 12.04% 11.21% 13.29% 14.06% 12.81% 
NBC 8.12% 5.95% 7.20% 5.52% 4.65% 2.95% 17.07% 
NIBD 217.13 171.85 138.96 403.61 365.00 431.60 97.60 
Book value of equity 419.34 427.50 446.74 525.57 541.90 560.90 955.80 
ROE 5.60% 3.75% 13.54% 15.58% 19.12% 22.62% 12.37% 

Source: Author/Marel annual reports 
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Figure 5: The results for ROIC, NBC and ROE for the period 2013 to 2019 

 
Source: Author, Marel annual reports 

As can be seen in table 4 and figure 5, the ROE has been positive for the whole period, which shows 

that the shareholders’ investment in the company has been profitable from 2013 to 2019. The ROE 

increased from 2014 to 2018 and reached its peak in 2018 with 22.62%. The ROE decreased from 

22.62% in 2018 to 12.37% in 2019. A big factor in the decrease of the ROE in 2019 is that the NIBD 

decreased from EUR 431.6 million in 2018 to EUR 97.6 million in that year. This had an increasing effect 

on the NBC. The NIBD decreased significantly because the cash and cash equivalents increased by EUR 

247.4 million from 2018 to 2019, because of the equity increase due to the dual listing on the Euronext 

Amsterdam (Marel, 2020).  

4.3 Liquidity risk analysis 

A company’s ability to finance their operations and meet their obligations is measured by performing a 

liquidity risk analysis. The liquidity of a company is highly important, because if a company has low 

liquidity that can result in the company losing out on investment opportunities and in the worst case, 

cause the company to go bankrupt. The liquidity risk analysis is performed to evaluate a company’s 

position relative to their short-term and long-term liquidity (Petersen & Plenborg, 2012).  
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The liquidity analysis will be performed by calculating financial ratios based on Marel’s balance sheet 

that will then be used to assess the company’s credit risk. The short-term liquidity risk will be calculated 

using the current ratio and the quick ratio. The long-term liquidity risk will be calculated by finding the 

financial leverage ratio and the interest coverage ratio. 

4.3.1 Short-term liquidity analysis 

The two ratios I have decided to use to calculate the short-term liquidity are the current ratio and quick 

ratio. Both of the ratios calculate the risk of a company not being able to meet their debt obligations in 

the short-term. The current ratio is calculated by dividing the current assets with the current liabilities. 

This measures whether a company has enough current assets that can be converted into cash to pay 

their current liabilities (Petersen & Plenborg, 2012).  

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑟𝑎𝑡𝑖𝑜 =
𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐴𝑠𝑠𝑒𝑡𝑠

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠
 

Although the current ratio is a good measure of a company’s ability to meet their debt obligations, it 

can be manipulated to give an illusion around reporting dates. To get a better insight into the short-

term liquidity risk, it is good to have alternative measurements to assess the short-term liquidity risk. 

The quick ratio includes the same inputs as the current ratio except it leaves out inventory, as the 

inventory is not as liquid as the other current assets (Petersen & Plenborg, 2012).  

𝑄𝑢𝑖𝑐𝑘 𝑟𝑎𝑡𝑖𝑜 =
(𝐶𝑎𝑠ℎ + 𝑠𝑒𝑐𝑢𝑟𝑖𝑡𝑖𝑒𝑠 + 𝑟𝑒𝑐𝑒𝑖𝑣𝑎𝑏𝑙𝑒𝑠)

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠
 

 

The calculated current and quick ratios and their results can be seen in table 5. 
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Table 5: Current and quick ratios of Marel for the period 2013 to 2019 

EUR million  2013 2014 2015 2016 2017 2018 2019 
Current assets 227.29 245.32 342.25 353.17 380.90 435.30 715.60 
Current liabilities 205.38 243.66 274.13 441.76 528.00 541.90 534.70 
Current ratio 1.11 1.00 1.23 0.80 0.72 0.80 1.34 
Cash + securities + receivables 135.49 154.37 239.07 230.97 256.50 285.40 548.80 
Current liabilities 205.38 243.66 274.13 441.76 528.00 541.90 534.70 
Quick ratio 0.66 0.63 0.87 0.52 0.49 0.53 1.03 

Source: Author/Marel annual reports 

A short-term liquidity ratio above one means that the company has more liquid assets than current 

liabilities, which indicates that the company should not have problems paying off their debt in the short-

term. However, according to traditional analysis, companies should strive for having a liquidity ratio 

above two for the company to be considered at low risk (Damodaran, 2002). Maintaining a short-term 

liquidity ratio around or over two can be very difficult for companies in some industries, as it varies 

between companies and industries how much inventory and accounts receivable the companies 

require in order to maintain their operations (Petersen & Plenborg, 2012).  

As can be seen in table 5, Marel’s short-term liquidity ratios do not exceed two and are in most cases 

much closer to one. Marel is a manufacturing company and needs to hold a substantial amount of 

inventory and accounts receivable to be able to service their customers, and both factors lower their 

short-term liquidity ratios (Petersen & Plenborg, 2012). However, Marel should strive to have their 

current ratio well above one and closer to two so they do not run into liquidity problems in the future. 

Before 2019, the quick ratio was in all cases below one, which is not considered adequate. In 2019 the 

company’s quick ratio was 1.17, which covers the short-term liabilities. The ratio was much higher in 

2019 compared to earlier years, and that is because the company listed on the Euronext Amsterdam 

stock exchange and generated a large amount of cash as a result. Based on the results of the two ratios, 

Marel could possibly have short-term liquidity problems if they are unable to turn some of the current 

assets into cash when they need to pay their debts. 
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4.3.2 Long-term liquidity analysis 

To evaluate the long-term liquidity risk of Marel I have also chosen to use two ratios, the financial 

leverage ratio (FLEV) and the interest coverage ratio. The financial leverage ratio calculates the ratio 

between a company’s total liabilities and the equity. A high financial leverage ratio indicates high long-

term liquidity risk, and a low one indicates low long-term liquidity risk (Petersen & Plenborg, 2012). 

𝐹𝐿𝐸𝑉 =
𝑇𝑜𝑡𝑎𝑙 𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠

𝑀𝑎𝑟𝑘𝑒𝑡 𝑣𝑎𝑙𝑢𝑒 𝑜𝑓 𝑒𝑞𝑢𝑖𝑡𝑦
 

Table 6: Financial leverage ratio of Marel for the period 2013 to 2019 

EUR million  2013 2014 2015 2016 2017 2018 2019 
Total liabilities 420.23 423.94 491.42 866.78 898.70 1005.00 905.40 
Market value of equity 611.39 657.36 1310.01 1440.60 1804.24 1987.13 3437.20 
Financial leverage 0.69 0.64 0.38 0.60 0.50 0.51 0.26 

Source: Author/Marel annual reports 

As can be seen from table 6, the market value of equity is used to calculate Marel’s FLEV ratio. The 

reason for why the market value is used is because it shows a more realistic picture of the company’s 

position today. As previously mentioned, a low financial leverage ratio indicates that the company 

should not have high long-term liquidity risk. The ratio changes quite notably between years, but in 

2019 it had the lowest value of the period.  

It is difficult to say whether the ratio is high or low based solely on Marel’s results, so I have compared 

it to Damodaran’s estimate of the average leverage ratio in the machinery industry, which is a financial 

leverage ratio of 0.23 (Damodaran, 2020). The average of the industry shows that in the years 2013 to 

2018, Marel could be considered to have had a high financial leverage ratio compared to the industry. 

However, after having listed on the Euronext Amsterdam stock exchange, Marel’s equity increased by 

a large margin and the ratio shows that the company did not have a very high financial leverage ratio 

compared to the average of the industry in 2019 (Damodaran, 2020).  
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The interest coverage ratio evaluates a company´s ability to cover its net financial expenses. The ratio 

uses the EBIT divided with financial expenses, which shows how the operating profit measures against 

the net financial expenses. It is preferable to have a higher interest coverage ratio, as a high ratio shows 

that the company is more secure to meet net financial expenses with their operational profits 

(Damodaran, 2002). 

𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑐𝑜𝑣𝑒𝑟𝑎𝑔𝑒 𝑟𝑎𝑡𝑖𝑜 =
𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑝𝑟𝑜𝑓𝑖𝑡 (𝐸𝐵𝐼𝑇)

𝑁𝑒𝑡 𝑓𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙 𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑠
 

Table 7: Interest coverage ratio of Marel for the period 2013-2019 
EUR million  2013 2014 2015 2016 2017 2018 2019 
EBIT 42.91 29.18 81.61 114.82 140.30 160.90 162.60 
Net financial expenses -19.06 -12.37 -11.91 -25.29 -20.30 -14.90 -20.70 
Interest coverage ratio 2.25 2.36 6.85 4.54 6.91 10.80 7.86 

Source: Author/Marel annual reports 

As can be seen from table 7, Marel‘s interest coverage ratio increased over the period from 2.25 in 2013 

to 7.86 in 2019. The reason for the increase in the ratio is that the EBIT grew substantially over the 

period while the net financial expenses did not. As previously stated, the ratio shows how many times 

over the EBIT can cover the net financial expenses and measures in that way a company‘s long-term 

liquidity risk. Over the period, Marel‘s operational profits were significantly higher than their net 

financial expenses, especially from 2015 to 2019. In 2019 the company‘s ratio was 7.86, which would 

give the company an A+ credit rating according to Aswath Damodaran´s table of credit ratings based on 

interest coverage ratios (Damodaran, 2020). 

4.4 Conclusion of the financial analysis 

The financial statement analysis covered Marel‘s financial performance for the period 2013 to 2019. I 

began by analyzing Marel´s ROIC. As can be seen in table 1, the ROIC was positive for the entire period 

and increased from 6.46% in 2013 to 12.81% in 2019. The ROIC was higher than the calculated WACC 

in 2019, which means that the company has been creating value and the company’s operations have 

been profitable. 
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To understand the ROIC better, I decomposed it into the profit margin and turnover rate of invested 

capital. The profit margin increased significantly over the period and was 10.51% in 2019. The fact that 

Marel´s profit margin increased every year shows that the company´s profits have been increasing more 

than their revenues, which is a good indicator for the future. The turnover rate of invested capital 

increased from 1.04 in 2016 to 1.22 in 2019. That tells us that less invested capital is needed to earn 

profits. These measures show us that Marel has a good relationship between their revenues and 

expenses, by generating higher earnings than expenses. 

The ROE increased from 3.75% in 2014 to 22.62% in 2018. From 2018 to 2019, the ROE decreased to 

12.37% because of the listing on Euronext Amsterdam stock exchange, as the company’s NIBD 

decreased while the NBC did not. The NIBD decreased because the company’s cash and cash 

equivalents increased significantly.  

Finally, I performed a short-term and a long-term liquidity risk analysis. Marel’s short-term liquidity risk 

analysis shows that the company might face some problems servicing their short-term debt in the 

future. The results from the current and quick ratios showed that Marel has not had a satisfactory 

amount of liquid assets to service their short-term debt over the years.  

The financial leverage ratio showed that Marel’s financial leverage has been high compared to the 

industry average. Marel’s interest coverage ratio showed that Marel’s operational profits covered their 

net financial expenses 7.86 times in 2019, which is considered healthy. I conclude that Marel is not in 

high risk of having trouble paying their debt in the long-term, based on the long-term liquidity risk 

analysis. 
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5 Forecast 

The purpose of this chapter is to forecast the future cash flows for Marel. I will base the forecast on the 

strategic and financial analysis performed in chapters 3 and 4. 

To perform the forecast of the future cash flows of Marel, I need to distinguish between the explicit 

forecast and the terminal period. The explicit forecast is the period where the cash flows of a company 

have not reached a stabilized state. The explicit forecast is based on the findings of the strategic and 

financial analysis. The terminal period is described as when the state of the company’s cash flows is 

stable and each forecasting item grows with the same constant (Petersen & Plenborg, 2012). 

The explicit forecast will be a period of 5 years, from 2020 to 2024. That means that the terminal period 

will start at 2025, and by then Marel’s cash flows should be stable and grow at a constant rate.  

5.1 Revenues 

To estimate the future revenues for Marel, I have decided to segment the revenues into poultry, meat, 

fish, and other revenues. I have done this because each sector has developed differently in the past, 

and I estimate that they will grow differently in the future. I believe that segmenting the revenues into 

these groups gives a better insight into the historical revenue growth. As each segment is expected to 

grow differently, I can give a better estimate to each segment than the revenues as a whole.  

Poultry segment 

Table 8: Marel’s revenue growth in the poultry segment for the period 2013-2019 
Poultry 2013 2014 2015 2016 2017 2018 2019 
Revenues EUR million 338.52 376.36 450.75 514.20 560.20 638.20 690.40 
% of revenue 51.17% 52.82% 55.06% 53.03% 53.96% 53.28% 53.78% 
Difference between years n/a 11.18% 19.77% 14.08% 8.95% 13.92% 8.18% 

Source: Author/Marel annual reports  

As seen in table 8, the poultry segment has grown each year from 2013. The highest growth was 

between 2014 and 2015 where the revenues earned from the poultry segment grew by 19.77%, and 

the average growth rate in the period for the poultry segment is 12.68%. The poultry segment generates 

the highest revenues out of Marel’s operating segments, and in 2019 poultry accounted for 53.78% of 
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Marel’s total revenues. As previously stated, Marel provides full-line solutions for the poultry industry, 

and the company is an industry leader in supplying poultry processing systems. Global poultry 

production is estimated to grow by a compounded annual growth rate of 1.2% from 2017 to 2026 

(Marel, 2019). Built on the research and analysis, I estimate that Marel’s revenues from the poultry 

segment will have a 5% growth rate each year in the explicit forecast. 

Meat segment 

Table 9: Marel’s revenue growth in the meat segment for the period 2013-2019 
Meat 2013 2014 2015 2016 2017 2018 2019 
Revenues EUR million 105.07 122.05 114.52 320.40 334.40 387.00 423.20 
% of revenue 15.88% 17.13% 13.99% 33.04% 32.21% 32.31% 32.97% 
Difference between years n/a 16.16% -6.17% 179.79% 4.37% 15.73% 9.35% 

Source: Author/Marel annual reports 

As illustrated in table 9, Marel´s meat segment has grown significantly since 2013. The revenues from 

the meat segment were EUR 423.2 million in 2019, which is over four times more than the EUR 105.07 

million generated from the meat segment in 2013. In 2013, the meat segment generated 17.13% of the 

total revenues for Marel, but in 2019 it generated 32.97% of total revenues. From 2015 to 2016 the 

meat segment’s revenues grew by 179.79%. In 2016, Marel became a full-line provider in the meat 

segment as they acquired the company Meat Processing Systems, which played a large role in the 

enormous growth they had in the year. Global meat production is estimated to grow by a compounded 

annual growth rate of 1.0% until 2026 (Marel, 2019). Based on the previous analysis, I believe that 

Marel´s revenues from the meat segment will have an annual growth rate of 5% in the explicit forecast. 
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Fish segment 

Table 10: Marel’s revenue growth in the fish segment for the period 2013-2019 
Fish 2013 2014 2015 2016 2017 2018 2019 
Revenues EUR million 106.15 111.66 140.32 127.10 132.30 159.10 148.50 
% of revenue 16.05% 15.67% 17.14% 13.11% 12.74% 13.28% 11.57% 
Difference between years n/a 5.19% 25.67% -9.42% 4.09% 20.26% -6.66% 

Source: Author/Marel annual reports 

As can be seen from table 10, the revenues from the fish segment have grown the least in the period 

out of the three segments in which Marel operates. The revenues from the fish segment grew by    

39.9% from 2013 to 2019 with an average growth of 6.52% between years. In 2019, Marel acquired 

50% of shares in the company Curio, which brings the company closer to becoming a full-line provider 

in the fish processing industry. The global fish production is forecast to grow by a compounded annual 

growth rate of 1.1% until 2026 (Marel, 2019). I estimate an annual growth rate of 9% for Marel’s 

revenues from the fish segment in the explicit forecast, as I believe that the company’s recent 

acquisition and focus on providing full-line solutions will enable the company to grow by that amount 

annually. 

Others 

The other revenues are revenues that are not part of Marel’s three core segments. I have decided to 

assign a growth rate of 0% to this segment as this segment is not a part of Marel’s key operations and 

show no indications of change in the future. 
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5.2 Cost of sales  

Table 11: Change in cost of sales for Marel for the period 2013-2019 
EUR million 2013 2014 2015 2016 2017 2018 2019 
Revenues 661.5 712.6 818.6 969.7 1038.2 1197.9 1283.7 
Cost of sales -401.4 -427.3 -468.4 -512.0 -579.8 -680.5 -734.9 
% of revenues 60.67% 59.97% 57.22% 52.80% 55.85% 56.81% 57.25% 
Difference between years n/a 6.47% 9.60% 9.32% 13.24% 17.37% 7.99% 

Source: Author/Marel annual reports 

Table 11 shows that from 2013 to 2019, Marel’s cost of sales were in the range of 52.8% to 60.67%, 

with a yearly average of 57.22%. The cost of sales includes the cost of raw materials, maintenance, 

employee benefits, freight duties and service support fees (Marel, 2019). The main factor in estimating 

the cost of sales in the forecasting are the prices of raw materials. The primary material Marel uses in 

their production is stainless steel (Marel, 2019). According to the World Bank Commodities Price 

Forecast, the price of stainless steel is estimated to be stable in the explicit forecast (World Bank, 2019). 

I have chosen to keep the cost of sales at 56% in the explicit forecast. 

5.3 Fixed costs 

Marel’s fixed costs are comprised of selling and marketing expenses, research and development and 

finally general and administrative expenses. The selling and marketing expenses increased by a 

compounded annual growth rate of 7.6% from 2013 to 2019. In 2019, the selling and marketing 

expenses were 12% of total revenues and I decided to keep them at 12% of the revenues in the explicit 

period. For the last seven years, Marel has on average invested 6.66% of their revenues into research 

and development, and I will use that for the explicit forecast. In 2019, the general and administrative 

expenses were 6.4% of revenues and I have chosen to keep them at 6.4% in the explicit forecast.  

5.4 Growth rate in the terminal period 

The terminal period will start in the year 2025 and by then the company’s cash flows are assumed to 

grow by the same constant forever. The constant is the rate of which the company will grow in the 

terminal forecast. It is important that the growth rate in the terminal period does not exceed the growth            

rate of the economy (Damodaran, n.d.). I have decided to use the average historical GDP as a proxy for 
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my growth rate. I use the average from 2010 to 2018 and get a value of 3.01% (World Bank, 2019). This 

is the terminal growth rate I have decided to use in my valuation. 
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6 Weighted Average Cost of Capital (WACC) 

The WACC is an important factor in company valuation as it is used to discount the future cash flows of 

firms to arrive at a fair value. The WACC accounts for all types of stakeholders in a company, as it 

calculates the weighted average rate of return for both equity holders and debt holders (Petersen & 

Plenborg, 2012). In the following sections, I will estimate each component of the WACC. The WACC is 

described as: 

𝑊𝐴𝐶𝐶 =
𝑁𝐼𝐵𝐷

(𝑁𝐼𝐵𝐷 + 𝐸)
∗ 𝑟𝑑 ∗ (1 − 𝑡) +

𝐸

(𝑁𝐼𝐵𝐷 + 𝐸)
∗ 𝑟𝑒 

Where: 

NIBD = Net interest-bearing debt 

E = Market value of equity 

re = Required rate of return on equity 

rd = Required rate of return on NIBD 

t = Corporate tax rate 

6.1 Tax rate 

Marel is a multinational company with a global presence and pays taxes in many different countries. 

As a result, determining the tax rate for the WACC calculations can be problematic because of the 

different tax policies across countries. According to Damodaran, the most logical estimate for the tax 

rate of a multinational company is using the country’s domicile marginal tax rate (Damodaran, 2020). 

Therefore, I have chosen to use the Icelandic marginal tax rate of 20% for my WACC calculations. 

6.2 Capital structure 

The first step In the WACC calculations will be to calculate the structure of the company. It is necessary 

to use the market value of equity and debt as it shows the true opportunity cost for the shareholders 

and debtholders. We can estimate the market value of the equity by using the share prices and 
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outstanding shares of Marel. For the market value of the debt, we will use the book value of the NIBD 

as an approximation (Petersen & Plenborg, 2012). 

To estimate the market value of equity (MVE), I multiplied the outstanding shares with the share price 

at the end of each year. As previously stated, I used the book value of the NIBD as an approximation of 

the market value of the debt. The results can be seen in table 12. 

Table 12: Marel’s capital structure for the period 2013-2019 
Capital structure (EUR million) 2013 2014 2015 2016 2017 2018 2019 
Closing rate of shares 0.84 0.89 1.80 2.04 2.60 2.96 4.52 

Shares outstanding '000'000 731.440 735.452 728.611 704.666 693.822 671.824 760.234 

Market value of equity  611.39 657.36 1310.01 1440.60 1804.24 1987.13 3437.20 

NIBD 217.13 171.85 138.96 403.61 365.00 431.60 97.60 
NIBD/(NIBD+Equity) 26.21% 20.72% 9.59% 21.89% 16.83% 17.84% 2.76% 
Equity/(NIBD+Equity) 73.79% 79.28% 90.41% 78.11% 83.17% 82.16% 97.24% 

Source: Author/Marel annual reports 

As can be seen from table 12, Marel’s capital structure has changed a lot over the period 2013 to 2019. 

In 2013, the NIBD accounted for 28.55% of the total value of the company, and in 2019 it accounted for 

only 2.76%. The capital structure has been quite volatile between years, and a large factor in that is 

because Marel’s acquisitions new of companies. The NIBD changed from 17.84% of the total value in 

2018 to 2.76% in 2019. The reason for the significant decrease in the NIBD in 2019 was Marel’s listing 

on the Euronext Amsterdam stock exchange in 2019, as explained in chapter 4.  

6.3 Required rate of return on equity 

To estimate the required rate of return on equity, I have decided to use the Capital Asset Pricing Model 

(CAPM). The CAPM model explains the relationship between risk and the expected return on an asset. 

The ideology behind the CAPM is that by having a sufficiently diversified portfolio of shares, the investor 

is only exposed to systematic risk as the unsystematic risk has been diversified away (Petersen & 

Plenborg, 2012). The CAPM has its limitations and the model assumes that every investor has the same 

expectations regarding the risk and returns on assets. If these assumptions were true, then every 

investor would hold the same portfolio of assets as the market itself. However, I chose to use the CAPM 
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as it is the best alternative and the most widely used approach when calculating the cost of capital (Berk 

& DeMarzo, 2017). The CAPM defines the required rate of return on equity as: 

𝑟𝑒 = 𝑟𝑓 + 𝛽𝑒 ∗ (𝑟𝑚 − 𝑟𝑓) 

Where: 

re = Investors’ required rate of return 

rf = The risk-free interest rate 

βe = Systematic risk on equity (levered beta) 

rm - rf = The market risk premium 

6.3.1 The risk-free interest rate 

The risk-free interest rate represents the return an investor can expect without taking any risk (Berk & 

DeMarzo, 2017). The most common approximation for the risk-free rate is using a government bond, 

as they are assumed to be risk-free. I have chosen to use the average 10-year government bond yield 

of the European Union consisting of 27 countries. Marel generates revenues and incurs costs in various 

currencies, and the reason I have chosen the euro based risk-free rate is because the risk-free rate 

should be in the currency in which a company reports their financial statements, and Marel’s reporting 

currency is the euro (Damodaran, n.d.). The value for the risk-free rate I will use is 0.31%, as that is the 

average as of February 2020 (Eurostat, 2020). 

6.3.2 Systematic risk on equity (levered beta) 

The systematic risk, the beta, is a measurement of the co-variation between a specific stock’s returns 

and the market portfolio returns. The higher the beta, the higher rate of return investors require from 

an investment (Petersen & Plenborg, 2012). The beta can be interpreted in the following way: 

βe = 0 The equity investment is risk-free 

βe < 1 The equity investment has lower systematic risk than the market portfolio 
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βe = 1 The equity investment has the same systematic risk as the market portfolio 

βe > 1 The equity investment has a higher systematic risk than the market portfolio 

There are several ways to calculate a company´s beta. One alternative to estimate a company’s beta is 

to perform a regression, where the company´s stock returns are regressed against the market portfolio 

returns. This method can be quite unreliable as it can be difficult to estimate the market portfolio. This 

method has a high standard error and it does not account for the company’s debt levels (Damodaran, 

n.d.). 

Another method is to use Damodaran’s bottom up beta calculation, which is considered the most 

reliable method to calculate the beta of a company. Another argument for using the bottom up beta is 

that it has a lower standard error than the regression beta (Damodaran, n.d.). The bottom up beta 

calculation uses the industry beta of the target company and applies on it the marginal tax rate and the 

capital structure of the target company (Damodaran, 2002). I have decided to apply this method to 

estimate the beta for Marel. The formula for the beta of a specific firm using the bottom up method is 

expressed as: 

𝐿𝑒𝑣𝑒𝑟𝑒𝑑 𝐵𝑒𝑡𝑎 = 𝑈𝑛𝑙𝑒𝑣𝑒𝑟𝑒𝑑 𝐵𝑒𝑡𝑎 ∗ (1 + (1 − 𝑡𝑎𝑥 𝑟𝑎𝑡𝑒)(𝐷𝑒𝑏𝑡/𝐸𝑞𝑢𝑖𝑡𝑦)) 

To apply the bottom up method to Marel, I began by finding the unlevered industry beta for the 

company. To do that I used Damodaran’s industry beta estimates and I chose to use the machinery 

industry beta for Marel. I used the global beta estimates because Marel operates all over the world and 

is exposed to systematic risk globally. The global unlevered machinery industry beta is 1.08 and that is 

the value I will use in the beta calculations (Damodaran, n.d.).  

Now I have all the inputs to calculate the levered beta for Marel as I have determined the unlevered 

industry beta, tax rate, the debt level, and the market value of equity. This results in the formula:  

𝐿𝑒𝑣𝑒𝑟𝑒𝑑 𝐵𝑒𝑡𝑎 = 1.08 ∗ (1 + (1 − 0.2)(0.0276/0.9724)) 

Which results in the levered beta of 1.11. The beta value of 1.11 shows that investing in Marel is slightly 

riskier than investing in the market portfolio.  
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6.3.3 Estimation of the market risk premium 

The market risk premium is calculated by subtracting the return of the risk-free investment from the 

returns of the market portfolio. There are two ways that can be used to calculate the market risk 

premium, and they are the ex-post approach and the ex-ante approach. The ex-post approach 

calculates the difference between the market returns and risk-free returns based on historical data. 

The ex-ante approach is based on the analysts forecast and attempts to calculate the market premium 

based on the forecast (Petersen & Plenborg, 2012).  

I have decided to use Damodaran’s market premium estimate, which is based on the ex-post approach, 

and then multiply it with the relevant country risk. Damodaran´s market premium estimate is 5.22% as 

of February 2020 (Damodaran, 2020). Then I calculated Marel´s country risk premium by using 

Damodaran´s country risk premium estimate and weighing it accordingly with the revenues Marel earns 

in each geographic. The result is a market risk premium of 7.25%. The calculations for the market risk 

premium can be seen in appendix 6. 

6.4 Required rate of return on debt 

The required rate of return on the debt of a company can be interpreted as the interest rate on the 

company’s debt (Petersen & Plenborg, 2012). The cost of debt is described as: 

𝑟𝑑 = (𝑟𝑓 + 𝑟𝑠) ∗ (1 − 𝑡𝑎𝑥 𝑟𝑎𝑡𝑒) 

Where: 

rd = Required rate of return on NIBD 

rf = Risk-free rate 

rs = Credit spread (risk premium on debt) 

As I have already estimated the corporate tax rate and the risk-free rate, the only component I have 

left to estimate is the credit spread. The credit spread is expressed as a risk premium on the debt and 

describes the likelihood of a company not being able to pay back its debt. The higher the credit spread, 

the riskier the debt is to the debt holder.  
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To calculate the credit spread for Marel, I have chosen to use Damodaran’s alternative to estimate a 

synthetic credit rating for Marel using the company’s interest coverage ratio. I will use the interest 

coverage ratio of 7.86, as calculated in chapter 4. From Damodaran’s table for companies with a market 

cap under five billion USD, I get a credit rating of A+ and a credit spread of 0.98% (Damodaran, 2020). 

Now we have every component needed to calculate the required rate of return on debt, and the 

resulting formula and result is then: 

𝑟𝑑 = (0.31% + 0.98%) ∗ (1 − 0.2) = 1.03% 

6.5 WACC results 

Now I have all the components needed to calculate the WACC for Marel. With a required rate of 

return on equity of 8.31%, a cost of debt of 1.03%, and a corporate tax rate of 20% the result of the 

WACC is 8.11%. The formula for the WACC is: 

𝑊𝐴𝐶𝐶 =
0.0276

(0.0276 + 0.9724)
∗ 0.0103 ∗ (1 − 0.2) +

0.9724

(0.0276 + 0.9724)
∗ 0.0831 = 0.0811 
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7 Valuation 

In the valuation chapter I will calculate the fair value of Marel’s share price. There are four main 

approaches used when evaluating a company. They are the present value approach, relative valuation, 

liquidation approach, and contingent claim valuation. I have chosen to use the present value approach. 

The present value approach is used by predicting the future cash flows of a company and discounting 

them with an appropriate discount factor to arrive at the company’s fair value (Petersen & Plenborg, 

2012). There are various different present value approaches that can be used, and I have decided to 

use the Discounted Cash Flows model (DCF) and the Economic Value Added model (EVA).  

The DCF and the EVA models are based on the same inputs and should theoretically arrive at the same 

value of the company. As previously stated, the DCF and the EVA approaches both use predicted future 

cash flows of a company and discount them using a discount factor. The discount factor used in both 

methods is the WACC, as calculated in chapter 6. 

7.1 The Discounted Cash Flow model (DCF model) 

The DCF is the most popular present value valuation method. As previously mentioned, the DCF model 

calculates the value of a company based on its future cash flows. According to the model, the only items 

that affect the value of the company are the free cash flows and the WACC (Petersen & Plenborg, 2012). 

The two-stage Discounted Cash Flow model is described as: 

𝐸𝑛𝑡𝑒𝑟𝑝𝑟𝑖𝑠𝑒 𝑣𝑎𝑙𝑢𝑒 =
𝐹𝐶𝐹𝐹

(1 + 𝑊𝐴𝐶𝐶)
+

𝐹𝐶𝐹𝐹

𝑊𝐴𝐶𝐶 − 𝑔
∗

1

(1 + 𝑊𝐴𝐶𝐶)
 

Where: 

FCFFt = Free cash flow to the firm at time t 

WACC = Weighted average cost of capital 

g = Growth in the terminal period 
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The result calculated from the DCF model is the enterprise value. The value reflects the discounted 

estimated future cash flows of the company, which I have estimated and can be seen in appendix 5. As 

can be seen in the formula for the DCF, I use the WACC which I have calculated to be 8.11%. The growth 

rate used in the calculation is 3.01%, as described in chapter 5. The DCF calculation can be seen in table 

13. 

Table 13: Discounted Cash Flow model 
DCF valuation, EUR million 2020E 2021E 2022E 2023E 2024E 2025E 
Free cash flow to the firm (FCFF) 146.56 154.47 162.84 171.69 181.07 190.99 
WACC 8.11% 8.11% 8.11% 8.11% 8.11% 8.11% 
Discount factor 0.93 0.86 0.79 0.73 0.68  
Present value, FCFF 135.56 132.17 128.88 125.70 122.62  
Present value of FCFF in forecast horizon 644.93      
Present value of FCFF in terminal period 2538.68      
Estimated enterprise value 3183.61      
Net interest-bearing debt 97.60      
Estimated market value of equity 3086.01      
Shares outstanding 760.23      
Share price 4.06      

Source: Author/Marel annual reports 

As can be seen in table 13, the DCF calculations result in an equity value of EUR 3,086 million and with 

760.23 million shares outstanding, the share price is EUR 4.06. On the 17th of February, the closing share 

price of Marel was 4.26. Therefore, according to my estimations the share price is overvalued by 5%.  
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7.2 Economic Value Added model (EVA model) 

The EVA model values a company based on its initially invested capital and the present value of future 

EVA’s. Like the DCF, the EVA is a two-stage model which separates the value calculated in the explicit 

forecast and the value from the terminal forecast (Petersen & Plenborg, 2012). The EVA model is 

presented as: 

𝐸𝑛𝑡𝑒𝑟𝑝𝑟𝑖𝑠𝑒 𝑣𝑎𝑙𝑢𝑒 = 𝐼𝑛𝑣𝑒𝑠𝑡𝑒𝑑 𝑐𝑎𝑝𝑖𝑡𝑎𝑙
𝐸𝑉𝐴

(1 + 𝑊𝐴𝐶𝐶)
+

𝐸𝑉𝐴

𝑊𝐴𝐶𝐶 − 𝑔
∗

1

(1 + 𝑊𝐴𝐶𝐶)
 

Where: 

EVAt = Economic value added (NOPATt – WACC * Invested capitalt-1) 

WACC = Weighted average cost of capital 

g = Growth in the terminal period 

The EVA model should in theory give the same enterprise value as the DCF model as they are based on 

the same inputs (Petersen & Plenborg, 2012). The same WACC and growth rate are used for the EVA 

model as were used for the DCF model.                                                                             

Table 14: Economic Value Added model 
EVA valuation, EUR million 2020E 2021E 2022E 2023E 2024E 2025E 
NOPAT 183.08 192.96 203.42 214.49 226.20 238.60 
Invested capital, beginning of period 1053.40 1105.90 1165.60 1228.77 1295.61 1366.36 
WACC 8.11% 8.11% 8.11% 8.11% 8.11% 8.11% 
Cost of capital 85.40 89.66 94.50 99.62 105.04 110.77 
EVA 97.68 103.31 108.92 114.87 121.16 127.83 
Discount factor 0.93 0.86 0.79 0.73 0.68  
Present value of EVA 90.35 88.39 86.21 84.10 82.05   
Invested capital, beginning of period 1053.40      
Present value of EVA in forecast horizon 431.11      
Present value of EVA in terminal period 1699.10      
Estimated enterprise value 3183.61                                    
Net interest-bearing debt 97.60                                                                                                                                  
Estimated market value of equity 3086.01                                                                                                                                                    
Shares outstanding 760.23      
Share Price 4.06                                    

Source: Author/Marel annual reports 
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As illustrated in table 14, the value of equity and the share price from the EVA model yield the same 

result as the DCF model with a resulting share price of EUR 4.06. The EVA is positive and increases 

between all the periods in the explicit forecast, which means that according to my forecast, the 

company will continue to increase shareholder value. 
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8 Relative valuation and sensitivity analysis 

In this chapter I will perform a sensitivity analysis and a relative valuation. The relative valuation 

compares Marel’s key financial ratios to similar firms. The sensitivity analysis measures the change in 

the calculated share price by adjusting the estimated components used in the valuation.  

8.1 Relative valuation 

A relative valuation is based on company multiples and compares the multiples of peer companies to 

each other. The relative valuation is a popular choice of valuation by analysts as it has a low level of 

complexity. However, the multiple based valuation can be useful to compare how companies are priced 

on the market. The criteria for companies to be compared to each other is that they operate within the 

same industry and are of similar size (Petersen & Plenborg, 2012). 

A relative valuation can be performed and interpreted in various ways. I have decided to calculate the 

multiples for Marel and compare them to the average of the calculated multiples of the chosen peer 

companies.  

For the relative valuation, I have chosen to compare Marel to John Bean Technologies, Bucher 

Industries AG, Middleby Corporation, Rotork plc and IMA Group. These companies all operate in the 

same or similar industries as Marel and are close in size, which makes them comparable to Marel. I 

calculated the multiples of Marel by using both the market value and my estimated fair price calculated 

in chapter 7. For the peer companies, I use their market values in the calculation. 
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Table 15: Relative valuation 
Peer company EV/revenues EV/EBITDA EV/EBIT P/E 
John Bean Technologies 2.19 16.93 22.90 29.39 
Bucher Industries AG 1.03 8.66 11.21 28.40 
Middleby Corp. 2.68 15.45 19.34 21.92 
Rotork plc 4.28 18.97 22.55 17.50 
IMA Group 1.96 11.45 16.26 31.62 
Peer average 2.43 14.29 18.45 25.77 
          
Marel - Current market value 2.75 16.05 21.74 29.39 
Marel - My estimate 2.48 14.45 19.58 28.00 
Peer average 2.43 14.29 18.45 25.77 

Source: Author/Annual reports 

As can be seen from table 15, Marel’s current market value shows that the company’s shares are traded 

at a premium in comparison to its peers. For example, Marel´s current market value EV/EBIT multiple 

value of 21.74 is 17.8% higher than the peer average value of 18.45. According to my estimate the 

EV/EBIT ratio should be 19.58, which is 6% higher than the peer average. As for the P/E ratio, the current 

market value is traded at a 14% premium over the peer average, whereas my calculations show that 

the premium should only be 8.7%. These results indicate that Marel’s current market price is trading at 

a premium which is too high. 

8.2 Sensitivity analysis  

The valuation performed in chapter 7 is based on forecasting that uses estimations and assumptions to 

predict the future cash flows of Marel. Therefore, it is important to perform a sensitivity analysis that 

measures the effects on the stock price of Marel by changing some of the assumed inputs used in the 

valuation. The parameters I have chosen to use in the sensitivity analysis are the WACC and the growth 

rate used in the terminal period. 
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Table 16: Sensitivity analysis 
    Growth 
   2.51% 2.76% 3.01% 3.26% 3.51% 

W
AC

C 

7.61% 4.14 4.32 4.53 4.73 4.98 
7.86% 3.94 4.10 4.28 4.47 4.68 
8.11% 3.76 3.90 4.06 4.23 4.42 
8.36% 3.59 3.72 3.86 4.01 4.18 
8.61% 3.43 3.55 3.68 3.82 3.97 

Source: Author 

The sensitivity analysis seen in table 16, shows that the calculated share price of 4.06 is sensitive to 

changes in both the growth rate and the WACC. A change from 3.01% growth to 3.26%, while holding 

the WACC constant at 8.11%, increases the share price by 4%. An increase from 8.11% to 8.36% in the 

WACC while having a growth rate of 3.01%, decreases the share price by 5%. This shows us that the 

share price is more sensitive to a change in the WACC than the growth rate. 

 

  



59 
 

9 Conclusions 

The objective of this thesis was to calculate the fair value of one Marel share on the 17th of February, 

2020. The result of the valuation indicates whether the current share price is undervalued or overvalued 

and questions the share price of Marel.  

To answer the problem statement, I began by performing a strategic analysis of Marel. The objective of 

the strategic analysis was to identify the non-financial strategic factors that affect the company and 

could impact the company’s future growth.                                                                                                       

The strategic analysis showed that one of Marel’s biggest strengths is their focus and investment in 

innovation. Marel’s innovative products have supported the company’s organic growth and helped 

them to become a leader within their industry. The company also has competitive advantages over 

their competitors as they provide solutions that cover the whole food process in addition to servicing 

three industries with solutions.                                                                                                                         

Marel’s main weakness is that they are highly dependent on their suppliers for raw materials for their 

own production of products. Price changes in the raw materials that Marel uses in their production can 

be detrimental to the company.                                                                                                                          

The industries in which Marel operates are expected to grow in the years to come, and Marel’s main 

opportunities in the future are to capitalize on that growth. The company’s listing on the Euronext 

Amsterdam stock exchange in 2019 will provide them with access to more capital and support the 

company to grow. Marel plans to provide full-line solutions in the fish segment in the future, and that 

is an opportunity to help the company gain a larger market share in that segment. 

The strategic factors that can threaten Marel in the future are primarily economic and political. An 

example of economic factors that can impact the company are changes in currencies, which can 

negatively affect Marel’s financials. The primary political factors that can threaten Marel are changes 

in tax policies and tariffs, which could also have a negative impact on the company. 
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Following the strategic analysis, a financial analysis was performed. The first step in the financial 

analysis was reformulating Marel’s income statements and balance sheets by separating the 

operational activities from the financial activities. The profitability analysis was based on the analytical 

statements and the DuPont model. The first item calculated in the profitability analysis was Marel’s 

ROIC. The ROIC increased from 4.38% in 2014 to 12.81% in 2019, which shows that the company has 

increased their profitability on the shareholders’ investment in the company.                            

After having calculated the ROIC, it was decomposed into the profit margin and the turnover rate of 

invested capital. The two ratios show that Marel has a healthy relationship between their revenues and 

expenses, and the company´s investments have been profitable.  

To conclude the profitability analysis, the ROE was calculated. The ROE reached a high point of 22.62% 

in 2018, but decreased down to 12.37% in 2019, as the NBC increased dramatically due to the dual 

listing on Euronext Amsterdam.                                                                                                                    

The liquidity analysis showed that Marel´s short-term liquidity is risky and the company´s current 

liabilities are too high in comparison to their current assets. On the other hand, the long-term liquidity 

analysis indicated that the company had low liquidity risk as the company has an average financial 

leverage ratio and a high interest coverage ratio. 

The forecast of Marel´s statements were based on the strategic and the financial analysis, and on the 

estimated growth of their segments. The terminal growth rate was estimated in the forecast chapter 

as well, at a value of 3.01%. 

The valuation was based on the forecasted statements; the estimated terminal growth rate of 3.01% 

and the calculated WACC of 8.11%. The valuation was performed using the DCF model and the EVA 

model, and resulted in a share price of EUR 4.06. The closing market price on the 17th of February 

2020 was 4.26. 

In order to compare Marel´s share price to their peers, a relative valuation was conducted. The 

relative valuation showed that Marel´s market share price is traded at a 14% P/E premium over their 

peer average, whereas I calculated that the premium should be 8.7%. The sensitivity analysis 
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demonstrated that the share price is sensitive to both the WACC than the growth rate, but slightly 

more sensitive to the WACC.                                                                                                                    

The calculated fair value of a share in Marel was 4.06 and the market value on the 17th of February 

2020 was 4.26. Therefore, the share price is overvalued by 5% on the market.  
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Appendix 1 Analytical income statement 

EUR million 2013 2014 2015 2016 2017 2018 2019 
Revenues 661.54 712.55 818.60 969.70 1038.20 1197.90 1283.70 
Cost of sales -401.36 -427.33 -468.37 -512.03 -579.80 -680.50 -734.90 
Gross profit 260.18 285.23 350.23 457.67 458.40 517.40 548.80 
Selling and marketing expenses -95.11 -103.04 -111.32 -128.50 -120.50 -140.00 -159.20 
Research and development expenses -44.39 -55.44 -57.08 -63.10 -57.80 -76.70 -85.90 
General and administrative expenses -51.31 -60.09 -59.59 -66.20 -71.00 -85.20 -83.40 
Other operating income 0.07 0.03 -2.56 0.20 0.00 0.00 0.00 
EBITDA 69.44 66.70 119.69 200.07 209.10 215.50 220.30 
Depreciation, amortization, and 
impairments -26.54 -37.52 -38.08 -85.25 -68.80 -54.60 -57.70 
EBIT 42.91 29.18 81.61 114.82 140.30 160.90 162.60 
Tax on operations -1.79 -2.92 -11.11 -10.64 -19.76 -21.32 -27.66 
NOPAT 41.12 26.26 70.50 104.18 120.54 139.58 134.94 
Financial income 0.36 0.87 1.30 0.63 0.90 2.30 4.50 
Financial expenses -19.43 -13.25 -13.21 -25.92 -21.20 -17.20 -25.20 
Net financial expenses -19.06 -12.37 -11.91 -25.29 -20.30 -14.90 -20.70 
Tax on net financial expenses 1.43 2.15 1.90 3.01 3.34 2.18 4.04 
Profit after tax 20.62 11.73 56.69 75.88 96.90 122.50 110.20 

 

Tax on operations 2013 2014 2015 2016 2017 2018 2019 
Effective tax rate -0.08 -0.17 -0.16 -0.12 -0.16 -0.15 -0.19 
Income tax -3.23 -5.07 -13.01 -13.65 -23.10 -23.50 -31.70 
Net financial items -19.06 -12.37 -11.91 -25.29 -20.30 -14.90 -20.70 
Tax shield 1.43 2.15 1.90 3.01 3.34 2.18 4.04 
Tax on operations -1.79 -2.92 -11.11 -10.64 -19.76 -21.32 -27.66 
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Appendix 2 Analytical balance sheet 

EUR million 2013 2014 2015 2016 2017 2018 2019 
Non-Current Assets               
Property, plant, and equipment 104.7 96.1 89.0 119.0 144.7 175.6 181.4 
Right of use assets 0.0 0.0 0.0 0.0 0.0 33.3 36.4 
Goodwill 378.7 387.1 389.4 635.2 643.9 641.3 645.8 
Intangible assets 118.6 114.9 107.0 277.5 262.7 267.0 252.4 
Investments in associates 0.0 0.0 0.0 0.0 0.0 0.0 15.6 
Trade and other receivables 0.7 0.1 0.4 0.2 4.0 3.2 2.1 
Deferred income tax assets 9.6 7.9 10.0 7.3 4.4 10.2 11.9 
Total Non-Current Assets 612.3 606.1 595.9 1039.2 1059.7 1130.6 1145.6 
Current Assets        
Inventories 91.8 88.5 99.4 122.2 124.4 149.9 166.8 
Contract assets 24.8 29.1 17.3 37.0 48.2 44.0 38.3 
Trade receivables 68.7 77.1 99.7 115.3 128.9 138.8 160.0 
Other receivables and prepayments 22.1 23.6 29.1 32.7 46.6 45.0 46.8 
Derivative financial instruments 0.0 0.0 0.0 0.5 0.9 1.3 0.0 
Total Current Assets 207.5 218.2 245.5 307.6 349.0 379.0 411.9 
Non-Interest-Bearing Debt        
Contract liabilities 44.9 65.0 78.3 150.8 209.6 212.1 217.5 
Trade and other payables 105.7 122.5 139.2 168.9 195.9 217.0 200.5 
Current income tax liabilities 3.5 4.2 3.2 9.1 11.0 9.3 3.7 
Provisions 2.1 9.4 9.0 13.1 9.1 7.8 8.2 
Deferred income tax liabilities 13.9 11.3 15.9 63.5 61.3 57.3 55.5 
Other payables 0.0 0.0 0.0 0.0 3.6 3.0 5.1 
Provisions 6.1 7.3 6.9 7.4 8.6 9.2 10.6 
Derivative financial instruments 7.2 5.4 3.1 4.9 2.7 1.4 3.0 
Total Non-Interest-Bearing Debt 183.3 225.0 255.7 417.6 501.8 517.1 504.1 
Net Working Capital  21.9 -0.8 64.3 -88.6 -147.1 -106.6 180.9 
Invested Capital (Net operating assets) 636.5 599.3 585.7 929.2 906.9 992.5 1053.4 
Total Equity 419.3 427.5 446.7 525.6 541.9 560.9 955.8 
Interest bearing liabilities        
Borrowings 22.1 18.6 18.4 24.1 26.2 24.8 30.6 
Borrowings 214.8 180.3 217.3 425.0 370.5 429.3 333.5 
Lease liabilities 0.0 0.0 0.0 0.0 0.0 6.7 8.8 
Lease liabilities 0.0 0.0 0.0 0.0 0.2 27.1 28.4 
Total Interest-Bearing debt 236.9 198.9 235.7 449.1 396.9 487.9 401.3 
Interest-Bearing Assets        
Assets held for sale 0.0 2.5 3.8 0.0 0.0 0.0 0.0 
Cash and cash equivalents 19.8 24.6 93.0 45.5 31.9 56.3 303.7 
Total Interest-Bearing Assets 19.8 27.1 96.8 45.5 31.9 56.3 303.7 
Net Interest-Bearing Debt 217.1 171.8 139.0 403.6 365.0 431.6 97.6 
Invested Capital (NIBD + Equity) 636.5 599.3 585.7 929.2 906.9 992.5 1053.4 
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Appendix 3 Forecasted income statement in the explicit period 

EUR million 2020E 2021E 2022E 2023E 2024E 2025E 
Revenues 1352.75 1425.78 1503.04 1584.81 1671.35 1762.98 
Cost of sales -757.54 -798.44 -841.70 -887.49 -935.96 -987.27 
Gross profit 595.21 627.34 661.34 697.32 735.40 775.71 
Selling and marketing expenses -162.33 -171.09 -180.37 -190.18 -200.56 -211.56 
Research and development expenses -89.28 -94.10 -99.20 -104.60 -110.31 -116.36 
General and administrative expenses -86.58 -91.25 -96.19 -101.43 -106.97 -112.83 
Other operating income 0.00 0.00 0.00 0.00 0.00 0.00 
EBITDA 257.02 270.90 285.58 301.11 317.56 334.97 
Depreciation, amortization, and 
impairments -28.17 -29.69 -31.30 -33.00 -34.81 -36.71 
EBIT 228.85 241.21 254.28 268.11 282.75 298.25 
Tax on operations -45.77 -48.24 -50.86 -53.62 -56.55 -59.65 
NOPAT 183.08 192.96 203.42 214.49 226.20 238.60 
Net financial expenses -28.09 -29.60 -31.21 -32.90 -34.70 -36.60 
Tax on net financial expenses 5.62 5.92 6.24 6.58 6.94 7.32 
Profit after tax 160.61 169.28 178.46 188.17 198.44 209.32 
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Appendix 4 Forecasted balance sheet in the explicit period 

EUR million 2020E 2021E 2022E 2023E 2024E 2025E 
Non-Current Assets             
Property, plant, and equipment 191.2 201.5 212.4 223.9 236.2 249.1 
Right of use assets 38.4 40.4 42.6 44.9 47.4 50.0 
Goodwill 676.4 712.9 751.5 792.4 835.7 881.5 
Intangible assets 266.0 280.3 295.5 311.6 328.6 346.6 
Investments in associates 16.4 17.3 18.3 19.3 20.3 21.4 
Trade and other receivables 2.2 2.3 2.5 2.6 2.7 2.9 
Deferred income tax assets 12.5 13.2 13.9 14.7 15.5 16.3 
Total Non-Current Assets 1203.1 1268.0 1336.7 1409.438 1486.4 1567.9 
Current Assets        
Inventories 175.8 185.3 195.3 205.9 217.2 229.1 
Contract assets 40.4 42.5 44.8 47.3 49.9 52.6 
Trade receivables 168.6 177.7 187.3 197.5 208.3 219.7 
Other receivables and prepayments 49.3 52.0 54.8 57.8 60.9 64.3 
Derivative financial instruments 0.0 0.0 0.0 0.0 0.0 0.0 
Total Current Assets 434.1 457.5 482.3 508.5 536.3 565.7 
Non-Interest-Bearing Debt        
Contract liabilities 229.2 241.6 254.7 268.5 283.2 298.7 
Trade and other payables 211.3 222.7 234.8 247.5 261.0 275.4 
Current income tax liabilities 3.9 4.1 4.3 4.6 4.8 5.1 
Provisions 8.6 9.1 9.6 10.1 10.7 11.3 
Deferred income tax liabilities 58.5 61.6 65.0 68.5 72.3 76.2 
Other payables 5.4 5.7 6.0 6.3 6.6 7.0 
Provisions 11.2 11.8 12.4 13.1 13.8 14.6 
Derivative financial instruments 3.2 3.3 3.5 3.7 3.9 4.1 
Total Non-Interest-Bearing Debt 531.2 559.9 590.2 622.3 656.3 692.3 
Net Working Capital  195.3 205.8 216.9 228.7 241.2 254.5 
Invested Capital (Net operating 
assets) 1105.9 1165.6 1228.8 1295.6 1366.4 1441.3 
Interest bearing liabilities        
Borrowings 32.2 34.0 35.8 37.8 39.8 42.0 
Borrowings 351.7 370.7 390.8 412.0 434.6 458.4 
Lease liabilities 9.3 9.8 10.3 10.9 11.5 12.1 
Lease liabilities 29.9 31.5 33.3 35.1 37.0 39.0 
Total Interest-Bearing debt 423.2 446.0 470.2 495.8 522.8 551.5 
Interest-Bearing Assets        
Assets held for sale 0.0 0.0 0.0 0.0 0.0 0.0 
Cash and cash equivalents 324.7 342.2 360.7 380.4 401.1 423.1 
Total Interest-Bearing Assets 324.7 342.2 360.7 380.4 401.1 423.1 
Net Interest-Bearing Debt 98.5 103.8 109.4 115.4 121.7 128.4 
Equity 1007.4 1061.8 1119.3 1180.2 1244.7 1312.9 
Invested Capital (NIBD + Equity) 1105.9 1165.6 1228.8 1295.6 1366.4 1441.3 
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Appendix 5 Free cash flow calculation 

EUR million  2020E 2021E 2022E 2023E 2024E 2025E 
NOPAT 183.08 192.96 203.42 214.49 226.20 238.60 
Depreciation 28.17 29.69 31.30 33.00 34.81 36.71 
Change WC -0.33 -0.35 -0.37 -0.39 -0.41 -0.44 
CAPEX -64.37 -67.84 -71.52 -75.41 -79.53 -83.89 
FCFF 146.56 154.47 162.84 171.69 181.07 190.99 

 

Appendix 6 Market risk premium calculation 

Market Revenues Weight Country risk Premium 
Iceland 2.3 0.01 6.04% 0.04% 
The Netherlands 11.8 0.04 5.20% 0.19% 
Europe other 133.6 0.41 8.39% 3.45% 
North America 102.9 0.32 5.20% 1.65% 
Other countries 74 0.23 8.38% 1.91% 
Total 324.6 1   7.25% 
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Appendix 7 Forecasted revenues for each segment 

  2020E 2021E 2022E 2023E 2024E 2025E 
Poultry        
Revenues EUR million 724.92 761.17 799.22 839.19 881.14 925.20 
% of revenue 53.59% 53.39% 53.17% 52.95% 52.72% 52.48% 
Difference between years n/a 5.00% 5.00% 5.00% 5.00% 5.00% 
Meat        
Revenues EUR million 444.36 466.58 489.91 514.40 540.12 567.13 
% of revenue 32.85% 32.72% 32.59% 32.46% 32.32% 32.17% 
Difference between years n/a 5.00% 5.00% 5.00% 5.00% 5.00% 
Fish        
Revenues EUR million 161.87 176.43 192.31 209.62 228.49 249.05 
% of revenue 11.97% 12.37% 12.79% 13.23% 13.67% 14.13% 
Difference between years n/a 9.00% 9.00% 9.00% 9.00% 9.00% 
Others        
Revenues EUR million 21.60 21.60 21.60 21.60 21.60 21.60 
% of revenue 1.60% 1.51% 1.44% 1.36% 1.29% 1.23% 
Difference between years n/a 0.00% 0.00% 0.00% 0.00% 0.00% 

 

Appendix 8 Figures used for the relative valuation 

Peer company Revenues 
Enterprise 

value EBITDA EBIT 
John Bean Technologies 1946.00 4253.38 251.30 185.70 
Bucher Industries AG 3106.00 3190.20 368.30 284.60 
Middleby Corp. 2959.45 7941.44 514.04 410.62 
Rotork plc. 669.30 2864.53 151.01 127.01 
IMA Group 1595.50 3129.94 273.40 192.50 

 

 


