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Executive Summary 
There are few Norwegian companies that can match the long and multiple industry track record of 
the company today known as Bonheur ASA. With a newly established focus on the wind energy 
sector, the stock price has risen over the last five years.  
 
The objective of this thesis is to determine the correct trading recommendation for Bonheur ASA as 
of 01. March 2021.  
 
To produce a correct trading recommendation, the discounted cash flow valuation approach has 
been relied on to determine the fair value of Bonheur. A strategic analysis looked at the companies 
two focus segments with largest growth, Renewable Energy and Offshore Wind and Shipping. The 
macroeconomic environment was thoroughly examined utilizing the PESTEL framework. Bonheurs 
main market’s ambitious goals for increasing renewable energy production combined with favourable 
conditions for wind energy, contributed to a positive outlook. Porter's Five Forces analysed the 
competitive environments, with the Offshore service sector having positive future outlooks, since 
deployment rate will soon outpace the growth in the service sector. A corporate governance review 
was conducted to determine potential risks and rewards of their ownership structure, finding an 
implied stock discount following their diversified business ventures and lack of governing 
mechanisms.  
 
The financial analysis looked at Bonheur in a holistic view, restating the balance sheet to remove 
noise from their deconsolidated offshore drilling company. Historical performance of their now four 
segments was analysed and compared to industry peers. The analysis found a large growth in 
revenue from their offshore wind service segment, with the highest profitability in onshore wind 
production. The corona virus negatively impacted their cruise segment, and their media focused 
segment had negative margins throughout the five-year period. Bonheur’s historical performance 
and strategic outlooks with significant future impact was summarized using the SWOT framework. 
The findings were discussed and considered, to produce a coherent future cash flow analysis. A 
positive outlook for the next 10 years was found, with an appertaining stock price of 254.48 NOK, 
10% higher than the observed 229.5 NOK market price 1st March 2021. 
 
The calculated stock price was found to be sensitive to inputs, and several plausible future scenarios 
determined. Utilizing a relative valuation varying results for the stock price in comparison to industry 
peers was found, which concurred with the financial analysis. The concluding trading 
recommendation is HOLD, since the 10% upside is not seen as substantial for a diversified company 
with sub-optimal corporate governance.  
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1.0 Introduction  

1.1 Motivation 

The family-owned conglomerate Bonheur ASA traces their roots back to 1848 and the shipping 
company Fred. Olsen & Co. From shipping, through drilling and oil, the company has had a multitude 
of business ventures. In recent years it has transitioned to become mainly a renewable energy 
company. Starting with green investments as early as 1992, while still being heavily invested in 
offshore oil, cruise, and a multitude of other investments. Dolphin drilling, an offshore oil company 
had at one point been the largest value contributor to the company, but in 2018 it was deconsolidated 
after years with negative results.  
 
This marked a shift for Bonheur, as the focus became the renewable energy sector. Today they are 
taking part in the renewable industry in two sectors. Owning and operating onshore wind farms and 
providing service and installation for offshore wind parks. In 2020 it was nominated for the Norwegian 
corporate climate award for the changed focus from fossil to renewable. The students therefore find 
the company particularly interesting to research, since they have gone through a transition several 
oil and gas related companies will go through in the future. Our interest in the company was 
additionally increased by media attention to the stock, with the price doubling in 2019, and brokerage 
companies providing target prices with 35% upside in January 2021 (Bærland, 2019; Grini, 2021).  
 
This thesis represents the conclusion of the student’s master's degree in Finance and Strategic 
Management. Therefore, a subject enabling utilization of the knowledge and skills gained throughout 
the studies was important, and a strategic and financial analysis was chosen. Similarly important is 
the possibility to learn and gain insight from the writing process, and the renewable energy industry 
is to the authors intriguing.  

1.2 Problem statement 

Following our motivation, the main purpose of this thesis is to assess the fair value Bonheur ASAs 
share price, using a strategic and financial analysis. Based on the valuation, we will determine a 
trading recommendation for the stock, and discuss the exposure and risks related to such an 
investment. Hence, the following problem statement has been formulated: 

Which trading recommendation is correct for Bonheur ASA as of March 1st, 2021?  

To provide a comprehensive answer to the problem statement, several financial and strategic 
analysis will be conducted. The following outlines the thesis structure and explains how each 
segment contributes to answering the problem statement. 

 

 

 

  



 

Page 6 of 148 
 

Introduction to Bonheur and industries 

The overview and description serve two purposes. Firstly, understanding the company and industries 
contributes to a precise valuation, secondly it provides an overview of the complex division of the 
company's businesses. Understanding how the company is positioned in their main industries, the 
characteristics of these markets and the value chains is of importance. In this part the division of 
operating revenue and CAPEX from the four business segments are presented, which explains the 
thesis focus on renewable energy and offshore wind. 

Strategic analysis 

The strategic analysis explains the non-financial factors with large impact on the company. 
Understanding the value drivers in the industries is important for forecasting future earnings. This is 
provided through a macroeconomic analysis looking at external factors impacting the industry, 
followed by a microeconomic analysis determining the competition in the industry. A corporate 
governance review is also provided, describing potential risks and rewards related to investing in the 
company.  

Financial analysis 

In the financial analysis, historical trends and developments of the company has been researched 
to give insight to the company’s financial position. To properly evaluate the historical trends and 
developments of the company, the historical financial reports has been restated and reformulated to 
reflect the historical performance of the company’s continued operations and the underlying value 
drivers. In the financial analysis, the company’s profitability, liquidity, and solvency has been 
analysed and compared with peers. Following the financial analysis of the company, a set of key 
financial metrics has been analysed on business segment level to better understand the 
development and performance of the company’s different business activities. Important findings are 
highlighted and potential risks and opportunities that can affect the future performance is discussed.  

Valuation 

The valuation builds on the findings of the previous analyses to forecast free cashflows to the firm. 
The forecasted cashflows has then been discounted to find the present value of the excepted future 
cashflows in accordance with the Discounted Cash Flow model. A sensitivity analysis has then been 
presented, highlighting the estimated price sensitivity to the input variables and assumptions in the 
DCF model.  

Discussion & Conclusion 

The findings in the valuation are summarized and discussed, providing insights on uncertainties 
related to the valuation. Lastly, the thesis in concluded with a theoretical stock price and a trading 
recommendation.  
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1.3 Methodology  

Throughout the thesis different sources, theories and models have been used, to conduct a thorough 
valuation. Our approaches and applied methodology are described in the following. It is important to 
choose the research method that is optimal for answering our problem statement. Valuation has 
obvious academic and real-life application, the first for testing and evolving economic theories, the 
latter for making optimal investment decisions. There are a number of practical “blueprints'' and 
theoretical frameworks for pricing companies. Arguably, the share price this thesis results in will be 
more subjective, than the observable market price, in accordance with the efficient market 
hypothesis. Constructivism is therefore the right fit for this thesis, as the authors seek to understand 
the subjective reality of the research subject (Egholm, 2014). Throughout the thesis the writers will 
be actively present in the investigation of the subject, by selecting and rejecting the input in the 
valuation, from theories to information. Valuations and constructivism is a good fit, since the models 
will be a result of the authors subjective beliefs about the company's future. The goal is not to verify 
models or theories, but to use established and proven models used by practitioners, to answer the 
research question to the best of the authors ability.   

1.3.1 Theory 

Selection of frameworks, models and theories are accounted for when they are applied, throughout 
the thesis. For context, the approaches and reasoning behind choices, and the presentation of these 
theories and frameworks, are placed together with the appurtenant analyses. This is relevant for 
both strategic and financial analysis, and how they complement the forecasting is explained. It is for 
this paper assumed that the reader knows common financial- and economic terminology, but not 
industry and company specific terminology. Therefore, terminology and abbreviations are presented 
and repeated throughout the paper, for the convenience of the reader.  

1.3.2. Data collection 

Written from an investor perspective, the thesis relies solely on publicly available information. The 
authors have strived to remain critical to sources throughout our information gathering, to avoid bias 
sources (Rienecker & Jørgensen, 2017).  

Primary data in the form of information provided by the company makes up a large part of the thesis, 
since the financial statement analysis is pivotal for analysing the company. In addition, annual reports 
provide some company insight. Criticism when relying on company provided information is 
accounted for when relevant. Generally, the financial statements and descriptions of current 
operations are relied more on, than future outlooks and industry insight. 

Secondary data (and tertiary) is utilized throughout the thesis. Careful considerations have been 
made regarding the validity of the sources, assessing if there are incentives for promoting biased 
information. Financial databases include Orbis and Refnitive (previously Thomson Reuter Eikon) 
which mainly reproduces official company and stock information.  
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Company and industry information is mainly based on valid sources like governments, associations 
(like WindEurope and International Renwable Energy Agency) and academia, supplemented by 
newspapers and consultancy reports. Newspapers and consultancy reports are prone to more 
biases and are carefully considered before inclusion.  

1.4. Assumptions and limitations 

The following assumptions and limitations are present in the thesis. 
 

● Since Bonheur is publicly traded and this thesis is written from an investor perspective, only 
publicly available information is used. 

● Only a short review of strategic and financial theory is presented, assuming prerequisite 
knowledge.  

● Information published after the chosen cut-off date March 1st 2021, is ignored.   
● The segments Renewable Energy and Offshore Wind and Shipping accounts for over 79% 

of their CAPEX the last five years, and 75% of their revenue in 2020. Therefore, the thesis 
mainly focuses on these segments.  

● The cruise and other investments segments are not subject to strategic analysis; however, a 
financial analysis and peer comparison is conducted.   
 
 
 

2. Bonheur ASA 

2.1 Company overview and history 

Bonheur’s origin traces back to 1848 with Petter Olsen and his two brothers from the Fred. Olsen 
family who invested in shipping. With the emergence of the modern Norwegian shipping industry 
and a general increase of international trade and shipping, the three brothers' activity was so 
extensive that a customs station was built in Hvitsten where they all were based (Bonheur, 2021).  
 
After focusing on shipping and transportation, the company developed into one of the pioneers in 
the Norwegian offshore oil and gas industry in the 1970’s, providing a wide range of services and 
installations through their many subsidiaries. In addition to shipping and oil and gas services, the 
company has operated and invested in different industrial segments such as aviation, shipyards, and 
drilling. 
 
Historically, Bonheur carried out all their investments jointly with Ganger Rolf ASA, a company 
closely tied to the initial owners of Bonheur. The companies were close to identical with equal 
interests in most of their investments, and in 2016 the companies merged, with Bonheur as the 
surviving entity (Bonheur, 2021). 
 
In 2019, Bonheur liquidated their operations and investments in offshore drilling, marking their exit 
from the oil and gas industry. The drilling activities of the company had been highly successful in the 
oil and gas industry in Norway and internationally.  
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As one of the major players in the drilling segments, Dolphin Drilling (formerly listed as Fred. Olsen 
Energy) was vulnerable when the oil price fell dramatically in 2015. With high debt level, lower 
income, and failed attempts to restructure the company, Bonheur deconsolidated the company in 
2018. As Bonheur already had started to shift their efforts away from oil and gas, they had limited 
interests to maintain their stake in the company, and in 2019 it was taken over by a private equity 
fund (Kvale, 2019). 
 
With the withdrawal from drilling and exit from oil and gas, Bonheurs continued operations are 
focused on renewable energy, offshore wind installation and services, as well as cruise and other 
investments.  

2.2 Business units and operations  

Bonheur ASA has no employees as all employees and operations are conducted in the subsidiaries 
of the company, while the day-to-day management of Bonheur and the group is performed by Fred. 
Olsen & Co. A pure management company controlled by the great-great-granddaughter of Petter 
Olsen, Anette Sofie Olsen. Anette Sofie Olsen’s role is effectively equal to the one of a traditional 
CEO. Her father, Mr. Fred. Olsen control 51.8% of the shares, giving the Fred. Olsen family complete 
control of the company (Bonheur, 2020ar).  
 
Figure 1: Overview of Bonheur's Governance Model. Gathered from Annual Report 2019 

 
 
Bonheur conduct their business in four different segments of operations through their subsidiaries: 
Renewable Energy, Offshore Wind & Shipping, Cruise, and Other Investments.  
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Additionally, they report internal transactions and financial effects between the subsidiaries to reflect 
the accurate earnings, costs, and assets of the group in total. From January 2016 to January 2020, 
Bonheur has increased their market capitalization from 2,2 billion NOK to 10,2 billion NOK.  
 
With operating income growth from 5,6 billion NOK in 2015 to 7,84 billion NOK in 2019, the 
compounded annual growth rate (CAGR) of the period has been 8,50%. In 2020, the group had a 
total revenue of 6,17 billion NOK, giving a CAGR of 1,78% in the six-year period.  
 
 

𝐶𝐴𝐺𝑅 = (
𝑉𝑎𝑙𝑢𝑒 𝑒𝑛𝑑𝑖𝑛𝑔 𝑝𝑒𝑟𝑖𝑜𝑑

𝑉𝑎𝑙𝑢𝑒 𝑏𝑒𝑔𝑖𝑛𝑛𝑖𝑛𝑔 𝑝𝑒𝑟𝑖𝑜𝑑
)

1
𝑛

− 1 = (
5 652𝐹𝑌 2019

7 834𝐹𝑌 2015
)

1
4

− 1 = 8,50% 

 
By excluding the reported operational income and capital expenditures related to Offshore Drilling in 
the historical reports (accounted for in chapter 6), the development of the current segment mix and 
their contribution to the total revenue in 2015 and 2020, and CAPEX in 2020, is illustrated in figure 
2. The Capital expenditures in 2020 reflects their focus on Renewable Energy and Shipping & 
Offshore Wind.  
 
Figure 2: Operating Income and CAPEX by segments. Authors own creation.  

 
 
 
In the following sections, the different operational segments will be presented. 
 

2.2.1 Renewable energy 
Fred Olsen Renewables AS with subsidiaries (“FOR”) is a developer, owner and operator of 
renewable energy assets, primarily onshore wind farms (Bonheur, 2020ar). The groups first 
investment into the renewable energy sector took place in Scotland in 1997 (Bonheur, 2021). Today, 
Fred. Olsen Renewables with subsidiaries acts as a developer and constructor of onshore wind 
farms, primarily for their own projects. 
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The group's wind farm portfolio currently consists of wind farms with 680MW capacity, and 105MW 
under construction in Sweden with expected operational status by the end of June 2021. Additionally, 
Bonheur has secured consent for a total of 312MW capacity in wind projects located in Norway and 
Sweden. Bonheur also owns 50% of the offshore wind project Codling Bank on the east coast of 
Ireland with a projected 2000MW capacity, where the first stage of a 1000 MW park has received 
consent (Bonheur, 2020ar; Codling Wind Park, 2021). Additionally, FOR has a portfolio of projects 
and wind farms under development in the UK, USA, France, Ireland, Sweden, and Norway. Bonheur 
reports that the total production of wind power can reach a total capacity of approximately 3220 MW 
in the coming years if all projects are materialised (Bonheur, 2020ar). 
 

Figure 3: Overview of windfarms location, capacity, and project status. Gathered from Bonheur's 
2019 Annual Report 

 
 

The revenue from the renewable energy segment has increased from 1 196 million NOK in 2015 to 
1 451 million NOK in 2020, giving a CAGR of 3,93%.  

2.2.2 Offshore Shipping and Wind Services 
The offshore wind operations are organised in the fully owned subsidiary Fred. Olsen Ocean Ltd., 
“FOO” (Bonheur, 2021qr). FOO owns and control several subsidiaries where the daily operations of 
the business activities are conducted: Fred. Olsen Windcarrier (100%), United Wind Logistics GmbH 
(50%) and Global Wind Services (92.2%). In this paper, ‘FOO’, ‘Shipping and Offshore Wind’, and 
‘Offshore Wind Services’ are used interchangeably, all referring to Bonheur’s operations in offshore 
wind. 
  
The group of companies owns and operates three jack-up vessels specially designed for the 
transportation, installation, and service of offshore wind turbines, and one vessel specially designed 
for the service of offshore wind turbines. Furthermore, Bonheur controls three vessels dedicated to 
the transportation of turbine components from manufacturing site to pre-assembly ports. With more 
than 1500 skilled employees, Bonheur reports a commitment to supply industry-leading expertise, 
solutions, and hardware to install and service the offshore wind industry (Fred. Olsen Ocean, 2021a).  
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According to Rystad Energy (2020), there are 32 active turbine installation vessels worldwide. FOO 
is well positioned with their current vessel pool as their installation vessels have the capacity to install 
the biggest wind turbines on the market, enabling bids on the installation of all offshore wind projects. 
Furthermore, Bonheur has initiated a program to upgrade their ships so that they can install and 
service new and bigger wind turbines under development by turbine manufacturers (Bonheur, 
2021qr). 
 
Bonheur reports that they have initiated a process of constructing a fourth installation vessel to 
supplement the existing fleet to maintain their market leading position, by leveraging their operational 
experience and know-how with increased capacity (Ibid.). Bonheur expects increased demand for 
their services and vessels. Therefore, they are exploring various delivery alternatives of the new 
vessel as well as options on further newbuilds, to capture the expected growth in demand of 
installation vessels (Ibid.). 
 
MAKE (2017) estimated that Bonheur’s subsidiary Fred. Olsen Windcarrier installed 9% of all 
offshore wind turbines installed worldwide in the period 2010-2016 and had the order of 18% of the 
contracted installations for 2016-2020. According to Bonheur’s own estimates, FOO has installed 
approximately 20% of all offshore wind turbines between 2013 and 2020.  Experience from 
successful operations Europe, North America, and Asia showcase a strong position in the market 
for installation and service of offshore wind turbines (Bonheur, 2020ar).  
 
The 50% owned subsidiary UWL focuses their business operations on marine transportation of 
offshore wind turbines from manufacturing sites to pre-assembly ports, making Bonheur a full-service 
provider in transportation, installation, service, and maintenance of offshore wind turbines.  
 
 

2.2.3 Cruise 
Bonheurs is present in the cruise industry through full control and ownership of First Olsen Holding 
AS with subsidiaries (FOHAS), which is sole owner of Fred. Olsen Cruise Lines Ltd. (FOCL). FOCL 
owns and operates four ocean cruise ships and operates one chartered river cruise ship from April 
to October (Fred. Olsen, 2020). They are focused on smaller ships, allowing cruise passengers to 
explore places larger vessels are not able to dock. In 2019 the five ships generated 2 419 million in 
operating revenue, with a result of 38 million, from 95 799 unique passengers during the year (Fred. 
Olsen, 2020). FOCL benefits from a wide range of shared services, such as HR, IT, and 
administration, under the same office community as FOR, with Fred. Olsen Ltd (Bonheur, 2020ar). 
In 2020 they replaced two of their oldest ships, with “newer” ships from 1997 and 2000 respectively 
(Bærland, 2020). 
 
Fred Olsen Cruise Lines Ltd has roots back to the early 1900s, for the longest of the company’s time, 
liner traffic has been the company’s core business segment (Fred. Olsen, 2021). Today, the situation 
has changed, but Cruise still made up 31% of total revenue in 2019, before the segment’s income 
stopped following the Corona virus. Despite large investments and expansions are not observed nor 
prospected, the segment is a substantial part of the Group of Companies.  
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2.2.4 Other investments 
Their last segment is called Other Investments and include several non-core business activities 
(Bonheur, 2020). The most notable investment is Bonheurs 54% ownership of NHST Media Group 
AS (NHST), which will be accounted for below. In addition, 100% ownership of the Fred. Olsen 
quarter in Oslo, which consists of five apartment buildings in central Oslo and is the group of 
company's headquarters. The buildings house the offices for Fred. Olsen AS, that controls the group 
of companies through its management services to Bonheur and other related companies.  
 
NHST is a large Norwegian media company, and Bonheur's 54% ownership has a book value of 242 
370 000 kr. The media group had a revenue of 1 999 278 000 in 2019, and an operating profit of 38 
581 000, and employed 680 across the group (NHST Media Group, 2020). It operates in three 
segments: PR software service companies, Norwegian, and global publications. The first segment 
consists of “software as a service” (Saas) companies called MyNewsDesk and Mention, which in 
2019 had a turnover of 263 million with a result of 5 million (NHST Media Group, 2020). The 
Norwegian publications segment publishes Norway's 3rd largest newspaper in circulation and largest 
business newspaper, Dagens Næringsliv (Ibid.; Mediebedriftene, 2020). The Norwegian publications 
segment had a revenue of 645 million and a result of 21 million in 2019. The last segment is Global 
publications which consists of industry publications TradeWinds, Upstream, Intrafish and Recharge, 
in addition to Norwegian industry publications Fiskeribladet and Europower (NHST Media Group, 
2020). The publications are within shipping, energy, and seafood, with the shipping publication 
TradeWinds as the largest, accounting for around 40% of the segment's revenue. Global publications 
had a revenue of 302 million, with a profit of 8 million. 62% of the groups revenue came from 
subscription, and 29% from ads. 
 
NHST Media substantially downsized their workforce during 2019, due to lower demand for printed 
media and reduced ad revenue, and the board have decided to cut an additional 100 million in costs 
over the course of the next years (NHST Media Group, 2020). The group has a strategy of meeting 
the consumer with relevant, interesting, and critical journalism that sets the agenda, while remaining 
attractive for advertisers. 
 

2.3 Corporate strategy and management 

2.3.1 Corporate strategy and vision 

Bonheur ASA is a holding company and an investment object listed on the Oslo stock exchange. It 
has no employees and does not state a vision nor a strategy for the group of companies (Bonheur, 
2019). The Board of Directors are responsible for the development of the Company’s strategy, 
exercising authority and making decisions on behalf of the company. According to Bonheurs website 
(2021) “the company’s business is to engage in maritime and energy related activities, 
transportation, technology and property development, investments within finance and commerce, as 
well as participation in other enterprises”. In their Annual Report from 2017 they state that the group 
of companies is increasingly focusing on renewable energy.  
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Bonheur does explain briefly on their strategy for risk management: it focuses on sufficient cash, 
marketable securities and committed credit facilities, maximizing return on surplus cash, and 
minimizing the costs of borrowing and transactions (Bonheur, 2020ar). This simply indicates that the 
company is interested in succeeding financially and are focusing on renewables. Since their 
subsidiary companies are controlled by Bonheur through ownership and seats on the board reserved 
Fred. Olsen & Co., their respective strategies (accounted for in the business units) are aligned with 
Bonheurs interests (Bonheur, 2020ar). Since there is a lack of information on the strategy and vision, 
the people managing the company are thoroughly accounted for here and analysed in the later 
corporate governance review. 

2.3.2 Board of Directors 
The board of directors is headed by Mr. Fred. Olsen and three out of six are independent experts, 
according to Bonheur. There is also a shareholders committee in place, with a supervisory function 
of overseeing the Board of Bonheur and Fred. Olsen & Co.  
 
The board has authority over decisions regarding the whole group of companies, has a controlling 
function and a focus on developing the company's strategy (Bonheur, 2020ar). All matters of high 
importance for company success are presented for the board, including annual accounts, mergers, 
acquisitions, investments and divestments, future plans and strategies (Bonheur, 2020a). Two board 
members make out the audit committee, which reviews financial reporting, financial risk 
management, and the company's effort for overseeing compliance with laws and regulations.  
 
The board consists of chairperson Thomas Fredrik Olsen (Fred. Olsen), a position he has held since 
1955. Son of Thomas Olsen he was born into the family dynasty, at that time known as one of the 
country's largest shipping companies (Kapital, 2021). Contrary to his father who was Oxford 
educated, Fred. Olsen worked as a deckhand and a greaser across the globe for two years. He has 
referred to the experience as far more valuable than an MBA or engineering title (Tully, 2015).  
 
Nicholas A. Emery has been on the board since 2014 (Bonheur, 2020a). He has 25 years of 
experience in Fred. Olsen related companies, and until 2013 CEO of Fred. Olsen Renewables. He 
is an experienced Management Accountant and has served as CEO and director for a multitude of 
companies (Ibid.).  
 
Bente Hagem joined the board in 2020. She is a professional board member and green investor. 
Educated from the University of Life Sciences in Norway, with experience such as vice president in 
Equinor, CFO for Statnet, member of the Board of Nord Pool Spot, which runs the largest power 
trading market in Europe (Bonheur, 2020a). She has served as co-chair to the European Market 
Coupling project, which optimizes allocation of electricity resources between European countries by 
reducing price differences between European countries' power markets.  

Jannicke Hilland also joined in 2020 and is CEO of a large Norwegian energy producer and 
distributor called BKK (BKK, 2021). She has executive experience from some of Norway's largest 
companies Statoil, Hydro and Energi Norge.  
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Carol Bell has held a seat at the board since 2014, educated from Cambridge and University College 
London, holding a PhD in Archaeology (Bonheur, 2020a). She has experience from oil and gas, and 
investment banking, and today functions as non-executive director in several companies. 

Andreas C. Mellbye has the longest experience after Mr. Fred. Olsen, having been with the board 
since 2001. He is a lawyer educated from the University of Oslo and is a partner of Wiersholm. He 
specializes in corporate transactions, M&A, securities and litigation (Wiersholm, 2021). 

The shareholder committee have 5 members independent of the company's main shareholders and 
of Fred. Olsen & Co. and provide recommendations on compensation for both management and 
board of directors. Their supervisory function is an integrated and critical part of the Company's 
Corporate Governance. To guide them they look to the Norwegian Code of Practice for Corporate 
Governance (NCGB), and how Bonheur acts in accordance with them, will be described in this 
paper's Corporate Governance section.  

2.3.3 Executive Management 
As previously explained, Fred. Olsen & co. consisting of 39 employees with sole proprietor Anette 
S. Olsen, are effectively the executive management and administration for the Group of Companies 
(Fred. Olsen, 2020). The highest-ranking people in the management will now be presented, and it is 
worth noting that except for Richard Olav AA, there is limited information about the management's 
professional careers.  
 
Anette holds several important roles in addition to being CEO for the group of companies, including 
Chairperson of the board for NHST Media Group, Fred. Olsen Ocean, Fred. Olsen Renewables and 
Fred. Olsen Energy (Ødemark & Store Norske Leksikon, 2020). She holds a Master of Business 
Administration from the University of San Francisco. In 1995 she became the sole proprietor to the 
group of companies (Ibid.). Just as her father she does not give interviews, and information about 
her and her career is scarce.  
 
Kristin Alm holds the role as Vice president and Head of Human Relations, she was previously a 
business controller for Fred. Olsen Marine Services, which has seized to exist and is now a part of 
the Offshore Wind and Service company. Kristin holds a graduate degree from Norwegian School of 
Economics & Business Administration (Wall Street Journal, 2021). 
 
Richard Olav Aa is Chief Financial Officer and Senior Vice President. He holds a Master of Science 
from the Norwegian Business School. He has extensive experience within finance from large 
Norwegian companies, most notably he served as CFO for Telenor (Halvorsen, 2021). He left CFO 
in relation to a case of corruption in one of Telenor's subsidiary companies, which he has not 
commented on. 
 
Victor Friberg is Chief Legal Officer and Senior Vice President (Fred. Olsen, 2021).  
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3. Industry Overview 
This part of the paper aims to give an overview in the industries Bonheur is present in. The allocated 
space for the different industries is in accordance with Bonheurs investments and presence in said 
industry, Renewable Energy (both onshore and offshore) is therefore emphasised. 

3.1 Renewable energy - Offshore and Onshore wind 

Wind Turbines have no polluting emissions from its operations and are one of the most 
environmentally friendly forms of producing electricity. Bonheur is present in the whole value chain, 
onshore through FOR and offshore through service in FOO. Including installation, owning, and 
operating, service, maintenance, carrying and consulting, hence a wide presentation of the industry 
is necessary.  
 
Electricity prices and cost of production are the main value drivers in the renewable energy industry 
(IRENA, 2020a). In 2019, wind energy represented 300 000 jobs in the EU, 75% onshore wind and 
25% in offshore wind (Pineda et al., 2020, 8.). The industry generates 2.5 billion euros of value added 
to the EU economy for each new GW (Giga watt capacity) of onshore wind installed and 2.1 billion 
euros for each new GW offshore (Ibid.). Collaborations between governments and private actors are 
therefore beneficial for governments in an economic sense, in addition to being crucial for reaching 
climate agreements and goals (Pineda et al., 2020). Private actors benefit from government 
collaboration through licences, subsidies, and other government schemes.  
 
The installed capacity is growing rapidly, and in 2020 the wind power capacity in Europe was 220 
GW, up from 98 GW in 2011. The percentage of the capacity from offshore wind has increased 
steadily, in 2011 4 GW of the total 98 GW came from offshore, today 25 of the 220 total capacities 
is from offshore (Komusanac et al., 2021, 15). The global weighted average levelized costs of energy 
(explained below) have decreased dramatically in the same period. Figure 4 compares the European 
installation in GW per annum offshore and onshore, with the average global LCOE in 100 USD/kWh. 
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Figure 4: LCOE and installed capacity. Author's own creation from (Komusanac et al., 2021; IRENA, 
2020a) 

 
 
 

3.1.1 Offshore wind 
Europe is already the leading continent for offshore wind, with the UK, Denmark, Germany, and 
Belgium currently producing most (IRENA, 2020a; Komusanac et al., 2021). Today's cumulative 
capacity in Europe is approximately 24 GW, and increased capacity in wind will be one of the key 
drivers for making Europe climate neutral. The International Energy Agency (2019) estimates that 
offshore wind could be the primary source of energy in Europe by 2042, in that scenario the North 
Sea accounts for 47% of the operating capacity. This will heavily rely on governments to deploy 
actions, and successful collaboration between the ten countries around the sea (Ibid.). In comparison 
with onshore projects, offshore farms are more difficult and costly to plan, finance, manufacture, 
install, commission, connect to grid, operate and de-commission, therefore collaborations and 
innovations are important for future success (Poulsen & Lema, 2017).  
 
With today’s policies and investment level, installations are expected to multiply many times over in 
the next thirty years. In the last ten years, the market has grown approximately 30% per year (Birol, 
2019). Reduction of costs in production and development, combined with massive investments and 
governmental actions, can see offshore wind as one of the most competitive energy sources 
available (Ibid.). For Bonheur, as one of the largest offshore wind service companies, the growing 
deployment indicates a larger operation and maintenance market. According to a new Wood 
Mackenzie report, the global offshore operations and maintenance market is set to grow 16% per 
annum the next ten years (Weetch, 2021). With their projections of the European market continuing 
to grow and making out 55% of the global market by 2029. Today, it makes up much more, but 
growth in the U.S and Asia will see higher geographical division of the market.  
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3.1.2 The Value Chain for Offshore wind 
The value chain of offshore wind is now presented, to understand what goes into a project from start 
to finish, and where FOO is present. 
 
The development phase of an offshore wind farm includes research and contemplation of an area, 
concession from the government of the seabed and finally a financial investment decision required 
for developing a wind farm (Innovation Norway et al., 2017). Meteorology and oceanography studies 
of wind and wave conditions are necessary, since the amount and consistency of wind are the largest 
factor for income from the wind farm (Danish Energy Agency, 2020). Ocean and seabed conditions 
are of huge importance for the cost aspect for construction and operation (Poulsen & Lema, 2017). 
Optimal conditions therefore include steady and high wind speed in a combination with a seabed 
that makes it possible to install the farm, with an exception for floating turbines (IRENA, 2020a). A 
multitude of other optimization criteria, from turbine placement in relation to each other and distance 
from land, affects the project's potential success (Ibid.). 
 
The construction and installation phase are where most of the capital expenditure occurs (Innovation 
Norway et al., 2017). This contrasts with fossil energy, where a substantial portion of the costs are 
variable and spread over the time, related to among other the consumption of fuel (IRENA, 2020a). 
It is also in contrast to onshore, since offshore wind has high service costs, and the installation 
contributes to 25% of the project value (Wüstemeyer et al., 2015, 37).  
 
There are three main phases under construction and installation. First, the making and constructing 
of the wind turbine generator including tower, nacelle, hub, and blades that make up the turbine that 
converts kinetic energy from the wind into electrical energy (BVG Associates et al., 2019). Second, 
the balance of the plant that includes all components of the wind farm except turbines. It consists of 
among others the foundation (which can be mounted or floating), the inter-array and export cables, 
offshore substations, and onshore works (Innovation Norway et al., 2017). The third part is the 
installation and commissioning of both balance of plant and turbines, which naturally includes 
onshore and offshore activities (BVG Associates et al., 2019). The process starts with the 
transportation of components from the manufacture to the site for the wind farm, followed by 
installation of cables, foundations, substations, array, and export cables and lastly turbines (Ibid.). 
The installation of the foundation depends on which technology is utilized but includes transport and 
fixing of the foundation. The most common constructions are monopiles and jackets. A monopile is 
a large pile mounted into the seabed while a jacket has multiple legs. Both can be installed by floating 
and jack up vessels, FOO specializes in installing with jack-up vessels with crane. This is efficient 
as the boat is mounted to the seabed for the operation, making it less exposed for wind and waves 
(Roslyng Olesen, 2015). 
 
When installation is complete, the windfarm can begin producing electricity (Roslyng Olesen, 2015). 
Operation and maintenance (O&M) are the support of all the activities related to operating the wind 
farm, from changing large components on the turbine, to ensuring health, safety, environment, and 
quality (HSEQ) for the personnel. The goal of O&M is to maximise the financial return of the wind 
farm, which is dependent on the balance between operational expenditure and turbine yield (Ibid., 
105). Supervisory Control and Data Acquisition system (SCADA) allows operators to monitor the 
complete wind farm and optimize turbine availability.  
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Service, repair, and exchange of parts on both turbines and the balance of plant are the largest 
expenditures related to O&M. This includes repairing, inspecting, or replacing turbine components 
and balance of plant using large vessels, remotely operated vehicles for underwater inspections, 
cable inspection and repairs, scour monitoring and management, and substation maintenance and 
service. FOO offers a full range of O&M service (Fred. Olsen Windcarrier, 2021). 
 
The last part of the value chain is at the end of a wind farms life, where decommissioning by removing 
infrastructure and disposing equipment occurs. It is a reversal of the installation, and hence similar 
processes are utilized, and the same players provide the service (Roslyng Olesen, 2015, 33).  
 
In figure 5, the value chain is visualized. The segments that FOO operates within are highlighted in 
blue, Fred. Olsen Renewables are highlighted in green, and orange is used for where both operate. 
FOR and their renewable energy industry is accounted for below. 
 
Figure 5: Value chain. Authors own creation from (BVG Associates et al., 2019; Magagna et al., 
2017; Fred. Olsen Windcarrier, 2021; Fred. Olsen Renewables, 2021a) 
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3.1.3 Onshore wind and renewable energy 
Bonheur is through Fred. Olsen Renewables a developer, owner, and operator of onshore wind 
farms (Fred. Olsen Renewables, 2021a). Unlike offshore, FOR owns the wind farms, either as sole 
owner or through joint ventures (Bonheur, 2020ar).  
 
There has been a tremendous development in onshore wind, and the levelized cost of energy 
(explained below) for onshore wind fell by 39% from 2010 to 2019 (IRENA, 2020a, 47). Today, 75% 
of onshore wind projects LCOE is below the cheapest form of fossil power generation (Ibid.). These 
positive effects have come from technological improvements allowing more capacity at a cheaper 
price point (IRENA, 2020a). Onshore is as previously demonstrated much larger in cumulative 
capacity compared to offshore. Although offshore wind is growing faster than the more mature 
onshore market, annual deployment is still many times larger for onshore. According to IRENAs 
(2019) projections, both annual deployment and cumulative installed capacity will continue to grow 
rapidly in the onshore sector over the next years. Their “realistic scenario” includes a three-fold of 
available capacity compared to 2018 within 12 years, and ten-fold by 2050. It is worth noting that 
these figures are for the world. They project North America to have over 1000 GW in installed 
capacity, and Asia to surge with over 3000 GW installed (Figure 6). 
 
Figure 6: Offshore and Onshore wind capacity by region. Authors own creation from (IRENA, 2019) 
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3.1.4 The value chain for onshore wind 
The process and the value chain have large similarities with offshore, some obvious differences are 
that boats are switched with trailers and the installation requires different tools and competencies. 
Differences go beyond requirements of the final product, as the added value and risk from the value 
chain is divergent (Wüstemeyer et al., 2015, 37). In onshore, the added values come mainly from 
the turbine. Technological progress and economies-of-scale effects have given lowering cost and 
increasing efficiency of the turbines in the last 10 years, while costs from installation and O&M are 
smaller compared to offshore (IRENA, 2020a). FOR is present throughout the value chain, from 
owning and financing, to operating and servicing. To see the overview over which specific parts of 
the value chain they operate in, see figure 5 above. 

3.1.5 LCOE 
To compare energy costs between different energy sources, the Levelized Cost of Energy (LCOE) 
is an important measure. It is used as an indicator for the price of electricity required for a project to 
have revenues equal to costs, with a required return on capital based on a discount rate (Badouard 
et al., 2020). It gives a picture of today's value of produced energy in megawatt or kilowatt-hours, 
while accounting for all costs over a project's lifetime. The result being the real total (capital plus 
operating cost) life-cycle cost per MWh supplied (Joskow, 2011, 2). This value is also the average 
price required for the incomes of the project to equal the costs of the project, and for return on capital 
to equal the discount rate. It includes the total investment and operational cost of any energy 
technology, in order to compare different methods of producing energy. It can also be used for 
calculating the socio-economic energy production cost, by including emission and integration cost. 
In the International Renewable Energy Agency´s LCOE-calculations, taxes, subsidies, and other 
incentives are not included, to compare the efficiency of a production unit regardless of government 
subsidies (IRENA, 2020a). 
 
LCOE can as explained above be defined as an average break-even price. In its simplest form the 
equation is simply the NPV of costs over NPV over produced energy: 
 

 
 
One common way to write the complete formula is the following (Intergovernmental Panel on Climate 
Change, 2015, 1289): 
 

 
 
E is energy delivered at year t, and is the denominator of the equation, in real life E varies from year 
to year. I is the investment, and is often the larger size in the equation for offshore wind, since it is 
capital intensive. O&M is operation and maintenance cost, F is fuel costs and C carbon costs, and 
hence less relevant for wind, D is the decommissioning cost. 
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The model is commonly used for comparing the minimum cost of production through different 
technologies such as renewable and non-renewable. Conventional energy production will typically 
have a large variable cost throughout the economic lifetime of the production, consisting of fuel costs, 
carbon costs and O&M. Renewable is more capital intensive with a large investment cost initially, 
but a low variable cost through its lifetime (WindEurope, 2019a). The levelized cost is applicable for 
comparing them by accounting for the whole life cycle value. 
 
The LCOE of a technology is a good indicator of the competitiveness of a technology, but it leaves 
out some dimensions (Intergovernmental Panel on Climate Change, 2015, 1289). Cost of integration, 
time dependent revenue opportunities, and relative environmental impacts plays a role as well (Ibid.). 
According to Joskow (2011) LCOE for comparing intermittent generating technologies such as wind 
with dispatchable power plants, can give false results as these comparisons does not account for 
different production schedule and differences in the market value of the electricity that is provided. 
Despite shortcomings, the LCOE is broadly utilized for comparing technologies for electricity 
production (IRENA, 2020a). 

3.2 Cruise 

Until the outbreak of the Covid-19 virus, the cruise industry has been growing over the last ten years, 
both in terms of passengers cruising and revenue (CLIA, 2020). In 2019 the number of European 
cruise passengers reached 7.7 million, a 7.5% growth from 2018 (Ibid.). Most of the passengers 
come from Germany and the UK, accounting for more than half of the total passengers in 2019. The 
most popular cruise routes departing from Europe are through the Central and Western 
Mediterranean with 2,3 million passengers in 2019, followed by Northern Europe with 1,4 million 
(Ibid., 5.). In line with the increasing number of passengers and geographical reach, the 
environmental, social, and economic impact is also increasing. According to the German 
environment organisation average fuel usage for a large cruise ship is 150 tons of fuel a day, 
releasing the same amount as about 1 million automobiles (McMaster, 2017). 
 
Regulations from the International Maritime Organization (IMO) set in place 2020 restricts pollution, 
however Cruise companies are avoiding these regulations to continue their operations. Installing 
scrubbers is common, which “washes” dirty fuel to meet regulations, and discharge the pollutants 
collected into the ocean instead of the air (Ellsmoor, 2019). For Bonheur, their recent upgrade of two 
ships is assumed to meet these regulations, since IMO rules has been in the pipeline for a long time, 
and no concrete information on this subject have been presented in the annual reports. Due to the 
Covid-19 virus outbreak, the cruise industry has come to a complete stop, and it is not certain when 
it will recover. However, the industry is expected to continue as usual despite the environmental 
impact and new regulations in the post Covid-19 world (CLIA, 2020).  
 

3.3 Media 

The group of companies is present in the Media industry, in three separate segments. PR software 
service companies, Norwegian publications, and international industry publications. According to 
international media agency Carat (2021) the last decade has been characterized as one with 
increasingly more paid content, from Netflix and Spotify to The New York Times. 
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This trend is also seen in Norway, where an increasing number of papers over the last years have 
made their content paid. This is a back to basics for newspapers. Digital has become the new 
standard and the 2000s saw an ad-funded model rising as standard for newspapers, while the 2010s 
have seen the return of paid papers (Carat, 2021).  
 
In Norway, the trend of reading printed editions of newspapers is decreasing. In 2019 27% of the 
population read them daily, down 3% from the preceding year, and down from 75% at the start of 
the millennium (Statistics Norway, 2020). In contrast, over 55% read newspapers online daily. In 
total, 73% read newspapers daily in one form or another. As shown in the Bonheur overview section 
of this paper, NHST Media has their largest portion of revenue from paid content, while ads and 
events also contribute.  
 
Media intelligence or PR software extract information that is of interest to their clients, by gathering 
and analysing information across media channels through data mining and data science technology 
(Verified Market Research, 2019). The output is data on parameters like business performance, 
consumers, competitors, and market sectors (Ibid.). Increased spend on tracking and analysing 
social media is driving the market, since the technology allows for these tasks to be automated. The 
market is according to Verified Market Research growing rapidly from a 5,3 billion dollars market in 
2018, projected to reach 11,25 Billion by 2026 (Ibid.).  
 
 

4. Valuation methods and theory 
Analysts and investors use a variety of valuation methods with different assumptions on the 
fundamentals that determine value (Damodaran, 2005). The many different methods can be divided 
into groups where models within in one group share many of the same characteristics. According to 
Damodaran (2005), there are four different approaches to valuation.  

●  The discounted cashflow valuation methods which is the present value of future cash flows 
of an asset discounted back at a rate reflecting the riskiness of these future cash flows.  

● Liquidation and accounting valuation where the value of an asset is built around the valuation 
of the existing assets of a company, with accounting estimates or book value used as a 
starting point for the total value of the firm.  

● Relative valuation where estimates of the value is found by looking at comparable companies 
and common variable ratios such as earnings, cashflows, book value or sales.  

● Contingent claim valuation, using option pricing models to measure the value of assets that 
share option characteristics and are often referred to as real option valuation.  

 
 
The reliability of the methods: 
In the effort of producing a valuation of a company, it is important to be aware of how the reliability 
of the valuation can be affected. According to Kaldestad & Møller (2016), the different methodological 
weaknesses of valuation models as well as high uncertainty in many of the input variables makes 
valuation estimates vulnerable to human errors.  
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Additionally, people can be biased or willingly try to affect the valuation in a specific direction (Ibid.). 
Valuation is sensitive to the different input variables, and small adjustments in one input variable can 
lead to significantly different valuations. As such, there are many ways to manipulate the valuation 
of a company. Kaldestad & Møller (2016) demonstrates this sensitivity with the example of changes 
in the discount rate: a perpetual cash flow of 1 with the discount rate of 10% gives a value of 10, 
while a change in the discount rate from 10% to 9% increases the valuation with 11% from 10 to 
11,11.   
 
It is hard to argue the correctness of a specific input variable, as the variables included in a valuation 
method often have high uncertainty. By consequently using optimistic or pessimistic (yet reasonable) 
prerequisites, the overall difference in valuation will be significant. It is therefore wise to not only 
focus on the specific assumptions and prerequisite's reliability of the input variables, but also the 
sum of the assumptions in the valuation (Ibid.).  
 
Furthermore, models that include forecasting the future are associated with excessive amounts of 
uncertainty that are not easily quantifiable. Most research on the field suggests that people are 
generally inadequately equipped to predict the future of a company as there are so many different 
variables affecting the framework conditions of a company (Ibid). In addition to firm and industry 
specific variables and uncertainties, external factors such as political factors, general economic 
factors, demographic development, and technological factors all affect the conditions for a company 
and their operations (Ibid.). The complexity and uncertainty in a DCF valuation lies in estimating 
these inputs and determining the cost of capital (Damodaran, 2006).  Awareness of the sensitivity of 
the valuation given the changes in input estimates is crucial to reduce the biases in a valuation (Ibid.).  
  
In the following sections, strategic and financial analyses have been conducted and presented with 
corresponding theory and frameworks, leading up to the valuation of the company where a DCF 
model and relative valuation has been performed to estimate the fair value of Bonheur ASA.  
 
 

5. Strategic analysis 
After the provided company and industry description, this chapter will identify factors affecting value 
creation for Bonheur. The strategic analysis will serve as a fundament for the future earnings 
forecast, by determining growth prospects and profitability. The focus of the strategic analysis is on 
the external factors. By describing the macroeconomic environment, we identify threats and 
opportunities with large industry impact. Further, the microeconomic environment analysis 
contributes to determining the level of competition and how this will impact future revenue generation 
in the industry. For the internal analysis, Bonheurs corporate governance is reviewed, finding 
strengths and weaknesses in governance, and potential risks related to an investment in the 
company.  
 
There are several strategic models and frameworks used in business school literature and by 
practitioners. They all contain strengths and weaknesses; the chosen frameworks are picked based 
on their applicability to the industry and company. The PESTEL framework and Porter's five forces 
are chosen for their general applicability to most industries. A thorough industry analysis will be 
helpful in determining the future profitability of the industries.  
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The PESTEL analysis is especially relevant to the renewable energy industry, since external forces 
have contributed to the historical large growth and will continue to do so in the future. A corporate 
governance review is a more unconventional and less structured analysis. This is done to provide 
an analysis that looks at the complete company, as the previous analyses looks at the two focus 
segments. It is especially relevant for Bonheur due to the majority owner, the conglomerate structure 
of the company and the lack of typical governance mechanisms, additionally it looks at managerial 
capabilities. The latter SWOT analysis will serve as an abstract for the complete strategic analysis 
and the following financial analysis, providing overview over the key factors affecting Bonheurs future 
value creation. 
 
To make the external analysis fit the forecasting for The Group of Companies, a combined analysis 
of the offshore and onshore wind industry is conducted. In the PESTEL analysis, since Bonheurs 
Offshore Wind and Shipping segment relies on the offshore wind industry for business, the macro 
environment for the combined segments is seen as the offshore and onshore wind industry, with 
some specifications and distinctions made throughout the analysis. For the Porters 5 forces analysis, 
the competitive forces are described for the two individual segments, as the microenvironment has 
distinct differences. 
 
Information on where operations are done and revenue stems from, is essential for a correct 
analysis. From the Annual Report (2020ar), it is stated that for total revenue to the group of 
companies, the customers based on the UK contributed 38%, Germany 23% and Norway 12%. 92% 
of the total operating income comes from European customers. It is however not stated clearly which 
segments these revenues belong to. Additionally, the majority of their consented wind projects are 
in Sweden and the U.K. The geographical focus of the entire external analysis follows from the one 
described in the following PESTEL analysis.  

5.1 PESTEL 

The PESTEL analysis looks at how political, economic, social, technological, environmental, and 
legal factors influence an industry. The political and legal factors are in this case combined, as the 
political goals for energy production in many cases is materialized as new legislation. Each factor 
describes today's situation and future outlooks with impact on the industries. 
 
In the annual reports, it is stated that Renewable energy segments develop, operate and own 
windfarms in Scotland, Norway, Sweden, Ireland, and USA. However, their windfarms in operation 
are placed in Scotland, with one operating park in Norway and Sweden, respectively. All their current 
operational parks are onshore. Under construction they have Högaliden, a 107 MW project under 
construction in Sweden. They also have consent for large operations in the UK, Sweden, and 
Norway, with a 50% ownership of the 1000 MW offshore Codling Bank being the largest, followed 
by a 140 MW project in Sweden and 135 MW in Norway (Bonheur, 2020ar).  
 
Their offshore wind and shipping segment is a different story, and it is problematic to pinpoint the 
locations for their operations. Their main operations are transport and installation and operation and 
maintenance in the offshore wind industry. Their services are in demand in many places, from 
projects in Europe to US and Taiwan. Sometimes vessels are on longer term blade repair and 
maintenance contracts, other times in the O&M spot market. They were engaged in the UK, 
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Denmark, Germany, and the Asia Pacific in 2020 (Bonheur, 2020ar). The entire world opts as a 
marketplace since a contract could see deployment of vessels around the world in order to secure 
high fleet utilization. This further complicates the analysis of the external environment.  
 
Since most operations and revenue is European for the combined segments, with the UK and 
Scandinavia (Sweden and Norway) as the largest markets for FOR, and by adding Germany, also 
FOO, these countries specifically, and Europe generally, are emphasized in the analysis. Germany 
and The UK are the number one and three largest producers of wind electricity in Europe 
(WindEurope, 2020). Despite FOR not having onshore operations in Germany, it is highly relevant 
to analyse the development in the country, since it represents the most saturated onshore wind 
market in the world.  

5.1.1 Political & Legal 
The political and legal environment will to a high degree influence Bonheurs macroenvironment. The 
power sector is the single largest greenhouse gas emitter, and actions must be taken to transform 
energy systems on a global scale, and investments in renewable energy is essential for limiting 
global pollution and the rising temperature (WindEurope, 2021). As previously explained, wind power 
is in a unique position as one of the most environmentally friendly methods of energy production. 
Governments collaborating with the industry is a given both for moving away from fossil, but also by 
the nature of the business. Countries need the competencies and assets from businesses to build 
out wind parks to meet political and legislative targets, and the industry needs permits and support 
for deploying turbines. 
 
Over the last decade, renewable power projects have relied on government incentives to secure 
their revenues, most commonly feed-in tariffs, electricity certificates and tax incentives (Frankfurt 
School-UNEP Centre/BNEF et al., 2020, 36). Feed-in tariffs secures a set rate for electricity from the 
plant, green certificates supplement the wind producers by allowing them to sell government 
provided certificates, and tax incentives reduce the costs (Ibid.). More recently we have seen 
government auctions, where fixed tariffs are auctioned out, increasing the competitiveness of wind 
producers, as the lowest bid (the level of tariff required) wins. Another way is through Power 
Purchase Agreements (PPAs), where a private corporation or a governmental utility company agrees 
to buy electricity at a fixed price. One last option is producing without a government incentive, relying 
on the future electricity price. These different government incentives will be accounted for in the 
following part, and PPAs are a subject in the economic section of this analysis.  
 
International Perspective 
 
United Nations Framework Convention on Climate Change (UNFCCC) is an international treaty 
which aims to limit the global greenhouse gas emissions (GHGE) (United Nations Association of 
Norway, 2020). The convention works by opening for negotiations leading to the Kyoto-agreement 
and the later Paris-agreement. The Kyoto protocol was the first binding climate agreement under the 
UNFCCC and contained specific numbers and deadlines for reduction in emission for 37 countries 
and Europe, also enabling the trade of carbon credits (Ministry of Climate and Environment, 2014).  
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Trading of carbon credits is the possibility for buying credits from countries polluting less and that 
are on track for their domestic goals, allowing polluting beyond the countries goal. It also makes 
more environmentally friendly industries favourable since polluting industries must pay a premium in 
the form of carbon credits. This allows market mechanisms into the green shift, so that reduction in 
pollution is done where this is most cost effective. In 2016 the Paris-agreement superseded the 
Kyoto-agreement, taking over as the guiding agreement for the world's climate effort (United Nations 
Association of Norway, 2020). The UNFCCCs members will meet and discuss its progress under the 
global climate talks in Copenhagen (COP26) by late 2021 (Ibid.).  
 
The Paris agreement is most widely known for the goal of limiting global warming to well below 2 
(1,5 degrees Celsius) goal compared with pre-industrial goals, bringing all nations together for a 
common cause (UNFCCC, 2016). Through the agreement, all 188 countries submitted a Nationally 
Determined Contribution plan (NDC), taking actions to reach domestic goals, with more developed 
countries having both more ambitious goals, and goals regarding helping less developed countries 
financially and technologically (IRENA, 2020b). If all the renewable power targets in all countries 
NDCs are reached, 1041 GW new capacity will be installed over the next ten years (Ibid.). Upscaling 
renewable energy on a global level can contribute as much as 90% of the energy-related emission 
reduction which must be achieved to obtain the goals of the Paris-agreement. The share of 
renewables as the primary energy supply must soar to 65%, from today's 15% (2018 numbers) to 
reach this goal (UNFCCC, 2018). According to IRENA (2019) there are a vast number of factors that 
must align for this goal to be reached, and today's capacity, investments, and annual deployment of 
onshore wind is below the necessary levels. For offshore more progress is seen, however the LCoE 
is not decreasing fast enough. A rapid acceleration of investments and installations are needed to 
reach the necessary capacity of wind to decarbonise the energy sector in alignment with the Paris-
agreement.  
 
 
European perspective 
Europe's commitment to the goals through The European Union (EU) are important for the industrial 
environment Bonheur mainly operates in. They are of high importance for Norway and the UK (not 
EU members), since they look to the EU for comparing ambitions, and Norway report progress and 
is part of the emission trading system through the European Economic Area agreement. According 
to Eurostat (2011; 2020) the EU-27 countries had the following energy mix in 2010: 54% thermal, 
28% nuclear, 14% hydro and 4% wind and under 1% solar. Today, ten years later this has changed 
radically to: 42% thermal, 28% nuclear, 12% hydro, 14% wind and 4% solar. 
 
The EUs Emission Trading System (EU ETS) is a cornerstone for EUs policy for green change, by 
its cost-effective emission reduction through allowing buying and selling of emission allowances 
(European Commission, 2021). It covers 40% of EUs total emission including Norway, Iceland, and 
Liechtenstein, and puts a price on emission for power plants, favouring renewable sources especially 
if carbon prices are high (Ibid.). Carbon Contracts for Difference (CCfD) is connected to the EU ETS 
and gives incentives for investing in renewable energy sources (Chiappinellii et al., 2020, 8). CCfDs 
pay the difference between the price of emissions allowances and the contract price, and thereby 
guaranteeing the carbon price for the project. Since CO2 prices are volatile, CCdFs give investors a 
guarantee for a fixed price that rewards CO2 reduction above the current price levels in EU ETSs, 
reversely if prices for carbon quotes are high, the producer pays the difference to the EU (Ibid.). 
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There are also examples of Contracts for Difference for electricity prices, subsidising renewable 
energy if the electricity price falls dramatically, which is implemented in the UK.  
 
In 2012, the Energy Efficiency directive was implemented to meet the union's 2020 targets legislated 
in 2009, known as “20-20-20” (Fawcett et al., 2019; European Commission, 2012). The targets are: 
20% cut in greenhouse gas emissions from 1990-levels, 20% of EU energy from renewable (double 
capacity compared to 2010 levels) and 20% improvement in energy efficiency. The targets vary to 
reflect different starting points and capabilities within renewable energy, from Maltas goal of 10% 
renewable in their energy mix, to Sweden's 49%. According to projections from the European 
Commission (EC) (2020a), the EU has reached a 22,8-23,1% share of renewable energy. Wind 
energy is by far the largest source for Europe's renewable energy, with over 16% of the total power 
demand covered by wind (WindEurope, 2020). The Commission also concludes that investments in 
renewable energy are increasingly being driven by the market, due to cost reductions it has seen a 
reduction in public subsidies for new projects (Ibid.). The report also describes how the Covid-19 
pandemic has led to an increase in the shares of renewable energy overall for Europe, but these 
increases could be reduced once economic activity is fully recovered (Ibid.).  
 
The 2020 targets are the first milestone for reaching the new ambition of 55% GHG reduction by 
2030, which is EUs new climate target named the European Green Deal. This in turn will work as a 
milestone for reaching the ambitious goal of climate neutrality by 2050 (European Commission, 
2020a). This would require 1200 GW of wind power by 2050, an 545% increase from today's levels, 
which would see wind power as the prominent energy generation source (WindEurope, 2019b; 
IRENA, 2019). ECs recast of their Renewable Energy Directive sets EUs target for 2030 to at least 
32% of its total energy needs from renewable sources (EC, 2020). EUs recent strategy on offshore 
renewable energy proposes increasing from today's 12 GW capacity to 60GW by 2030, and 300 GW 
by 2050. Estimates from WindEurope for the next five years alone are installation of a total 105 GW 
wind power capacity, with 28% of this being offshore (Komusanac et al., 2021, 9).  
 
EC legislations and plans are of high importance for the future of the renewable energy industry, and 
incentives countries to give subsidies, sharing of technology and know-how, to licencing new plants. 
Among the plans are a better interconnection between the power grid and renewable energy 
sources, increased cross-border cooperation, and development of the full potential of Europe's 
offshore wind energy (Ibid.). The plans set Europe as a leading star for the Paris-agreement, and 
the goal is for the EU to promote their energy standards and technologies at a global level. The 
ambitious goal heading toward 2050 was called “Europe's man on the moon” by the president of the 
EC Ursula von der Leyen (Harvey & Rankin, 2020). The EUs plan beyond 2020 has been critiqued 
for lacking national binding renewable energy targets, and how this lack of governance over member 
states can lead to implications in ensuring countries follow the goals (Veum & Bauknecht, 2019). 
The sheer ambition of the goal makes accomplishment difficult, dependent on success of multiple 
intensives from the EU and the member states National Energy and Climate Plans (NECPs) to the 
EU and Nationally Determined Contributions (NDCs) to the UN (Ibid.). The success from the 
Renewable Energy Directive with the 20-20-20 goals has shown EUs capacity to reach climate goals.  
 
One problem continues to stay relevant. Politics at central levels are reaching for ambitious climate 
targets, however permitting is complicated and highly time consuming (Reve, 2021).  
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The long timeline for permitting in combination with decisions being challenged in courts, poses a 
threat for the industry. The complexity and timelines, including the risk of trials, are staggering the 
promising development. 
 
Country specific 
In this section, the countries especially relevant to Bonheur and their policies for renewable energy 
will be described. The countries are as aforementioned: Norway, Sweden, Germany, and the UK. It 
is worth noting that it is indeed possible that future business ventures of Bonheur will take place in 
other countries both offshore and onshore. However, based on today's operations, our assumptions 
are that the countries in this analysis will play an integral part in the years to come. In the figure 
below, the cumulative installed capacity for the countries is shown, and WindEuropes projections for 
2021-25. 
 
Figure 7: Capacity by country in GW. Authors own creation from (WindEurope, 2019b) 

 
 
 
The United Kingdom 
The UK will in the next five years have the highest amount of new capacity deployment in offshore 
wind and consolidate their position as the largest offshore wind producer in Europe (WindEurope, 
2020). They were the first major economy to legally obligate a net zero carbon emission by 2050. 
Post Brexit the UK does not have to contribute a NECP (National Energy and Climate Plans) to the 
EU, but still reports NDCs to UNFCCC. In the United Kingdom and Northern Ireland's Nationally 
Determined Contribution (2020) commitments are to reduce emission of GHG with 68% by 2030 
compared to 1990 levels.  
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The Climate Change Act of 2008 is legally binding for the UK, and in 2019 a target of net zero 
emissions by 2050 was set, through various methods including carbon budgets (UK Government, 
2020). 
 
UK Prime Minister Boris Johnson has recently set out UKs Ten Point Plan for a green industrial 
revolution, drawing the lines to the first industrial revolution and how The UK is positioned to again 
lead the way, this time around for a green shift (HM Government, 2020). The plan also describes 
how building up the economy post coronavirus is a possibility for building back better. Point 1 in the 
plan is called Advancing Offshore Wind, planning to quadruple the offshore wind capacity by 2030 
to 40 GW. This will alone deliver a 20-billion-pound investment and save carbon outlets like 5% of 
2018 total UK emission. According to Renewable UK (2020), a significant increase also onshore will 
be seen in the next decade. If the complete current pipeline gets built, 2025-2030 will see huge 
deployments, resulting in a total 30 GW deployment onshore by end of 2030 (Ibid.).  
 
The Contracts for Difference (CfD) scheme is the UKs main mechanism for support deployment of 
wind generation (UK Government Department for Business, Energy & Industrial Strategy, 2020). It 
works by providing capital intensive development projects with protection from volatile wholesale 
prices. Developers of renewable projects enter a private law contract with a government-owned 
company Low Carbon Contracts Company and are paid the difference between the “strike”-price 
(price for producing electricity determined by a competitive auction) and the reference price (average 
market price for electricity in GB) (Ibid.). It also works in advantage for consumers since generators 
pay consumers back when the reference price exceeds the strike price. The CDFs favours low LCoE 
producers, since it is a competitive allocation round, where different renewable technologies 
compete by bidding on the contracts. 
 
 
Germany 
Germany is today, and will continue to be, the largest wind energy producer in Europe (Figure 7). 
They focus on onshore, and their pipeline indicates that this will be the case also in the future, one 
reason being issues with enabling new sites offshore in the Baltic, due to large natural protected 
areas (WindEurope, 2019b, 57). 
 
In Germany's Integrated National Energy and Climate Plan, Germany lists their planned contribution 
to EUs green deal, called Energiewende (Bundesministerium für Wirtschaft und Energie, 2019). It 
includes a transition away from nuclear and coal, to renewable energy from solar and wind, where 
wind power being the largest source. In 2020 renewable sources for the first time produced more 
electricity than all fossil fuels (Umwelt Bundesamt, 2021). Aiming at a national reduction of 55% GHG 
emissions compared to 1990 and having 30% of their energy consumption from renewable sources 
and 65% of their electricity consumption. They have stated the following goals for installed capacity 
in GW by 2030: Onshore wind 67-71 GW, Offshore wind: 20 GW, and solar 98 GW (Ibid.). They will 
therefore call for tenders over the next years to meet these goals. It is crucial for their success to find 
bidders, as onshore wind auctions have been subject to strict compliance rules, making it hard to 
win auctions due to requirements for projects to obtain permits before bidding (IRENA, 2019, 77).  
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Despite this, Germany was the first country to hold an onshore wind auction with zero subsidy (Ibid.). 
This is an indicator that renewables are becoming competitive, still it makes investment decisions 
harder, due to uncertainties of future energy prices. The Renewable Energy Act (EEG) of 2000 has 
massively contributed to the rice of renewables in Germany the last twenty years, by guaranteeing 
feed-in tariffs and network connection, the energy produced was paid for at a set feed-in 
remuneration (Appunn & Wehrmann, 2019). As these 20-year agreements end, it makes energy 
production more uncertain, as income will be more volatile and possibly lower, subject to thew power 
price development. Governmental Power Purchase Agreements (PPA) could be the new standard 
in the time post feed-in tariff, as they also guarantee a remuneration for produced power (Ibid.). This 
is set up as auctions, where the government auctions away a capacity, and projects can then “bid” 
a price they are willing to sell electricity at. The accepted bid is then guaranteed the price for 20 
years (Amelang, 2016). The purpose is to make the whole grid more competitive by only accepting 
the projects with the lowest costs. The reason for the zero-subsidy bid was Germanys increasing 
electricity prices due to extensive emissions trading. This makes energy production more lucrative, 
while making the electricity-intensive industry less lucrative (Bundesministerium für Wirtschaft und 
Energie, 2019). Subsidies are now paid to energy intensive industries to ensure competitiveness 
under energiwende.  
 
Sweden 
Sweden has developed an Integrated National Energy and Climate Plan to EC, to outline their future 
for complying with EUs New Green Deal. They have a target of zero net GHG emissions by 2045, 
and a 75% reduction in emissions not covered by EU ETS by 2040 (Regeringen, 2020). They also 
state that they must work internationally to direct global efforts toward achieving this goal. Today, 
50% of energy consumption comes from renewable sources, and by 2040 the target is 100%, the 
main source being from watercourses, second nuclear and third wind (Ibid.). Wind power has had 
the largest relative growth since 2005, and in 2017 accounts for 8% renewable energy, and over 
18% of total electricity generation (Ibid.). Sweden is already a large exporter of electricity, as the 
combined capacity from nuclear, watercourses and wind is larger than their consumption (SWEA, 
2020). Although Sweden's plan to the EC does not specify future wind projects, The Swedish Wind 
Energy Association projects an increase from today's 20 TWh annually to 90 TWh by 2040, with 
offshore wind making up ⅓ of the total installed capacity of 25 GW (Swedish Wind Energy 
Association, 2019). There are some obstacles to expanding the deployment of wind projects. Two 
permits are required, one for building (environmental) and one for grid connection. Getting an 
environmental permit can take up to 10 years (Swedish Wind Energy Association, 2019, 13). This is 
problematic since technological advancements over this period can be large, and the original 
application for a permit will not necessarily cover the newer and larger turbines. For onshore wind it 
is problematic that the Municipality must approve every project, and often the local governments are 
pressured by inhabitant who do not want turbines in their local environment (Ibid.). This poses a 
threat for Bonheur, since they have a substantial portfolio of undeveloped projects in Sweden that 
could need new permits for larger turbines. Their consented 27 turbine park Verkanliden have since 
2018 had permit for 27 turbines at a 210-meter height (Fred. Olsen Renewables, 2021b). In 2020 
they applied for increasing this to 250 meters, and no more information on the matter is available on 
their websites or financial reports. Högalinden is another example, where they received a permit in 
2011, and have since applied for a higher maximum height. It is now under construction, 10 years 
later (Fred. Olsen Renewables, 2021c).  
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Norway and Sweden use electricity certificates as their main support scheme for increasing 
production of power from renewable sources (The Norwegian Water Resources and Energy 
Directorate, 2020a). Power producers approved in the scheme receive one certificate for each 
produced MWh. The demand is created by non-renewable power producers and some electricity 
buyers are legally obliged to cover a portion of the electricity they sell with buying certificates. The 
renewable producers therefore get income from selling both electricity and electricity certificates. 
The wholesalers add the cost of the certificates to consumers' power bills, and therefore in reality 
the power customers in Norway and Sweden finances the scheme. From 2012 to 2020 the goal was 
to increase renewable electricity production by 28.4 TWh per year, with Sweden financing 54% of 
this, a goal they superseded May 2019 (The Norwegian Water Resources and Energy Directorate, 
2020a; Swedish Energy Agency, 2020). Sweden has decided to continue the scheme with an 
additional 18 TWh. In Norway, the system will be faced out, to reduce inflation in certificate prices. 
WindEurope (2020) estimates a decrease in deployment following large Swedish installations in 
2021, as installations after this will rely on merchant financing or corporate renewables PPAs, due 
to the lack of electricity certificates when the scheme soon becomes fully booked, and the volatile 
prices on certificates. 
 
 
Norway 
Despite not being a part of the European Union, they are a part of EUs emission trading ETS and 
contribute to a national climate plant through the European Economic Area agreement (EEA). The 
plan states a 40% reduction in GHG emission in 1990 levels by 2030, and by 2050 to be a low 
emission society (Norwegian Ministry of Climate and Environment, 2019). The Climate Change Act 
legally binds the government to work towards a goal of 80-95% reduction. 50% of Norwegian 
emissions are covered by EUs ETS, and 80% of domestic GHG emissions (Ibid.). Concerning 
renewable electricity energy, Norway is in a special position as almost all electricity comes from 
hydropower, and therefore changes in energy use will have little effect on GHG emission in Norway 
(Norwegian Ministry of Climate and Environment, 2020, 38).  
 
The phasing out of electricity certificates in Norway and issues with changing the licencing process 
have halted the concessions to new projects. Due to these uncertainties, WindEurope (2020) 
estimates few installations in 2022. The Government wants to facilitate profitable use of renewable 
resources and development, and by phasing out the electricity certificates hoping to avoid 
deployment of otherwise unprofitable resource use (Regjeringen, 2016). According to The 
Norwegian Water Resources and Energy Directorate, the LCOE of wind power in Norway has fallen 
by 70% the last 10 years, and that in 2020 new wind projects are profitable without subsidies (Bartnes 
et al., 2018). In other words, the government are phasing out the certificate scheme since 
technological development allows for profit without the subsidies.  
 
Already in 2015, the government tried to facilitate long-term development of profitable wind power in 
Norway, by developing a national framework licencing onshore wind. The process has since become 
more complicated (Ibid.). In 2020 the Government proposed to constraint licencing of onshore wind, 
giving local interests more power to reject projects in their local environment, the consequence being 
fewer licences (Regjeringen, 2020a). For Bonheur this is negative, and their permit for the Norwegian 
park Gilja has expired, and their application for an extended permit was declined by the Norwegian 
government (Fjellanger & Engen, 2020).  
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Regarding offshore wind the government has reversely made positive progress, by opening new 
areas for offshore wind development. From 2021 two areas with a combined potential of 4,5GW 
offshore wind will be open for licence applications for renewable energy producers (Regjeringen, 
2020b). 
 
USA & the rest of the world 
The recent election in the U.S (United States) has also seen the world's second largest greenhouse 
gas emitter on track to join the Paris-agreement, after leaving it under Trump. New president Joe 
Biden has promised to invest in low-carbon technology that would put the US on a path to drastically 
lower emissions in the next decade (Harvey, 2020). Offshore wind is also seeing increased 
deployment in Asia, and FOO has already completed missions in Asia and The U.S. The emerging 
markets are of high interest for Bonheur, and the expected deployment towards 2050 will drive 
market growth.  
 
In summary there is immense potential both onshore and offshore in the foreseeable future, based 
on European and country specific policies. On the other hand, permitting and reduction in 
government schemes poses a threat especially for onshore wind development in the large German 
and Nordic markets. 
  

5.1.2 Economical 
The Macroeconomic environment will influence any industry. The general economic growth and 
outlook will be of substance, with indicators such as interest rate, inflation rate and the gross 
domestic product (GDP). These indicators affect investment decisions and are especially relevant 
for the capital-intensive wind industry. The development and volatility of electricity prices are 
naturally relevant. Often electricity is sold with long term agreements, with CDFs or other subsidies, 
but these prices will be highly correlated or dependent on electricity prices. Future phasing out of 
subsidies and government schemes could see the industry more reliant on the end electricity price. 
This part will present the economic factors most influential for the sector: LCoE, investments, 
electricity prices, PPAs, and GDP and interest rate development.  
 
 
LCoE  
The Levelized Cost of Energy has already been thoroughly accounted for, in this part the 
development and forecast in LCoE is presented. The move from feed-in tariffs to competitive 
auctions has led to increased competition, driving price reductions for both onshore and offshore 
wind (WindEurope, 2019c). Today's electricity prices in Europe are generally not high enough for 
investors to be certain of future cash flows offshore (WindEurope, 2019b, 47). WindEurope estimates 
that average offshore LCoE in Europe will break even with the wholesale price by 2025, and therefore 
future projects will rely on CoDs, PPAs and high carbon prices. For onshore, as explained in the 
political part of this analysis, there has been successful onshore auctions without direct subsidies. 
Onshore wind is one of the cheapest generation sources, and when pollution costs and subsidies 
are added to the LCoE, it is by far the cheapest source most places in Europe (WindEurope, 2019a).  
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One large reason for this is technological development, which has seen a huge decrease in the 
LCoE with larger and more effective turbines. Figure 8 shows historical development based on 
available numbers for the worlds offshore LCOE and country specific for onshore wind.  
 
Figure 8: LCOE development in selected countries onshore and global offshore (USD/KWh). Authors 
own creation from (International Renewable Energy Agency, 2021). 

 
 
 
When compared to other energy producing technologies, wind and solar is what has been the 
technologies of the decade. They have seen a significant increase in investments, and combined 
with technological development, the LCoE has fallen dramatically both onshore and offshore, and 
offshore predictions based on auctions and PPAs worldwide are for 0,082 USD/KWh by 2023, half 
of 2010 levels (International Renewable Energy Agency, 2021). Other renewable power generation 
technologies such as Geothermal and Hydro have had an opposite development, becoming more 
expensive (IRENA, 2020a, 22). The global average LCoE for Onshore wind in 2019 was 
0.053USD/KWh. For Concentrating solar power it was 0.182, down from 0.346 in 2010, for Solar 
Photovoltaic it was 0.068 in 2019, down from 0.378 in 2010.  
 
This development indicates that Solar PV has had by far the largest decrease in LCoE the past 
decade but is still more expensive than Onshore Wind. The only source that is more cost effective 
than onshore wind (in certain geographic areas) is Hydropower. The development for hydro is going 
the wrong way, and has become 10 cents more expensive since 2010, today at 0.037 USD/KWh. 
Comparison of LCoE, investments and installed capacity of energy sources will give a picture of the 
development and general belief in the technology. However, it is not always the case that one 
technology is easily switched with another, due to climate limitations.  
 
Deployment and investments 
The future development in the wind industry will rely on investments, both in subsidy schemes as 
discussed, but also equity investors and debt suppliers. It is worth pointing out that the development 
in LCoE for wind power, and the high deployment of wind turbines the last ten years in Europe, are 
correlated. Investing in the most cost-effective energy production is what all countries and investors 
strive for.  
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As wind and solar rise as the most popular technologies over the last ten years, the LCoE goes down 
because of amongst other, R&D and competition. Hydro has been a large renewable energy source 
since the 1960s, but wind and solar has not really had any traction prior to this millennium.  
This indicates the level of belief in renewable energy in both the market and by governments. To 
further investigate how the wind industry will develop in the near future, the level of investments is 
of importance. There are two sides to this. On one side, the investments in power producing projects, 
on the other the investment (or commitment) to only utilize renewable energy for private and public 
companies. An investment in producing renewable energy today is not in operation tomorrow. 
Licencing can take many years, and the development and construction is time consuming. Hence, 
the time from secured equity and debt to operations is long. The world's total investments of new 
renewable energy reached its preliminary climax in 2017 with 315.1 billion dollars invested. In 2019, 
the figure was 282.2 billion, and a record of 184 GW was installed (Frankfurt School-UNEP 
Centre/BNEF et al., 2020, 20). In 2019, Wind was the renewable source most heavily invested in 
with 138.2 billion, closely followed by Solar with 131.1. In Europe, the overall most developed 
renewable energy market, 54.6 billion was invested in renewables, 26.4 in wind, with 7.5 in offshore 
and 18.9 onshore, a reduction from the years before. This reflects the onshore markets reduction in 
favourable policies in large markets, as accounted for in the political section. The United States is 
fast rising to keep up with Europe, and invested 31.8 billion in wind alone in 2019, one reason being 
the soon expiring Production Tax Credit (Frankfurt School-UNEP Centre/BNEF et al., 2020).  
 
From a corporate perspective, the financing continuum has contributed to the growth of renewables, 
allowing several types of investors through the stages of developing wind projects (Bose et al., 2019). 
In the first phase of technology R&D, the government and/or corporate balance sheets will typically 
provide capital. Development of technology can also be provided by venture capital backing 
promising start-ups. The manufacturing and scale-up-phase comes next, where private equity and 
public markets are involved in backing growing companies with more capital than provided by 
venture capital, enabling commercialization of technology and scaling up manufacturing capacity 
(Frankfurt School-UNEP Centre/BNEF et al., 2020, 59). In the construction and operation phase the 
debt is often larger than equity, often at an excessive cost due to low credit ratings for risky wind 
projects and companies. Private equity and public markets will typically make up under 40% of the 
investment needed, while banks or bond investors will provide the largest capital injection. Once the 
wind farm is installed and operating, the project is typically refinanced, to achieve better debt 
conditions or they are sold. Buyers will typically be more risk averse investors who wants the 
operating profit, but not the risk associated with development of the farm (Ibid.). 
 
PPAs 
Companies and governments investing in PPAs or electricity certificates from renewable sources is 
also driving the demand and contributes to a positive development for the industry (Frankfurt School-
UNEP Centre/BNEF et al., 2020, 15). Corporate Power Purchase Agreements (PPAs), long term 
contracts between producers and buyers, will play an increasingly larger role for the development in 
the wind industry (Ibid., 37). Both companies and governments will be dependent on PPAs as trading 
of green certificates is expected to decrease in value, since PPAs is seen as a far more direct 
contribution to production of green energy. In 2012 300 MW was the global capacity tied to 
agreements, by 2019 19,5GW is the global volume of Corporate PPAs (Frankfurt School-UNEP 
Centre/BNEF et al., 2020, 37).  
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A PPA gives a wind project a secured revenue for a major portion of its lifetime, making financing 
easier and cheaper, since the risk associated with selling to the wholesale market at spot price is 
removed or to a degree diversified (Mendicino et al., 2019). Typically, the contract will be for power 
delivery over ten years or more. It can mitigate risk throughout the project, but also comes with large 
commitments for sellers. The terms of construction, O&M, insurance, interconnection and grid, 
government involvement etc. are all the responsibility of the producer and affects the LCoE. They 
are therefore sometimes included in the agreement, since corporate buyers wants reassurance for 
reliable, low-cost electricity (Bruck et al., 2018, 132). In some cases, a PPA includes a minimum 
energy delivered, and if the seller can't deliver the promised amount, the seller must cover the excess 
price so that the buyer gets electricity at the agreed upon terms. This is sensible as the corporation 
often pays a fixed price to avoid risk connected to the spot market, working as a hedge against 
wholesale prices. The buyer achieves predictable electricity costs, and potentially the cost of energy 
in the PPA will outperform the spot market over the agreement period. In some PPAs, the corporate 
buyer owns all the electricity the seller produces and sends to the grid, allowing them to make a 
profit by selling electricity bought at a price below the spot market (Mendicino et al., 2019). PPAs are 
not always exclusively fixed prices but can also be structured with a discount pegged to the spot 
market price with a fixed floor (Mendicino et al., 2019, 3).  
 
Particularly global and prominent companies drive the development of PPAs, as they work as leading 
stars. The reason for these efforts is to be sustainable, and hence attractive for ESG investors, an 
increasing number of environment conscious consumers and workers. Long term costs of electricity 
from increasingly cheaper wind and solar could also make PPAs a profitable hedge against rising 
electricity prices (Ibid.). The RE100 group is a prime example of corporations joining together setting 
binding climate targets, where each company sets a future date for when they will be 100% powered 
by renewable energy (Frankfurt School-UNEP Centre/BNEF et al., 2020, 16). Apple, Facebook, and 
Microsoft have all joined the group, and signed large corporate PPAs. Purchasing environmental 
certificates is also a large piece of the corporations' renewable targets, however over the next years 
the effect will decrease, and contracted wind and solar power purchase agreements will be the 
driving force in corporations going green (Ibid.). In September 2014, 12 corporations were part of 
the RE100. Today, over 290 companies have made the commitment (Ibid; RE100, 2021). The impact 
of these large companies can be huge, both due to a large signalling effect and by pressuring 
suppliers to green wash their supply chains.  
  
 
Power price 
Power prices are naturally of huge importance for all electricity producers, with expected increased 
influence on wind powers success. Low power prices and lack of subsidies lead to high LCoE, 
making projects not being bankable and falling through. In the case of Offshore wind, it is not 
profitable in the short term and is dependent on government support to succeed. In a longer run it is 
projected that also offshore wind can be profitable selling to the spot market without government 
support. Onshore wind today breaks even at far lower price. 
 
Volatility in power prices makes projects riskier, and the task of determining if a project will be 
profitable, and if so at what time. Fluctuations in prices are like most markets influenced by demand 
and supply.  
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Regarding supply, an area dependent on hydro will experience soaring prices when water reserves 
are low, a wind powered grid will depend on wind speed and weather, and a solar dependent grid 
on strong and reliable sunshine. Demand changes can vary from large production plants with 
different capacity needs throughout the year, to households using more energy during winter for 
heating. In all cases, it is a complex mix of the mentioned demand and supply factors, in addition to 
many other factors, that decides the power price. Hirth (2018) performed an ex-post study of 
European electricity markets from 2008-2015, the then biggest drop of wholesale electricity prices in 
the liberalized era is called a result of the coincidence of several price and volume shocks. An almost 
perfect storm, but the decline was however mitigated by German nuclear phase-out and market 
responses to changes in relative prices. Hirth concluded that electricity generation is a risky 
business, with volatile and hard to predict prices. He also predicts more volatility in the future 
because renewable energy has output fluctuations. Due to lower variable costs than fossil, 
renewable energy is more sensitive to volume shocks (Hirth, 2018, 14)    
 
In Europe between 2016-2018 wholesale prices rose, before it fell rapidly in 2018 due to low fuel 
prices, dip in the demand and fast and successful deployment of renewable generation (European 
Commission, 2020b). The price throughout Europe is not symmetrical, and the generally decreasing 
electricity price was uneven, and led to more diverging prices in the union. The latest data available 
for 2020 exemplifies the diverging price changes, with a 70% drop in some northern regions 
compared to the same period last year, while other southern markets fell 30% (Ibid.). The changes 
are complex to account for, but lack of interconnection, uneven geographical distribution of green 
energy generation and high CO2 prices, are the most contributing factors (Ibid.). Another example 
is a study that found that Nord Pool, the electricity grid for Scandinavia, does not share a common 
trend with other European markets due to a unique energy mix, while the French and German power 
market was highly correlated, due to large interconnection and similarities in the energy mix (Parisio 
et al., 2010). Figure 9 shows the price development in wholesale prices over the last decade in 
Europe, and the grey area shows the highest and lowest regional prices. The figure shows just how 
large discrepancies there are between highs and lows, in 2015 prices per MW/h varied between 10 
and 66 euros.  
 

Figure 9: Wholesale electricity prices 2010-2020. Retrieved (European Commission, 2020b) 
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Unfortunately, ex-post analysis of power prices is easy to conduct, but predicting the future prices is 
not. However, when renewable energy is built out throughout Europe, more similar energy mixes will 
lead to less local variations. It is also expected that the electricity prices will fall in the (very) long 
term due to competitive auctions and falling LCoE. Additionally, when excise taxed fossil electricity 
is phased out and government schemes move away from feed-in tariffs and other subsidies, the end 
consumer gets cheaper electricity. High taxes to fund various renewable subsidy schemes are seen 
throughout Europe, and in the (very) long term they should be reduced leading to cheaper electricity. 
However, electricity is a commodity market, where the prices are subject to variations in supply and 
demand. Therefore, predicting future prices is as hard as predicting any commodities future prices, 
and falls outside the scope of this paper. 
 
GDP, Interest rate and Electricity demand 
The general domestic product (GDP) and interest rate development are both important 
macroeconomic measures on countries' economic state of art. Development in GDP, will influence 
the future of any industry. Electricity is a commodity, and not one that consumers consciously will 
buy more of when their purchasing power increases. That does not mean that GDP will not influence 
the market outlooks. On the contrary, economic growth and energy demand have been linked 
axiomatic, but now we are seeing, and will continue to see more diverging GDP and energy statistics 
(Shah et al., 2021). Traditionally, more produce, more people and growing GDP will all other equal 
require more energy consumption. But now, more developed countries will also experience less 
growth in energy consumption compared to growth in GDP, than developing countries. The 
explanation being that going from not having, to having refrigerators, laundry machines etc. is a 
massive jump in energy consumption. However, in developed countries growth in GDP will not lead 
to the same massive jump, and hence GDP can grow at a faster rate than the power consumption. 
The same is true for industry, as advanced economies become service economies, with a far lower 
energy intensity compared to industrial economies (Shah et al., 2021). Looking at the world's energy 
intensity from 1990 to 2017, which is energy consumption required for generating a unit of GDP, this 
trend is observed (Ahmad & Zhang, 2020). The world had a 33% reduction in energy intensity of 
GDP, and Europe had a 62.9% reduction (Ibid.).  
 
There is a distinction between energy and electricity in this context. Industrial economies burn fossil 
fuels to fuel their growth in GDP, and as electricity becomes the new world standard, the world as a 
whole will in the future demand more electricity and less fossil.  Shah et al. (2019) points out the rise 
of electrification (and decrease of fossil) and the growing use of renewables will drive electricity 
demand in the future. As countries like the UK and Germany move away from fossil to renewable, 
the result is an increase in demand for electricity. For most of the countries Bonheur is present in, 
GDP is steady rising, and is assumed to continue to do so, as depicted in Figure 10.  
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Figure 10: Annual growth in GDP%: Germany, Denmark, Europe, United Kingdom, Norway, 
Sweden. Authors own creation from (The World Bank, 2021) 

    
 
 
Interest rates 
Interest rates are of importance for all companies, as the rates are set by the government to induce 
contractive or expansive monetary policy. Today, the interest rates are historically low in all of 
Europe. It is a country's governing tool to steer the inflation to a steady growth, since it is the rates, 
the banks can borrow or deposit at. Low interest rates are policies made to increase the level of 
investments, and to stimulate the economy (Bank of England, 2021). Given that wind projects are 
capital intensive, the interest rate is of importance, as it influences the cost of capital. Low interest 
rates mean cheaper debt for projects and should in theory spike investments and make securing 
equity easier. Due to the risk involved in wind projects and consequently low credit rating, financing 
is expensive. An increase in interest rates makes financing new projects in the worst case 
unprofitable, additionally it can require expensive refinancing to cope with higher interest on debt. 
The European Central Bank has since September 2019 operated with the following key interest rates 
in %: Deposit facility, -0.50; Fixed rate tenders (reference rate), 0.00; Marginal lending facility, 0.25, 
which represents a historical low point (European Central Bank, 2019). The UK adjusted their rate 
March 2020, and has an official bank rate of 0.1%, Norway and Sweden both operate with a 0% 
reference/policy rate (Bank of England, 2021; Norges Bank, 2021a; Sveriges Riksbank, 2021).  
 
The risk-free interest rate is highly correlated with the key interest rates, and it is the return that any 
risky investment as a minimum must deliver. A required return on capital is added to the risk-free 
rate to find the required rate of return for an investment. Hence, a higher risk-free rate will increase 
the required level of return for any risky project, such as an investment in a wind project. In practise 
the 10-year government bond yield is often used as a risk-free rate (Kaldestad & Møller, 2016, 158). 
Germany’s 10-year government bond has a yield at -0.23%, the United Kingdom's yields 0.77%, 
Sweden gives 0.40% and Norwegian 1.42% (Bank of England, 2021; Norges Bank, 2021a; Sveriges 
Riksbank, 2021). Consequently, a required return on capital for a wind project with all else equal will 
require a higher return in Norway compared with Germany.  
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Estimating the future interest rates is complicated, however there has been an increase over the last 
year for all the above-mentioned rates and historically today’s rates are exceptionally low. Should 
this trend continue, it will have consequences for wind projects, and especially the more capital-
intensive offshore wind industry.  
 
Environmental, social and governance stocks 

Investors have over a long period shown appetite for ESG stocks. Environmental, social and 
governance criteria are utilized by investors compiling a socially conscious portfolio. The 
environmental criteria include energy consumption, pollution and natural resource conservation, and 
following environmental regulations and rules (Limkriangkrai et al., 2017). Social activities regard 
relationships with stakeholders, such as employees, suppliers, customers, and their local 
community. Governance, which will be accounted for thoroughly later in this paper, includes 
leadership, pay, auditing, controlling, shareholder composition and rights (Chen, 2021). Companies 
within the renewable energy industry should therefore have an advantage, as they are contributing 
to climate targets by producing climate friendly electricity. Massive funds are investing in ESG-
related stocks, with Bloomberg reporting 12 trillion dollars committed to sustainable investing in 
Europe alone in February 2019 (Cornell, 2021). Other signs of increased interest for ESG are the 
investment banks reports on the subject, and the substantial number of providers of ESG ratings 
(Ibid.). S&P 500 has its own ESG index, which measures the performance of securities meeting 
sustainability criteria, while maintaining the overall industry weight from S&P 500. According to Stotz 
(2021) historically stocks with a good ESG rating yield higher return than stocks with a low rating. 
Cornell (2021) argues that high average return during the transition period does not predict nor 
indicate higher returns in the future. And that when investors prefer green companies, risk-adjusted 
returns will be less in equilibrium. There is however a fact that investors have shown a large appetite 
for ESG-stocks the last decade, including for renewable stocks. The RENIXX World index tracks the 
30 largest companies within the renewable industry, which recently reached 2007 levels and a new 
all-time high, growing from 500 to over 2000 in 2020 alone (Financial Times, 2021). The level of 
renewable stock investments is advantageous for companies in the renewable industry. 

5.1.3. Social 
Traditional fossil power is at a fast pace replaced by electricity, this electrification includes electrical 
cars, manufacturing, public transportation and so on. It is logical to assume that a country's electricity 
demand will increase in high correlation with population growth. As discussed under economic 
factors, the relationship between GDP and electricity demand is decoupling, and the same can be 
said about population growth. A growing middle class increases electricity demand, but sustainable 
and less energy intensive products are slowing down the growth (Shah et al., 2021). A more 
conscious consumer behaviour is adding to that, from turning off lights to using devices to minimize 
their household's electricity consumption. Companies are also changing their behaviour in a way 
beneficial for them and the environment, as energy savings is good for the company's public profile 
and their bottom line.  
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Capita development 
Looking at the whole world, the electricity demand, consumption, and the total energy consumption 
are all increasing (Ahmad & Zhang, 2020). The population is increasing, and so is the middle class, 
and hence the growing energy consciousness and electricity efficiency, and the decoupling of GDP 
growth and consumption, are all slowing down the pace of this development, but not reversing it. 
From 1990-2018 the world's total electricity consumption has increased by 227%, while the 
consumption per capita grew by 57.1% (IRENA Data Services, 2021). This means that a large 
percentage of the total electricity demand can be attributed to a growing global population, which 
grew by approximately 44% in the same period. In more developed countries however, we are seeing 
the above-mentioned factors coming into effect, and reversing the total energy consumption. For 
Europe electricity consumption has been quite steady since 2008, and from 1990 to 2018 it grew by 
27.5%. Per capita it grew by 16.6% in the same period, with the highest recorded 5.8MWh/capita 
reached in 2008, reduced to 5.6 in 2018 (Ibid.). From 1990 to 2018, Europe's population grew by 
3.5%. Germany, Sweden, and the U.K all have seen a reduction in total electricity consumption over 
the last year, Sweden peaked as early as 2001, Germany in 2007 and the U.K in 2005 and have all 
since seen a moderate reduction in total electricity consumption. Norway uses most electricity per 
capita off all these countries, which peaked as early as 2001. However, their total consumption 
reached an all-time high in 2018. In Europe it is not expected that electricity demand will drive the 
renewable demand in the future, as growth in renewable energy demand will be due to the phasing 
out of non-renewable sources.  
 
Environmentally conscious population 
One factor that could contribute to increased demand for renewable energy, is the consciousness of 
the environmental crisis among the population. Ten years ago, Stuart Sim authored a book called 
The End of Modernity: What the Financial and Environmental Crisis is really telling us. In the book, 
Sim (2010) is a claiming lack of collective political will to campaign strongly against economic growth, 
despite scientists' projections of short-term devastating consequences of the rising carbon levels. 
Political action, especially in Europe has been massive since 2010, and international binding 
agreements again established.  
 
The populations are increasingly aware of the devastating consequences of the climate crisis and 
working towards solving it. Trends of acting against own climate impact, either by eating less meat, 
flying less frequently or utilizing electric transportation, is growing fast, especially in urban areas 
(Hendersson & Wamsler, 2020). It is safe to say that the people to a high degree are behind initiatives 
for green electricity compared to non-renewable. This is inevitable, as the climate change effects will 
lead to substantial changes in how we can drive future economic development, and influence or 
decisions on where to live, work and stay, and the quality of life (Cheshmehzangi & Dawodu, 2018, 
1). To solve the defining challenge of the 21st century, the climate crisis, changes in mindsets, 
behaviours and preferences must be made by humans (Ibid., 3). On the other hand, examples of 
people not believing in or acting against climate change are still common across the globe. The trend 
is despite these opponents towards a more environmentally conscious population (Cheshmehzangi 
& Dawodu, 2018).  
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Opposition against onshore wind 
The changing mindset is altering people's perspective, and a social backing of wind projects is 
positive for the industry. However, examples show how the people can also block industry 
development. Especially regarding onshore wind, where local communities oppose having turbines 
installed near their community and the intervention of untouched nature. This is a complex matter, 
as one could be an environmental activist and oppose wind development at the same time. 
Deployment of large turbines can influence both the flora, fauna and the scenery of nature. As 
discussed in the political segment, the local governments decision power can also slow down 
deployment. Norway is also in the unique position of utilizing only renewable electricity, and therefore 
the argument is not on renewable versus fossil electricity, but of exporting or not exporting renewable 
energy to Europe. In Norway 54% completely agree that more wind turbines should be deployed 
offshore, while 25% completely agree that more deployment should be done onshore (Faktisk, 
2020). There has in fact been a small decrease in support, as a survey found that in 2018 64,5% 
agreed that Norway should increase onshore wind power production, in 2019 the same survey found 
that 51% agreed. Germany, the arguably most saturated market for onshore wind, has seen similar 
opposition. Capacity additions have dropped in recent years, due to projects lacking necessary 
permits to start the deployment, as a result of public and local government opposition (Amelang, 
2019).  
 
Another issue is the fact thatt permits is no longer a legal certainty, as professional interest groups 
contest them in court (Ibid.). The public resistance could pose an increasingly larger threat to the 
onshore industry in the years to come. The same trend is also seen Sweden, where opposition to 
onshore wind is growing. The opposition of onshore wind and complication of permitting is according 
to WindEurope (2020) a large issue for the industry, and a reason for decreased deployment 
expected in 2021 in Sweden, Norway, and Germany compared to previous years.    

5.1.4. Technological  
Technological improvements have been a driving force for developing cost effective renewable 
energy and wind energy production specially. Development in capacity and efficiency has driven the 
LCoE to competitive prices. Larger and more powerful turbines are more cost effective than smaller, 
and this is especially of importance for offshore wind, where installation per turbine is more costly. 
New turbines also come with implications for the industry, demanding larger and purpose-built 
vessels. The technological aspect of the industry has to a degree been accounted for in the industry 
description, and the economic section highlighted how technology drive cost development, and 
hence it is allocated less space here. However, development with large implications for Bonheur are 
discussed.  
 
Floating wind 
The development of floating substructure technology was done to reduce costs, if proven cost 
effective this could become increasingly popular in the future (Shah et al., 2021). This could mean 
that jack-up vessels and other currently used boats for installation, will be in less demand or require 
adjustments and updates. Estimates by analyst group Rethink technology are for between 11.8 and 
18.9 GW installed capacity of floating wind by 2024, and 28GW by 2035, with a LCoE around 
44$/MWh (Foxwell, 2019).  
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The same report estimates that floating offshore will compete with fixed foundations by 2026/2027, 
predicting a shift in the preferred technology at the same time. These are estimates, and to what 
degree the predictions will be accurate remains to be seen. Today, the technology is proven 
functional, but costs are still high. Several commercial projects are in the pipeline, which indicates 
that the industry believes in this technology. One example is how Equinor together with two Korean 
power companies have consorted to install a 200 MW capacity floating wind farm off the South 
Korean coast (Ibid.). The large offshore parks opened for development in Norway, as discussed in 
the Political segment, are suitable for both fixed and floating. Given that Equinor has developed 
some of the solutions in the floating Hywind Scotland farm, the technology could also be seen 
deployed on the Norwegian coast (Ibid.). The implications of a shift from fixed to floating are large 
for Bonheur, with changes to the fleet necessary. However, the solutions are still to be 
commercialized, and if it will in fact be preferred over mounted is hard to estimate. 
 
Learning curve  
The learning curve is a measurement concept originating from the manufacturing industry. It 
measures the rate of cost reduction as deployment increases (IRENA, 2017). The learning curve for 
the LCoE for wind power is not only a result of technological improvements, economies of scale and 
competition in the supply chain. Better selection of deployment sites, tailored devices, better and 
cheaper O&M and better power management all influence the learning curve (Grafström & Poudineh, 
2021, 12). It can be used as an analytical tool, for both analysing the historical rate, and for estimating 
future trends within a technology or industry. A high learning rate can justify private or public 
spending on R&D and enhancing the scale of the technology (Grafström & Poudineh, 2021). 
Estimating the potential contribution of a technology to LCoE is highly relevant for producers and 
deployers. IRENA (2017) assessed 3200 individual wind farms from 1983-2014 and found an 
average yearly learning rate of 7% for investment costs and 12% for LCoE. The learning rate over 
the past 10 years has been substantial. For offshore wind, a reduction of average LCoE from 162 to 
115$/MWh from 2010-19 indicates a learning rate of 10%, for onshore the jump from 86 to 53$/MVh 
gives a learning rate of 23% for the same period (Figure 8; Rosser, 2020).  
 
A new study by the UK Department for Business, Energy & Industrial Strategy (2020) have found 
that their own predictions from 2016 on future LCoE for wind in 2025 and 2030 were too high, as 
costs the last four years have fallen at a much higher rate than anticipated. Stating that increased 
deployment has led to decreased costs from learning, which again has incentivised further 
deployment. The offshore wind industry has seen significant technological leaps, with a capacity 
increase in individual turbine capacity leading to a fast cost reduction, which they claim will continue 
in the future (UK Department for Business, Energy & Industrial Strategy, 2020a, 34). In their 2016 
report they predicted a LCoE in €/MWh at 106 by 2025, in their 2020 report this is adjusted to 57. 
Also, onshore wind has had a steeper learning curve than expected, and they estimate a 46 €/MWh 
LCoE by 2025 today, down from their 65 €/MWh estimate in 2016. Their report also predicts that 
Offshore wind will have a lower LCoE than Onshore by 2035. Although conditions for Offshore Wind 
are especially good in the U.K and in the North Sea, the learning benefits will potentially see this 
development around Europe and the world. Once an innovative technology is invented it will be 
available around the world. This is one reason for the fast learning within the industry, with many 
companies competing in making the next innovations to meet demand for more effective production.  
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The learning curve is also highly relevant for the offshore service market. As a young industry and 
lacks experience with long-term O&M issues and failures (Weetch, 2021). Only 1.8 of the global 
installed capacity has been operating over ten years, a figure that will double 11 times by 2029 (Ibid.). 
As the increasing number of installed turbines grows and becomes more mature, the service market 
will increase and require newer and better vessels and knowhow. The industry has had a steep 
learning curve the past eight years, with the average OPEX per MW declining with 44%, a result of 
economies of scale and improved efficiency (Ibid.). More flexible vessels, digital technologies and 
clustering of wind parks will contribute to the industries learning rate going forward. The result is 
expected to be a 20% reduction in OPEX per MW over the next ten years (Ibid.). Hence, the prices 
the service industry can charge has declined more over the last eight years, then what is expected 
for the next ten. The increasing efficiency is all else equal positive for the profitability of the service 
industry. 
 
One problem with the learning curve theory is that improvements in technology or operations does 
not alone influence the LCoE. The price of steel and iron, the most used material in production is 
highly volatile, affecting the cost of installation, influencing the learning curve predictions (Grafström 
& Poudineh, 2021, 11). Like power prices, LCoE is hard to predict and is influenced by many factors, 
including the above mentioned. One scenario leading to halting learning rates in the future, is if 
technologies outcompete others and the leading technologies have lesser cost reduction potential. 
Some patents will spur innovation, and some technologies can be stagnating or even reach their 
potential for learning. It is indeed possible that advancements in the future will not be like past 
progress (Ibid.). As the industry matures entry barriers could also slow down innovation and 
decrease learning. This is in a long perspective, and in the near future it is estimated that learning 
will lead to lower LCoE for both on and offshore wind (UK Department for Business, Energy & 
Industrial Strategy, 2020a; IRENA, 2019). 

5.1.5. Environmental  

The environmental aspect has been a part throughout this analysis, from a governing power view 
(political) to the populations environmental consciousness (social). One environmental factor not 
included so far, with huge importance for the wind industry, is the wind and weather. Wind speeds 
and consistency directly translates to the output of a wind farm, which is one reason the North Sea 
is pointed out as optimal for offshore wind and driving the development in Europe. For onshore wind, 
northern and coastal areas in the U.K, Norway and Sweden have good conditions. 

Solar Photovoltaic has over the last decade seen a huge reduction in LCoE due to heavy 
investments, and it could be seen as a potential substitute for wind. The largest reason for this not 
threatening the industry in Bonheurs target markets, is indeed the environment. The optimal 
placement of wind and solar are in many cases converse. Figure 11 showcases how the solar 
potential is larger the further south in Europe it is deployed, where a darker red or brown indicates 
more KW/h per hour. The right picture in the figure shows average annual wind speed at 80m above 
ground, where a brown/black indicates above 10m/s. Another environmental factor important for 
deployment, is sea depth. It determines if an area is suitable for floating or fixed offshore wind. 
Onshore, the supply chain challenge that comes with mountains, dense forest etc. can see costs 
soaring, as both carrying windmills and connecting to the nearest grid is complicated.  
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Therefore, the windiest parts on the map in Figure 11 are not necessarily the ones with lowest LCoE. 
For instance, the black area in the middle between Denmark and England will have a high LCoE due 
to grid connection complications and suitability for floating wind. Cold climates also bring other 
issues, like cold winters freezing up turbines, leaving them out of production. Severe and regular 
icing can reduce production from a farm with over 20% annually (Bredesen et al., 2017). There are 
several solutions to this, for instance de-ice blades, which comes at an excess cost (Ibid.). The 
environmental factors of the wind industry are tremendous, and it is important for the industry to keep 
innovating solutions like de-frost blades and floating wind, to reduce costs for areas with high wind 
potential and environmental challenges.  

Figure 11: Conditions for Solar and Wind in Europe. Screenshot from: (Rodrigues et al., 2015; Talebi 
et al., 2016). 

 

 

5.1.6 Summarized Pestel  

The Pestel Analysis represents the outlook of macroeconomic factors for the wind energy industry. 
In the following each aspect is rated on a scale of 5 intervals, from very negative to (negative, neutral, 
positive) very positive.  

The political and legal aspect is seen as positive for the industry. The large deployments for reaching 
international, European, and national goals incentivises politicians to increase wind energy 
deployment. Although some government schemes are becoming less lucrative and competition for 
plots higher, this is happening in pace with the industry becoming more effective. Therefore, 
deployment will increase overall, and exponentially so for offshore. Arguably, the political aspect 
would have been very positive in 2015, and is now reduced to positive, due to less direct subsidies 
and permitting issues seen for onshore wind. The Economic aspect is seen as positive for the 
industry, as LCoE continues to decrease, and a prominent level of investments is present. PPAs 
contribute to the positive outlooks and could potentially replace government subsidies in the long 
term.  
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The low interest rates make financing easier and cheaper, which has a large effect for the typical 
high debt level in the industry. The social aspect is seen as negative, despite the strong increase in 
awareness of the environmental crisis, and renewable energy's role as one of the solutions. The 
opposition against deployment of large wind turbines is making licencing and permitting harder, 
making deployment costlier and more time consuming. The effect of the social resistance of wind 
turbines is expected to have the most impact on onshore development. The Technological aspect is 
positive, since the development and learning curve is making the industry more competitive. In an 
environmental perspective, the outlooks are neutral. Positively is the low efficiency of Solar in the 
area Bonheur mainly operates, negatively are cold climates reducing wind energy production.  

In summary, the PESTEL analysis has found a positive macroeconomic environment, expected to 
positively impact the industry in the future.   

 

5.2 Porter's 5 forces  

Following the macroeconomic PESTEL analysis, the microeconomic environment, with the relative 
competition and attractiveness of the Bonheurs main industries is analysed. The Porters 5 forces 
framework is utilized to indicate how economic value is created and divided by the different parties 
within the industry (Porter, 1979). The competitive forces strength and industry impact affects the 
margins, thus impacting prices, costs and investment required to stay competitive. The sum of the 
forces will serve as a baseline for the profitability expected in the industry, impacting the forecast of 
future earnings. The forces are rated on a scale of 1-5 like the PESTEL, with very negative relating 
to a very high industry competition and vice versa. In contrast to the PESTEL analysis which looked 
at the wind industry as a whole, specifications are made in this analysis regarding offshore wind and 
renewable energy. The Porters 5 forces is condensed to describe the competition briefly and 
concisely, building on elements from the industry description and macroeconomic analysis. 

5.2.1 Threat of new entrants 

Greenwald & Kahn (2005) argues that the threat of new entrants is the single force with most industry 
impact. By interrupting the industry with new capital and capacity, pressuring the margins in their 
pursuit for market shares, reducing prices and costs, even taking losses to increase their market 
share. 

Capital requirements and oil (service) companies enter 

The competition for shares in a growing market is normally higher than for highly saturated industries. 
The PESTEL analysis has determined a market in exceptional growth, with both governments and 
industries driving the demand for more wind power. The macroeconomic analysis emphasised the 
large capital requirements, showcasing an industry with high debt exposure. This alone serves as a 
high barrier for entry, by significantly narrowing the scope of companies with the required capital for 
entering the industry. The sum of these factors is that few companies are likely to enter the industry, 
but those who will have strong finances and high incentives for entering and succeeding in the 
industry.  
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While the oil industry is slowing down, renewables are speeding up, and with some of the required 
capabilities and know-how already in place, like rig infrastructure and local connections, oil 
companies are entering at a fast phase (Banks, 2021). Equinor, BP, Eni and Total are some of the 
large Oil and Gas (O&G) companies investing heavily into the industry (Larson, 2021). The O&G 
companies have large resources and could substantially increase the competition, as evident by BP 
and Totals billion dollar winning bid for developing offshore wind in Britain (Reed, 2021). The large 
traditional wind developer Ørsted called the price unsustainably high (Ibid.).  

The whole offshore wind service industry can be seen as a repurposing of the offshore (oil) industry, 
which include service and support vessels, crane vessels, towing and supply, and jack-up and 
multipurpose support vessels (Andersen et al., 2018). When large oil companies enter the market 
for offshore wind, offshore service companies previously delivering to oil rigs will transition their 
business to deliver to the offshore wind industry. This is indeed how Bonheur became an offshore 
wind supplier. If the oil companies prefer their previous partners for offshore service, this will 
increasingly intensify the competition for service contracts. In addition, O&G companies bring along 
their in-house operation and service ability, adding to the competition. As the large oil companies 
invest heavily in offshore wind, service providers both inhouse and external are expected to 
repurpose their capabilities, assets, and knowledge to deliver services for the same companies in a 
new segment. The threat of new entrants, despite the financial barriers, is therefore seen as high for 
the offshore wind service segment. 

Decreased permits and saturated onshore industry 

The onshore wind industry is a more saturated market. The development in LCoE and the high entry 
barriers in terms of know-how and capital requirements are not expected to be overcomed easily 
(Roland Berger, 2016). In contrast to oil companies intaking the offshore industry, they do not seem 
to have the same interest in onshore wind. One reason being that their capabilities and knowledge 
is less directly transferable, and a much higher part of the cost is related to building turbines, and 
not installing them. As highlighted in the value chain description, costs for installing offshore wind 
makes up a substantial portion of the LCoE and here oil companies see possibilities for entering with 
their capabilities. For onshore the same degree of overlaps from another industry is not present 
(IRENA, 2020a). Arguably the power distributors and traders have to some degree entered the 
market, such as Statkraft which originally produced hydro power and transitioned into wind (Statkraft, 
2021). Given the saturated state of the market, it is not a large threat of power traders and 
wholesalers to enter the owning and operating side of the business. The increasingly growing 
competition for permits, and problems with developing consented grounds due to opposition, 
increases the entry barriers. For Bonheur this is an advantage, since they have secured multiple 
permits which could become increasingly valuable if permits become scarcer. The threat of new 
entrants is seen as low for onshore wind.  

5.2.2 Bargaining power of suppliers 

The bargaining power of the suppliers is determined by factors like number of suppliers, 
differentiation, cost of switching suppliers and to what degree the supplier is dependent on the 
industry (Porter, 1979). Bonheurs main supplier in renewable energy is turbine producers, for 
offshore wind it is shipyards. 
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Filled order books for shipyards 

For offshore wind they are dependent on spare parts and tools for maintenance and are therefore 
subject to the bargaining power of turbine and foundation suppliers. In addition, they rely on 
shipyards for purchasing ships for carrying and installing turbines. The number and type of shipyards 
delivering the special ships is increasing, as orders in the oil sector decreases (Beaubouef, 2021). 
However, as turbines increase in size, fewer ships will be able to carry out installation. The market 
for capable vessels is therefore being outpaced by the number of deployments according to Rystad 
Energy (2020). The global shortages will lead to even more O&G heavy lift vessels being converted, 
and more orders for customized vessels (Ibid.). Installation vessels are increasingly being built in 
Asia but maintained near the operation in Europe (Roslyng Olesen, 2015). The shortage will 
positively also lead to higher prices in the offshore wind installation and service market (Ibid.). The 
result is expected to be high bargaining power for vessel suppliers, as the orderbook fills up. The 
sum of the bargaining power of shipyards and turbines producers is high. 

Onshore wind 

Bonheur does not state any specific information on their supplier relationships. However, through 
offshore wind they have installed Vestas turbines, and their Swedish wind park Fäboliden and 
Högaliden also ordered from Vestas, indicating a good relationship (Energyfacts, 2020; Reve, 2020; 
Reve, 2014). They have experience with installing Siemens Gamesa turbines through Fred. Olsen 
Windcarrier (Fred. Olsen Windcarrier, 2021). If they for onshore only rely on one supplier their 
bargaining power could reduce, and optimally they should broaden their number of suppliers. For 
onshore wind, as accounted for, a large part of the LCoE stems from purchasing turbines. The 
supplier power will increase simply from this fact since owners and operators are dependent on them 
for their business. There are some dominant actors among the suppliers, namely Siemens Gamesa, 
Vestas and General Electric (Nurse, 2019). There is a cost of switching for the buyers since 
experience and know-how is related to a certain manufacturer, and it will come at a cost to suddenly 
install another type of turbine. However, should a company underbid the three major suppliers, with 
proven technology, this could shake up the supplier industry. The number of emerging smaller 
producers from Europe and Asia contributes to regulating the prices, in addition to the existing 
competition between the three largest producers. The industry relies on selling their turbines to 
succeed, although some are engaged in forward integration by operating parks (Ibid.). Differentiation 
is seen in turbine capacity, but also in digital solutions for optimization. Despite the capital-intensive 
nature of the business, the number of suppliers is increasing, and hence bargaining power should 
be reduced. The switching cost is also present for both parties, as long-term strategic partnerships 
secure revenue for the supplier, and cost efficiency for the buyer. In total the onshore wind supplier 
power is seen as moderate.  

5.2.3 Bargaining power of buyer  

Buyer power is high when buyers purchase large volumes and it represents a large cost to the buyer, 
the products are undifferentiated, and the quality of the product has little benefits (Porter, 1979).  
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Government's power 

The end consumer of electricity is both businesses and households, and the buyer is commonly the 
government. The end consumer has little bargaining power regarding where their wholesaler buys 
their electricity, with the exception being large companies signing PPAs. Electricity is bought in large 
quantities; the product is undifferentiated and the quality the same. This should imply high bargaining 
power for the customers. The quality of the electricity is the same, but the quality of the production 
and emission, is important for governments as determined in the macro analysis. Hence, there is a 
cost related to switching, since a non-renewable means of production will be in opposition with 
environmental goals. However, switching between two different wind electricity producers, or two 
means of renewable electricity, entails little or no cost.  

For producers of electricity, the important aspect is at what price they can expect to sell their 
electricity, and to what degree government schemes will help reduce the cost. As competitive 
auctions become the new normal, where price per watt of produced power is the sole criteria 
determining the auction winners, prices go down. This open competition among producers is a clear 
signal of high bargaining power for customers, as producers only way to win new plots is to win the 
auction and then bear the responsibility of lowering costs to achieve a profit. Ørsted recently warned 
that auction prices for seabed licences are unsustainably high, claiming that governments exploit the 
situation, with electricity consumers ending up with the bill (Plechinger, 2021). The same is seen 
onshore, with increasing competition for permits. PPAs contributes to a level of competition, as 
corporations wants green electricity at the lowest possible cost. In a PPA there is most commonly 
not a plot involved, but it serves as an alternative to selling to the spot market. Since there is no plot 
involved, it is first after securing a plot in an auction that they come into play, hence the government's 
bargaining power is unaffected. Following the similarities between the government and what Porter 
describes as a strong buyer, and evident from the more competitive auctions for plots, the buyer 
power for onshore wind is seen as very high. 

Offshore wind 

In the case of offshore wind services, the buyer will either be the wind turbine manufacturers (when 
service and installation is included) or the wind park developer. Rystad (2020) describes how the 
market for installation vessels has been oversupplied the last couple of years, especially in Europe. 
This can also explain why FOO have taken contracts in Asia. However, the same report suggests 
that the demand for vessels will be four to five times higher by 2030, and that by 2025 there will be 
a significant undersupply of installation vessels. This is due to the number of installations rapidly 
increasing over the next years, and ship deployment will not be able to keep the same pace. In 
addition, the larger turbines will see a need for either new and larger ships, the repurposing of O&G 
jack-ups or significant upgrades on the existing fleet. The shortage will be present even if more 
turbine producers choose to integrate and deliver service and installation, since they will still be 
dependent on ordering from the same shipyards or altering the same fleet. This alone indicates a 
low bargaining power in the near future, however service providers are dependent on good 
relationships with the industry for business, and cannot charge too high prices, as this can result in 
more inhouse service development from both turbine manufacturers and wind park developers. In 
summation, todays relatively high buyer's power due to high supply, will shift favourably towards a 
more moderate bargaining power. 
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5.2.4 Threat of Substitution 

Substitute products can limit the price in an industry, since the customer can switch to a lower cost 
product filling the same need (Porter, 1979). The risk of substitution is larger when products have 
roughly the same quality and differentiating through marketing is difficult. 

Our macroeconomic analysis showed how European countries are building out renewables to reach 
energy and climate goals. Substituting renewables with non-renewables is therefore not seen as a 
substitution but a complete switch, and hence not part of this analysis.  

Solar & other renewables 

Development in LCoE for Solar PV has been developing at a level close to wind, and there is a threat 
of buyers (governments) focusing on solar instead of wind. Government auctions commonly include 
all forms of renewable electricity production, and solar has a smaller effect on people’s local 
environment and less opposers. However, the macroeconomic analysis accounted for important 
factors reducing the threat of substitution: The different climates call for different forms of electricity 
production, and northern Europe is far more suitable for wind compared to solar. The lack of grid 
interconnection and the loss of electricity following transportation, makes a scenario where solar 
powers all of Europe little likely. The same can be said for Hydro, which also has a low LCoE, but 
indeed limited to some specific geographical areas. Arguably, differentiating electricity is not 
possible. When differentiating between means of production like solar and wind, solar has some 
advantages with less noise, less impact on the environment and less opponents. This alone would 
lead to a very high threat of substitution; however, the climate limits the substitution in the main 
markets of Bonheur, northern Europe. Therefore, the threat of substitution is seen as moderate.  

Substitution of installation and service 

It is hard to imagine a customer substituting the service and installation, and any substitution will 
have to take place before the need of installation and service. Owners and operators could substitute 
wind with other means of production, but in that case, they are no longer a wind producer. Given the 
expected growth in the offshore wind industry, and the number of actors entered or planning to enter, 
the market will soon fill the gap. The threat of substitution for the service and installation industry is 
seen as very low.  

5.2.5 Rivalry among existing competitors 

The rivalry in an industry is determined by several factors. If competitors are numerous and similar 
in size and power, industry growth is slow, and there is a lack of differentiation or switching cost, 
rivalry increases (Porter, 1979). High fixed costs are high and significant exit barriers like specialized 
assets, contributes to increased competition (Ibid.). 
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Onshore competition 

The onshore wind market is highly competitive, and more mature than the offshore market. The 
PESTEL analysis has shown how the increasing deployment has led to a high learning curve, leading 
to a fast-decreasing LCoE. The subsidies are as a result being reduced or removed, leaving 
developers exposed to the spot market or on the look for a PPA. The fast development has seen 
more pressure on developers for producing at a lower cost, leading to a growth in competition. There 
are numerous large competitors, and no or little differentiation (Renewables Now, 2020). Exit barriers 
are present since specific and large investments and assets are required. If issues with licencing 
continues and slows the growth in the market, then the rivalry among the existing competitors will go 
significantly up. The fact that zero subside auctions are held, is alone an indication of the large rivalry, 
and some of the actors in the industry will have problems with earning a profit without sufficient 
government support. The general growth in the industry oppositely reduces the level of competition 
since new opportunities are arising rapidly. The rivalry in the onshore wind industry is therefore seen 
as high.  

Oil and gas companies 

The new entrants describe how O&G companies have entered and will continue to enter the 
renewable industry, bringing with them competence in service and installation. Following the 
macroeconomic analysis, the industry is young and growing at a fast phase, and the industry are 
expecting high growth and a rapid upswing in demand for O&M in Europe (Weetch, 2021). There 
are means for differentiating such as efficiency, accuracy, and capacity for installing and carrying 
parts for larger turbines. Competitors are numerous but not equal in size, and the market is not seen 
as saturated (Wood Mackenzie MAKE, 2017). There are exit barriers since investments in special 
competencies and vessels are required. However, the expected growth suggests a lower rivalry 
among competitors in the short term, before the shortage in capacity will be filled by new or existing, 
expanding competitors. In a very long term, this could lead to a high competition situation. 

The decline in OPEX is related to the price the service companies can charge and makes up a part 
of the increasingly lower LCoE. The development in LCoE therefore to a degree depends on price 
competition in the service industry. From the macroeconomic analysis it follows that the OPEX will 
continue to decrease, but not as rapidly as the last five years. Efficiency and learning, together with 
higher demand for O&M and installation, is expected to increase the profitability in the market. 
However, price competition will continue to be important for developers to be profitable and 
contribute to rivalry. The rivalry among existing competitors is following this seen as moderate.  

5.2.6 Total effect of the five competitive forces 

Figure 12 illustrates how the competitive forces impact the two largest industries for Bonheur. The 
overall impact of the competitive forces is moderate to high. For offshore wind it is arguably higher 
now, but the accounted for development in demand would incline a lower competition over the next 
years. For onshore wind, the buyer power is very high, demanding increasingly lower costs and 
efficiency to be profitable. The competitive forces in onshore wind are on average higher, hence 
offshore wind and shipping is expected to have more favourable market conditions in the future. 
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Figure 12: The strength of the five competitive forces per segment. Authors own creation. 

 

 

 

5.3 Corporate Governance Review 

This part will provide a short recap of the governance structure and analyse the company from a 
corporate governance perspective. The easiest way to explain company control is that Mr. Fred. 
Olsen and his daughter Anette Olsen are in complete control over the group of companies. Mr. Fred. 
Olsen is the majority shareholder in the group of companies through a combination of direct and 
indirect ownership and following holds the majority vote at the general assembly (Bonheur, 2020a).  

5.3.1 Ownership structure 
Bonheurs high ownership concentration is typical for family owned and controlled companies. There 
are multiple aspects to a high concentration, and optimal ownership is subject to a trade-off between 
risk and incentive efficiency (Thomsen & Conyon, 2012). Family ownership is often characterized by 
a double role as owners and manager, with reluctance to give up control (Thomsen & Conyon, 2012). 
Since they are heavily invested, they will avoid raising equity from the market since this would mean 
less control, and normally more capital-rationed and risk averse (Ibid.). Family owners have a long-
term time horizon. Owners also develop business and industry specific competencies over time, 
increasing firm performance, and first-generation family members generally outperform the later 
generations (Ibid.). Mr. Fred. Olsen and Anette will certainly have specific competencies from their 
long and diverse experiences.  
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Corporate law and finance scholars traditionally see a controlling shareholder as a result of bad 
corporate governance and/or bad corporate law (Choi, 2018, 56). Controlling shareholders are 
known for power abuse, at the minority shareholders' expense, including conflicts-of interest 
transactions, utilizing corporate resources for personal benefits, expropriating corporate 
opportunities, pet projects and building conglomerate empires (Ibid.). It is hard to determine if Mr. 
Fred. Olsen utilizes corporate resources for personal benefits, but one indication of this is the 
disproportionate director fees. Chairman Fred. receives a fee of 1 420 000, while the other directors 
receive 350 000. In Norway, it is most common that the chairman receives less than double the 
director fee (Styreinstitutt, 2018). According to Lekvall et al. (2014) large owners are less prone to 
abuse their power in the Nordic countries compared to the rest of the world, which they attribute to 
social pressure and/or legal protection of the minority. Goshen & Hamdani (2013) challenged the 
prevailing model of majority shareholders being bad, as they are opportunistic actors seeking private 
benefits at the expense of minority owners. Instead, they propose that concentrated ownership 
allows the owner to pursue a long-term vision for above market returns, and that the minority 
shareholder can catch a free ride. Ikea, BMW, Facebook, Amazon and Google are all examples of 
extraordinary successful companies where one or few people hold the decision-making power (Ibid.). 
Google owners have argued that their long-term vision benefits all owners (Choi, 2018). Goshen & 
Hamdani underlines that this comes with agency costs for investors, as some market mechanisms 
are not present, such as corporate control to discipline and fire and hire managers, present in 
companies with no prevailing shareholder.  
 

5.3.2 Board (in)dependence 
Bonheurs boards have some characteristics that are not typical for Nordic boards. In Norway there 
is a two-tier system, meaning a distinction between the board of directors and executive 
management, and legally the CEO cannot be a director (Knudsen & Langseth, 2018). Close family 
ties between CEO and Chairman are therefore the closest to CEO-duality that is allowed in Norway. 
The Scandinavian countries have employee representation on company boards, in Norway typically 
⅓ of the board are employees (Lekvall et al., 2014). Nordic companies with more than 200 
employees must appoint a corporate assembly, meant to have a supervising function and elect board 
members (Knudsen & Langseth, 2018). Another characteristic feature of Norwegian corporate law 
is that the general meeting can replace directors at any time without cause. Hence. Mr. Fred Olsen 
has the authority to make changes to the BoD at any time (Knudsen & Langseth, 2018).  
 
In 2013 it was a public debate in Norway regarding the corporate governance of publicly listed 
companies in Norway. Fred. Olsen was together with other controlled companies used as examples 
of lacking corporate governance, and for not having nomination committees (Lynum, 2013). There 
are no laws obliging companies on Oslo Børs to have nomination committees, however The 
Norwegian Corporate Governance Board (NCGB) makes it clear that it should be in place, and that 
the majority of the committee should be independent of the board (The Norwegian Corporate 
Governance Board, 2021). Bonheur claims that their governance practice and organisational 
structure is adapted to recommendations from NCGB (Bonheur, 2020a). CEO duality is linked to 
decreased likelihood of adopting a nomination committee, and a nomination committee increased 
the number of independent directors (Ruigrok et al., 2006).  
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Guidelines from NCGB (2021) states that board members should only be elected for two years at a 
time, and for re-election the general assembly should assess the need for continuation versus 
renewal and independence, and that after a longer period of serving the board a new assessment of 
the persons independence should be conducted. According to the UK governance code, a director 
is dependent after 9 years or more serving the board (Thomsen & Conyon, 2012). Following these 
principles, the Shareholder committee is mainly made up of dependent directors. Mr. Michelet 
(served since 2007), Mr. Heje (served since 1988), Mr. Mikkelsen (served since 1997) and Mr. 
Harboe (served since 1988) are all considered dependent directors, leaving only Mr. Aabø-Evensen 
(served since 2017) as independent following these governance principles. Bonheur claims their 
shareholder committee is completely independent. For the Board of Directors, Mr. Emery and Mr. 
Olsen are listed as dependent directors. Mr. Melleby, who has been seated at the BOD since 2001, 
should no longer be considered independent. The three remaining members have served since 
2014, 2020 and 2020 respectively, and can be considered independent looking solely on time 
served. However, Bente Hagem bought stocks for 180 000 NOK in december 2020, and can 
therefore not be regarded as independent (DN Investor, 2021). The combined level of dependency 
is indeed higher than Bonheur claims. 
 
There are several issues to having this level of dependency within a board, however there are some 
positive effects related to long tenures, as understanding and insight grows, making decision making 
easier (Thomsen & Conyon, 2012). Issues relate to among others groupthink, and Ferreira & 
Kirchmaier (2013) found that firm size and performance are positively correlated to board 
independence. Scholars have argued that independent boards lead to better oversight over errant 
managers (Thomsen & Conyon, 2012). Businesses with long and successful history and strong 
leaders are especially prone to group thinking (Ibid.). Cavaco et al., (2017) found that independence 
is positively correlated with high ability, as independent directors are picked solely for experience 
and expertise. Some research indicates that smaller boards, like the one of Bonheur, is more efficient 
since it avoids free riders (Ibid.). One reason being that large boards leads to more challenging group 
dynamics and is easier for the CEO to control. 

5.3.3 Board competencies  
Looking beyond dependency, the board has diverse competencies, substantial experience, and 
education, which should reduce groupthink, wider perspectives, and better understanding, improving 
performance (Thomsen & Conyon, 2012). The already seated members have considerable 
experience from the offshore sector. The new board members also signal to the market their 
commitment to growing their renewable and offshore segments: Mrs. Hilland is CEO of the large 
Norwegian renewable company BKK and Mrs. Hagem has experience from Statnett and Nord Pool 
Spot, providing insight and experience from the buying side of renewables.  
 
According to Pearce & Shaker (1991) when both board and CEO are empowered, it makes a 
participative board. Here decisions are reached by voting or negotiating a consensus, and this is 
associated with the highest level of financial performance (Pearce & Shaker, 1991, 149). The close-
to CEO duality could reduce the effect of a participative board. If consensus is reached in favour of 
the CEO, which has the largest insight, then it resembles a statutory board, the prototypical 
ineffective board (Pearce & Shaker, 1991). It could also be the case of a Proactive board where 
Board power is higher than that of the CEO.  
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Since Mr. Olsen has the power through his majority vote to alter the composition of the board at any 
time. Since Anette and Fred. holds the power to make any decisions they see fit, it is assumed that 
consensus is not a necessity for decision making, and that the board power cannot be easily 
categorized as statutory, proactive, or indeed participative. The power balance inside the boardroom 
can be seen as negative for decision making, since all members are there at the mercy of one person 
Olsen's majority vote. Consequently, from an investors point of view, the question is not if you believe 
Bonheurs board has the right competencies. The question is if you believe that the Olsen's uses the 
board's experience and expertise favourably, to make good decisions for the company's 
shareholders.  

5.3.4 Agency costs 
There are typically three agency problems related to Corporate Governance (Thomsen & Conyon, 
2012). Type 1 is between the principal (owners) and the agent (managers). Type 2 relates to majority 
(principal) and minority (principal) owners, and Type 3 between owners and creditors. Type 1, often 
referred to as Moral hazard relates to the CEOs effort not being revealed, and through compensation 
efforts are made to reduce this. With the close-to CEO-duality, this is reduced since the Chairman 
and CEO are equally incentivised to run the business successfully (Ibid.). Information asymmetry is 
another type 1 problem relating to the manager not sufficiently informing the board. This is unlikely 
since board and managers objectives are aligned. However, the multiple and complex operations 
could lead to information asymmetry or of information overload. There is no employee representation 
bringing information to the board, but management in Fred. Olsen & Co. holds board positions in the 
different group companies, and their ability to bring sufficient information for decision making is 
therefore highly important. 
 
For Bonheur, the principal-principal conflict is present, relating to diverging interests of majority and 
minority owners. As described by Fama & Jensen (1983) the majority owner is free to take any 
decision and wants to benefit themselves, which does not have to be aligned with minority interests. 
The likelihood for the majority to expropriate the minority is higher for family firms (La Porta et al. 
1998; Jabeen & Shah, 2011). Family owners are found to reduce or delay the available information 
to benefit themselves, causing shareholders to make investment decisions on inadequate 
information (Fan & Wong, 2012; Jabeen & Shah, 2011, 4). According to Attig et al. (2006) information 
asymmetry serves the controlling owners, as the share price could be lower than fair value, due to 
information asymmetry. Hence, managers can take advantage of their privileged information to 
conduct insider trading (Ibid.). There is no reason to assume that Bonheur and the Olsen family 
indulges in insider trading. However, in their 2020 annual meeting, the company was given rights to 
acquire treasury shares for up to 10% of the total share capital (Bonheur, 2020b). In addition to the 
legally obligated approving fees and re-electing Shareholder Committee members, this was the only 
point on the agenda. If Bonheur is under-priced due to information asymmetry, the company can buy 
back stocks at an advantageous price. The buy-back opportunity could also be meant for keeping 
the stock price at a steady level following bad earnings. In both cases, it is at the expense of the 
minority shareholders. 
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Transparency reduces the principal-principal-problem. Anderson et al. (2009) found that family-
controlled companies are less likely to provide sufficiently transparent information. And as this paper 
has underlined, information on Bonheur, their operations, and future outlooks, are scarce. In 2019 
no estimates on when their consented Codling Bank offshore wind farm will be operational is present, 
as the “final investment decision” is yet to be made; the same exact wording was used in their annual 
report back in 2015. Regarding their onshore wind projections, in their 2015 report they stated that 
1400-1700 MW onshore wind was under development, with 914 MW consented. In 2019 they 
reported a development portfolio of 2640-2790 MW, with 812 MW consented. In the period between 
2015 and 2019, 97 GW capacity was installed. It is unlikely that FoR does not have a more accurate 
timeline of when they can expect certain projects to be deployed, however information on this is 
withheld. When the private information is greater than the public available, the return for investors 
without the private information is lower (LaFond & Watts, 2008, 450). Easley & O'Hara (2005) found 
that for stocks where the privileged information available is greater than the publicly available have 
(in equilibrium) a higher required rate of return.  
 
A Fred. Olsen's company was in 2011 criticized by a group of minority shareholders for retaining 
earnings. This is exactly what the type 2 agency problem can lead to: Majority owners retain earnings 
for future profitable risky projects instead of paying dividends (Panda & Leepsa, 2017). During an 
extraordinary general assembly in 2011 a group of minority shareholders was critical to several 
circumstances in the now sold Fred. Olsen Production: the fact that a new board director was 
recommended without any of the minority shareholders involvement (Ekeseth, 2011). They called 
for a nomination committee; however, they received no clear answers. The most pressing issue from 
the minority group was the lack of a clear equity and dividend policy, they received the answer that 
the company needs a buffer to stay competitive (Ekeseth, 2011). Espen Westeren, the 
representation for the group of displeased shareholders, said it is unclear what the company's 
business exactly is, and what they plan to use their capital on. This shows how Fred. Olsen has a 
history of bad governance, and that some of the issues presented in this analysis could be critical 
for the company in the future. Bonheur operates in a similar fassion, providing little information on 
development on the business segments, and lacking a nomination committee. They do however pay 
steady dividends. The risk of future similar incidents, with publicly displeased investors, is present. 
 
Regarding Agency problem 3, between owners and creditors, Bonheurs historical ability to meet their 
financial obligations to creditors, will be analysed and commented on in the financial analysis.  

5.3.5 Conglomerate company and empire building 
Bonheur is the holding company for four companies with three completely different business areas, 
which could be seen as diversification for the family fortune. The conglomerate has some of the 
abilities of a divested stock portfolio, as risk is spread between industries. This “empire building” is 
as mentioned more commonly by family majority owners. For equity holders, who prefer diversifying 
their own portfolios, this is negative (Kaldestad & Møller, 2016, 288). With Bonheur the choice is to 
invest in the whole company with all its ventures or avoid investing altogether. The prevailing financial 
theory is that since investors prefer to not pay for corporate diversification, and therefore it should 
be a discount on the stock. The strategic, or resource-based view is generally that specialization is 
good for performance.  
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Ramachandran et al. (2013) explains the discount to be a result of an extra (excess) management 
layer which is unlikely to improve the decisions of the segment managers, since the top management 
only uses a fraction of their time on a single segment. They also point on opaque accounting, and 
this paper's financial analysis will shed light on how the accounting for Bonheurs business segments 
is not sufficiently transparent. Research have found varying results on the conglomerate discount, in 
the U.S i ranges from between 6-15% (Berger & Ofek, 1995; Ramachandran et al., 2013). There 
seems to be a lack of a reasonable and consistent way of determining the exact conglomerate 
discount (Kaldestad & Møller, 2016, 289). The positive side is the increased borrowing capacity and 
lower risk for bankruptcy (Ibid). Although estimating the exact conglomerate discount of Bonheur is 
a challenging task, determining who gets the short end of the stick is not, and the principal-principal 
agency problem is indeed present. If selling off or spinning off segments is profitable, this decision 
is solely up to the majority owner.  

5.3.6 ESG score 
Refinitiv (Eikon), a financial markets data provider, offers ESG scores for companies. Based on 
public information like annual reports, company websites, stock data, CSR reports and news 
sources, they score companies from 1 to 100. The score includes a 34% weight on environmental 
category (resource use, emission, innovation), 35.5% on social (workforce, human rights, 
community, and product responsibility) and 30.5% on governance (management, shareholder rights, 
CSR strategy). The PESTEL analysis has shown how investors over the last decade(s) have shown 
an appetite for ESG stocks, and hence a high ESG score could see increased investor interests. 
Refinitiv gives Bonheur a 10.66 ESG score, while an average of 8 companies within the same 
industry gives a score of 76.44 (Appendix 2). The lowest score by the companies it is compared to 
is 67.86. This exemplifies how Bonheur is either holding themselves to a low ESG standard or is 
lacking effort for displaying their ESG initiatives. If the latter is the case, again this is a symptom of 
information asymmetry. In both cases this is not positive for attracting investors, and consequently 
for the stock price.  

5.3.7 Summary of governance review 
Bonheur has several issues related to corporate governance. The board is not optimal from an 
investors point of view, due to high dependency and power concentrated with two people. We also 
found several indications of negative outcomes of majority owners, with large information 
asymmetries between insiders and investors and the lack of a nomination committee. There were 
some indications of private benefits of the ownership, regarding the chairperson fee. Bonheur has 
the closest thing to CEO-duality allowed under Norwegian Corporate Governance laws, this is 
generally believed to be bad for Corporate Governance and for investor protection. The largest 
government issue is the principal-principal problem, with the minority shareholders with low or no 
power and influence. Additionally, the ESG score reflects negatively on Bonheur for investors. 
Positively we found the competencies and experiences of the board members to be of a high quality, 
and the management to have a long-term perspective that could ultimately benefit shareholders. 
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6. Restatement and reformulation of financial statements 
In this chapter, the reported financial statements of Bonheur will be presented. Following the 
restructure of the group of companies after the withdrawal from offshore drilling, the financial 
statements will be restated to present the historical performance and development of the group’s 
current operations. After the restatements, the reformulation of the financial reports has been 
performed to represent the historical performance of the underlying operations in the group as 
suggested by Kaldestad & Møller (2016).  
 
Bonheur is the parent company registered on Oslo Stock Exchange. The consolidated financials are 
reported in accordance with IFRS accounting standards. All the group's operations are conducted in 
the subsidiaries and associates of the parent company. Thus, the financial statement analysis will 
include a reformulation of both the income statements and the balance statements of Bonheur’s 
consolidated report as opposed to the reports from the parent company (Kaldestad & Møller, 2016). 
The main aim of reformulating the balance sheet and income statements is to discover the drivers 
of returns and growth, in preparation for the forecasted cash flows and later valuation of the company 
(Ibid.). 
 

6.1 Presentation of reported financial statements 

The reported Income statement, Asset Statement and Funds Invested have been presented based 
on information in the annual and quarterly reports, following IFRS regulations. As there has been 
some restatements and corrections in the released statements, the most updated numbers are 
considered the most accurate. The annual report of 2020 has not been released in time of the 
production of this paper. In the quarterly report of Q4 2020, Bonheur reports temporary estimates of 
the most significant numbers from 2020, and the reported numbers is included in the presented 
financial statements.  
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Figure 13: Reported Income Statements 2015-2020 

 
 
 
Figure 14: Reported Asset Statement 2015-2020 

 

Numbers in million NOK FY2015 FY2016 FY2017 FY2018 FY2019 FY2020*
Revenues 14 629       12 369       6 323         6 785         7 835         6 175         
Gain on sale PP&E 11              46              2                2                2                -             
Total operating income 14 640       12 415       6 325         6 787         7 836         6 175         
Cost of sales 795-            790-            804-            877-            816-            -             
Salaries and other personnel expenses 3 212-         2 276-         913-            988-            1 032-         -             
Other operating expenses 4 390-         4 272-         3 039-         3 441-         4 513-         -             
Loss on sale of PP&E 0-                5-                0-                0-                1-                -             
Total operating expenses 8 397-         7 343-         4 756-         5 307-         6 362-         5 631-         
EBITDA 6 243         5 072         1 570         1 481         1 475         544            
Depreciation 3 701-         3 330-         880-            1 027-         962-            -             
Impairment of PP&E and intangible assets 4 904-         2 037-         32-              20-              243-            -             
Total depreciation and impairment 8 605-         5 366-         912-            1 046-         1 205-         1 426-         
EBIT 2 361-         294-            658            434            270            882-            
Share of profit / (loss-) in associates 2-                17              17-              9-                16-              2-                
Interest income 80              55              28              53              64              -             
Other finance income 992            1 073         330            228            187            -             
Financial income 1 072         1 128         357            281            250            759            
Interest expenses 781-            721-            333-            363-            422-            -             
Other finance expenses 826-            817-            144-            280-            371-            -             
Financial expenses 1 607-         1 538-         477-            643-            793-            998-            
Net financial income / expense (-) 535-            410-            120-            362-            543-            239-            
Profit / loss(-) before tax 2 899-         687-            521            64              288-            1 123-         
Tax income / expense (-) 95              317-            154-            93-              55-              79-              
Net result from continuing operations 2 804-         1 004-         367            29-              343-            1 202-         
Net result from discontinued operations -             -             2 144-         2 675-         -             -             
Profit / (loss-) for the year 3-                1-                1 777-         2 705-         343-            1 202-         

Numbers in million NOK FY2015 FY2016 FY2017 FY2018 FY2019 FY2020*
Non-Current Assets
Development costs 403            314            349            377            311            272            
Publishing rights 162            162            162            162            162            142            
Technology, patents, other 119            113            101            123            217            190            
Goodwill 416            334            308            437            518            453            
Intangible assets 1 100         923            919            1 099         1 207         1 056         
Deferred tax asset 379            362            213            143            86              168            
Rigs and other offshore units 16 130       11 523       8 638         -            -            -            
Ships 4 104         3 500         3 615         4 991         4 779         5 292         
Widfarms 5 341         4 796         4 909         4 534         4 676         5 177         
Other fixed assets 509            445            418            293            494            547            
Propety, plant and equipment 26 085       20 264       17 581       9 818         9 949         11 016       
Investments in associates 6                76              64              59              45              38              
Investments in other shares 333            240            99              52              76              64              
Bonds and other receivables 273            264            272            365            396            372            
Pension funds 45              32              96              83              99              93              
Financial fixed assets 657            611            531            559            616            568            
Total non-current assets 28 220       22 160       19 243       11 619       11 859       12 807       
Current assets
Inventories 1 180         1 091         1 028         224            195            166            
Trade receivables and contract assets 1 672         1 282         726            702            796            884            
Other receivables and shares 2 394         760            869            1 029         857            952            
Cash and cash equivalents 8 340         7 228         8 593         5 913         6 188         4 351         
Total current assets 13 586       10 361       11 216       7 868         8 035         6 352         
 
Total assets 41 806       32 521       30 459       19 487       19 894       19 159       



 

Page 60 of 148 
 

 
Figure 15: Statement of financial position 2015-2020 

 
 
 

6.2 Restatement and reformulation of the financial statements 

To evaluate the historical performance of the company, the restated financial statements should be 
adjusted for significantly abnormal profit and loss related to the sale of assets, nonrecurring 
restructuring costs and discontinued operations. This is necessary to reflect the historical 
development and performance of the current operations of the group and the historical quality of 
earnings (Kaldestad & Møller, 2016).  
 
Distinguishing reported items that are non-recurring, periodic in nature or unusual, is necessary 
when using reported numbers to research the historical underlying trends and economic 
development of the company with the purpose of estimating the future development (Damodaran, 
2006). In both US GAAP and IFRS, the presentation, disclosure, or characterization of an item as 
extraordinary is prohibited (Bogle et al., 2018). Thus, the authors assessment and judgment of the 
financial statements are needed to analyse the relevant financial data in the following financial 
analysis. 
 
The most significant change in the years researched has been the deconsolidation and liquidation 
of Dolphin Drilling, the organisation where the offshore drilling segment was organized (Christensen, 
2019). Revenue from offshore drilling activities accounted for 61% and 56% of total revenue in the 
group in 2015 and 2016 respectively (Bonheur, 2017ar).  

Numbers in million NOK FY2015 FY2016 FY2017 FY2018 FY2019 FY2020*
Share capital 51                  53                  53                  53                  53                  53                  
Additional paid in capital 26                  143                143                143                143                143                
Total paid in capital 77                  196                196                196                196                196                
Retained earnings 9 024             9 265             8 318             6 137             5 462             4 263             

 Share of equity attributable to shareholders 
of the parent 9 101             9 462             8 514             6 333             5 658             4 460             

-                -                -                -                -                -                
Non-controlling interests 6 344             3 653             2 637             1 020             234                165                
Total equity 15 445           13 115           11 151           7 353             5 893             4 625             

-                -                -                -                -                -                
Employee benefits 1 281             1 204             943                479                540                593                
Deferred tax liabilities 186                180                275                239                195                215                
Interest bearing loans and borrowings 17 581           13 956           12 201           6 639             7 935             9 206             
Other non-current liabilities 329                513                587                564                744                818                
Total non-current liabilities 19 377           15 852           14 005           7 922             9 414             10 831           

-                -                -                -                -                -                
Current tax 127                184                156                79                  80                  65                  
Interest bearing loans and borrowings 3 431             1 142             2 293             1 939             1 966             1 584             
Other current obligations 2 548             1 657             2 235             1 549             1 631             1 318             
Trade and other payables 878                571                619                645                910                735                
Total current liabilities 6 984             3 554             5 303             4 212             4 587             3 703             

-                -                -                -                -                -                
Total liabilities 26 361           19 406           19 308           12 133           14 001           14 534           

-                -                -                -                -                -                
Total equity and liabilities 41 806           32 521           30 459           19 487           19 894           19 159           
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In 2018, it was decided to deconsolidate the offshore drilling segment from the group, as the 
company was in practice under the control of the former debtholders, with little to no value for the 
remaining shareholders (Christensen, 2019). After struggling with low demand and significant losses 
combined with high debt, the company was forced to file for bankruptcy by a major debtholder (Kvale, 
2019). The financial statements of the group have been restated to present the historical financial 
statements as if the group of companies consisted of the current operations in the entire period 
researched. 

6.2.1 Restatement and reformulation of the historical income statements 
 
Deconsolidation and withdrawal from offshore drilling (Dolphin Drilling ASA, previously 
named Fred Olsen Energy ASA) 
In the notes of the annual reports, it is specified some financial measures by operating segment 
within the group, enabling adjustments in the financial statements regarding the discontinued 
operations in offshore drilling. The reported numbers have been illustrated in figure 16.  
 
Figure 16: Reported income items related to offshore drilling. Numbers collected from Bonheurs 
Annual Reports 

 
 
The annual report of 2018 includes re-presented accounts for 2017 with the effects of 
deconsolidation and liquidation of their offshore drilling operations. Comparing the differences in 
2017 numbers will provide the basis of which the restatements for the previous years will be 
allocated, following the presented information on segment basis in the group’s annual reports. The 
related reported numbers can be found in appendix 4. After finding the different line items in the 
income statement related to offshore drilling, the reported key income items in the annual reports 
have been allocated in accordance with the distributions found for the 2017 income statement. This 
gives an estimation of the historical income items related to the discontinued operations in offshore 
drilling. Further clarifications regarding the historical income statement related to operations in 
Offshore Drilling can be found in appendix 5. Subtracting items related to offshore drilling from the 
income statement gives the historical income statements, without the discontinued income statement 
items related to Offshore Drilling. 

Numbers in million NOK
Offshore Drilling OD2015 OD2016 OD2017

Operating income - external 8 976               6 932               -                   
Operating income - internal 0                      0                      -                   
Operating costs 3 845-               2 746-               -                   
EBITDA 5 131               4 186               -                   
Depreciation 2 855-               2 448-               -                   
Impairment 4 903-               1 914-               -                   
EBIT 2 627-               175-                  -                   
Interest income 11                    17                    -                   
Interest expenses 328-                  324-                  -                   
Tax income / expense (-) 12-                    219-                  -                   
Net result from continuing operations 2 820-               870-                  -                   
Net result from discontinued operations -                   -                   2 144-               
Profit for the year 2 820-               870-                  2 144-               
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Other Restatements: 
 
Loss and Profit from sale of PP&E: 
Profit and loss from sale of PP&E is considered as a non-recurring item and has thus been removed 
from the reformulated income statement.  
 
Leases: 
Lease liabilities regarding right to use assets have been capitalized and are depreciated on a 
straight-line basis over the duration of the lease, unless it is considered likely that the group of 
companies will obtain ownership by the end of the lease term (Bonheur, 2020ar). As such, the leases 
have not been restated as the presentation of leased assets and the corresponding liabilities already 
have been included in the financial statements as part of assets and interest-bearing debt.  
 
Revenue from leasing of assets where the group acts as the lessor are recognized as operating 
revenue in the consolidated reports. The operational leases where the group acts as the lessor 
mostly relates to the rental of ships and other assets in Offshore Wind (Ibid.). Historically, the group 
has not differentiated between revenue originating from rentals and leasing, and revenue originating 
from services performed. As income from leases and rental of ships are short term contracts directly 
related to the group's operations and their ability to perform services, the classification of income 
from leasing as operating revenue has been deemed fair.  
 
Pensions: 
According to Kaldestad and Møller (2016), the treatment of pensions and pension plans in valuation 
is a difficult subject, as there is not an established universal methodology that all professionals seem 
to agree on. Fred. Olsen & Co. related individuals are members of Fred. Olsen & Co.’s Pension 
Fund. Individuals employed after June 2012 are covered by contribution plans, and the risk related 
to changes in pension obligations are transferred to the employer. The pension obligations and 
assets related on Bonheurs balance sheet is thus related to the employees that were hired pre-2012. 
Therefore, it is assumed that Bonheurs own calculations of the value of future obligations related to 
pensions are at least as accurate as what the authors could calculate themself based on the 
information available. Future pension costs will be treated aligned with the standard of the company 
after 2012, with most of the pension cost included in operating costs as it is assumed that this 
standard best replicate the actual costs and risks for the company. No restatements have been made 
regarding pension costs and employee benefits.  
 
Profit or loss from associates: 
As Bonheur agreed to sell their only reported associate investment with operations in 2020, historical 
income from the associate has been deducted in the reformulated income statement. The asset item 
of investment from associates remaining on the balance sheet is then only linked to the development 
of Codling Bank, where no final investment decision has been made. The item has no effect on the 
historical income statement as there has not been any activity for the item that has been allocated 
to the historical income statements, and all costs related to the project have been capitalized. 
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Tax on operating income or loss: 
This paper assumes that that over time, Bonheur ASA will pay taxes equal to the Norwegian 
corporate tax rate on operational income as proposed by Kaldestad & Møller (2016). The actual paid 
taxes depend on a variety of factors such as differences between taxable and accounting standards 
for depreciation of assets, previous losses giving the right to tax loss carry forwards, and tax shield 
from debt. In the reformulated income statement, the tax related to operating income and losses is 
based on the historical corporate tax rate in Norway (KPMG, 2021). 
 
Trailing numbers for the financial year of 2020: 
In the quarterly report of Q4 of 2020, major annual items have been estimated and presented. In the 
restated income statement, the allocation of total operating expenses has been distributed with the 
same percentage allocation of the items in the previous year. Profit and loss on sale of PP&E have 
been assumed to be 0 as no information regarding the item has been published in the quarterly 
report of the fourth quarter in 2020. Financial expenses and financial income have been allocated to 
interest items or other financial items with the same percentage distribution as the previous year.  
 
 
The reformulated income statement: 
Given the information and adjustments described above, the reformulated historical income 
statement is illustrated below. 
 
Figure 17: The reformulated income statements 2015-2020 

 

Numbers in Million NOK FY2015 FY2016 FY2017 FY2018 FY2019 FY2020*
Revenues        5 653        5 471        6 323        6 785        7 835          6 175 
Cost of sales -        637 -        677 -        804 -        877 -        816 -           722 
Salaries and other personnel expenses -     1 399 -        981 -        913 -        988 -     1 032 -           914 
Other operating expenses -     2 516 -     2 934 -     3 039 -     3 441 -     4 513 -        3 995 
Total operating expenses -     4 552 -     4 592 -     4 755 -     5 307 -     6 361 -        5 631 
EBITDA        1 101           879        1 568        1 478        1 474             544 
Depreciation and amortisation -        846 -        882 -        880 -     1 027 -        962 -        1 138 
Impairment of PP&E and intangible assets -            1 -        123 -          32 -          20 -        243 -           288 
Total depreciation and impairment lossess -        846 -     1 005 -        912 -     1 046 -     1 205 -        1 426 
EBIT           255 -        126           657           432           269 -           882 
Indicated Operating Taxes -          69             32 -        158 -          99 -          59             194 
NOPAT           186 -          95           499           333           210 -           688 
Interest income             68             38             28             53             64             193 
Other finance income           992        1 073           330           228           187             566 
Financial income        1 060        1 112           357           281           250             759 
Interest expenses -        453 -        397 -        333 -        363 -        422 -           531 
Other finance expenses -        826 -        649 -        144 -        280 -        371 -           467 
Financial expenses -     1 279 -     1 045 -        477 -        643 -        793 -           998 
Net financial income / expense (-) -        219             66 -        120 -        362 -        543 -           239 
Non-operating tax effects           175 -        129               3               6               5 -           273 
Profit / loss(-) before tax             36 -          60           537             70 -        273 -        1 121 
Total Tax income / expense (-)           107 -          98 -        154 -          93 -          55 -             79 
Profit / (loss-) for the year           142 -        158           382 -          23 -        328 -        1 200 
-->Allocated to non-controlling interests -        196 -          99           111 -          40             46 -               3 
-->Allocated to shareholders of parent           348 -          35           256             11 -        389 -        1 199 

Corporate Tax Rate Norway: 27% 25% 24% 23% 22% 22%
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6.2.2 Restatement of the balance statements of Bonheur 
On segment basis, Bonheur only reports the allocation of total assets, total liabilities, and total equity 
in their annual reports. To give a more accurate estimate of the historical financial position of the 
current operations in the group, information from the previously listed company Dolphin Drilling has 
been used to find representative amounts related to the offshore drilling segment. Since the original 
reports of Dolphin Drilling have not been found, the financial database ORBIS by Bureau van Dijk 
has been used to gather the historical financial information related to Dolphin Drilling.  
 
Dolphin Drilling’s financials have been reported in US Dollars. As Bonheur has reported some 
financial figures from Dolphin Drilling in NOK in their own reports, comparing the numbers from 
Dolphin Drilling quoted in USD with the same figures quoted by Bonheur, indicates the currency 
translation effects between the reports. This information has then been used to calculate the figures 
from USD to NOK in the financial statements of Dolphin Drilling, for items not disclosed in Bonheur’s 
Annual Reports. As historical exchange rates give significant measurement errors, the indirectly 
calculated currency translation rate has been deemed sufficient for the purpose of separating the 
numbers related to offshore drilling from the balance of the group.  
 
After calculating the historical balance statements of operations related to offshore drilling in NOK, 
historical numbers related to offshore drilling have been subtracted from the original consolidated 
balance of Bonheur, to represent the financial position of the current operations in the group. 
 
Restatement of the asset statement: 
Items related to Dolphin Drilling has been subtracted from the restated asset statement of the group 
(Appendix 6). Key items in the restatement have been commented in the following section.  
 
Intangible assets: 
The only intangible asset recognised in Dolphin Drilling ASA’s accounts for the period was goodwill 
estimated at 89 968 000 NOK in 2015, and in 2016 the item was impaired in full. The amount has 
been deducted from the reformulated statement of Bonheur in 2015.  
 
Fixed Assets: 
In the reported consolidated statement of Bonheur, PP&E have been allocated to reflect their 
segment. Rigs and other offshore units under offshore drilling segment, ships under offshore wind, 
wind farms under renewable energy and other fixed assets. In the calculated numbers based on the 
translation of Dolphin Drilling accounts from USD to NOK, fixed assets have been calculated to be 
slightly different than Bonheur’s reported amounts of fixed assets related to rigs and offshore units. 
As the numbers quoted in Bonheur’s annual report have been reported according to IFRS standards, 
these values are assumed to be the most accurate. Notably, the item has been presented as zero 
in the year after the liquidation of offshore drilling. Consequently, items listed in Bonheurs annual 
report under PP&E; Rigs and other offshore units have been fully subtracted in the restated asset 
statement. 
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Financial assets 
Of the group's financial fixed assets, 1 584 000 NOK has been estimated to be attributable to the 
offshore drilling segment in 2015, 0 in 2016 and 0 in 2017. Bonheur did not have any investments in 
associates organized in the offshore drilling segment, and no additional information regarding the 
origin of the financial asset has been found in the Dolphin Drilling ASA accounts. The financial assets 
attributable to offshore drilling has been allocated to other financial investments. The financial fixed 
assets allocated to offshore drilling have been deducted from the restated asset statement.  
  
The results of the restatements and the following reformulation of the balance statements is 
presented in figure 19.  
 
Restatement of the Equity and Liability Statement 
 
The merger of Bonheur ASA and Ganger Rolf 2016: 
The change of total paid in capital from 2015 to 2016 relates to the merger of Bonheur ASA and 
Ganger Rolf ASA. The merger was conducted in 2016 and the effects are presented in the annual 
report of 2016. Where non-controlling interests of ≈2 billion NOK attributable to Ganger Rolf were 
transferred from the item non-controlling interests to paid in capital and retained earnings of the 
group (Bonheur, 2016). As Ganger Rolf and Bonheur historically carried out investments and 
operations as 50/50 joint ventures, the effect on the consolidated accounts only relates to the equity 
of the group. Researching the specific reasons and effects of the merger falls outside the scope and 
purpose of this paper. It is still worth mentioning that at the time of the merger they were considered 
two identical companies, with the Olsen family as the controlling owner in both entities (Ganger Rolf 
ASA, 2016).  
 
The effects from the merger have been restated for 2015 for equity and liabilities. The adjustments 
related to the merger only apply to 2015, and the changes are presented in the figure below.  
 
Figure 18: Merger of Ganger Rolf and Bonheur with the effects on capital structure 

 
 
Offshore drilling related changes in equity and liability:  
To find the estimated book value of equity for current operations, the book value of equity related to 
offshore drilling has been calculated. The available data from Dolphin Drilling have been translated 
from USD to NOK by using the numbers reported in Bonheur’s annual reports (appendix 7).  
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In the restated statements, the calculated equity attributable to shareholders of the parent originating 
from Dolphin Drilling, has been deducted from retained earnings. Non-controlling interests in the 
group have been adjusted for amounts originating from offshore drilling.  

6.3. The analytical balance statement 

The accounting standards of IFRS are oriented to suit creditors, focused on liquidity of assets and 
due date on debt (Penman, 2013; Kaldestad & Møller, 2016). When analysing a company as a going 
concern, we are more interested in differentiating between operational and financial assets, to 
present the drivers of revenue and value creation from operations, since financial items receive a 
return disregarding the operational earnings (Ibid). According to Penman (2013, 241) “Operating 
assets and liabilities are simply the assets and liabilities used in the business of selling to customers. 
Financing assets are assets and liabilities used in the financing of the business. The former is 
involved in trading with customers and suppliers, the latter in trading in capital markets.” 
  
The structure of the balance statement as proposed by Penman (2013) and Kaldestad & Møller 
(2016) provides an overview of net operating assets (NOA) and its relation to net financial assets 
(NFO) and common shareholder’s equity (CSE). In the analytical balance statement, the value of 
financial assets and obligations should be on market value terms. Debt is assumed to be close to 
the market value. Items listed as financial assets in the analytical balance statement are reported at 
fair value through profit or loss (FVTPL) or at fair value through other comprehensive income 
(FVTOCI), and thus the balance statement numbers of financial assets and obligations is recognized 
as fair. Therefore, no adjustments to the items have been conducted.  
 
The analytical balance statements illustrating the restated and reformulated balance statement are 
presented in figure 19 (“Net Operating Assets”), figure 20 (“Net Financial Obligations”), and figure 
21 (“NFO, NOA and Equity relation”). 
 



 

Page 67 of 148 
 

Figure 19: The reformulated asset statement known as the analytical asset statement. Authors own 
creation based on Bonheur’s quarterly and annual reports 

 
 

Numbers in million NOK

Operating Assets  FY2015  FY2016  FY2017  FY2018  FY2019  FY2020* 
Trade receivables and contract 
assets

586            487            607            702            796            884            

Inventories 215            140            176            224            195            166            
Investments in associates 6                76              64              59              45              38              
Deferred tax asset 194            216            199            143            86              168            

Ships 4 104        3 500        3 615        4 991        4 779        5 292        
Widfarms 5 341        4 796        4 909        4 534        4 676        5 177        
Other fixed assets 509           445           418           293           494           547           
Propety, plant and equipment 9 955         8 741         8 942         9 818         9 949         11 016       

Development costs 403           314           349           377           311           272           
Publishing rights 162           162           162           162           162           142           
Technology, patents, other 119           113           101           123           217           190           
Goodwill 326           334           308           437           518           453           
Intangible assets 1 010         923            919            1 099         1 207         1 056         

Total Operating Assets 11 966       10 583       10 907       12 045       12 278       13 327       

Operational liabilities:  FY2015  FY2016  FY2017  FY2018  FY2019  FY2020* 
 Deferred tax liabilities 186            180            275            239            195            215            
 Current tax 74              71              86              79              80              65              
 Trade and other payables 622            431            535            645            910            735            

 TOTAL OPERATING LIABILITIES 882            682            896            963            1 185         1 015         

OA-OL=Net Operating Assets 11 084       9 901         10 011       11 082       11 093       12 313       
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Figure 20: Reformulated balance statements; Net financial obligations in the analytical balance 
statement. Authors own creation based on Bonheur’s quarterly and annual reports 

 
 
Figure 21: Reformulated balance statements; net operating assets, net financial obligations, and 
equity relation in the analytical balance statement. Authors own creation based on Bonheur’s 
quarterly and annual reports 
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7. Financial analysis 
The aim of the historical analysis of Bonheur’s financial statements is to provide insights into the 
historical development of the company. Together with the insights and findings in the strategic 
analysis, the financial analysis will contribute to the forecasting of future cash flows. According to 
Penman (2013) and Kaldestad & Møller (2016), operations in different industry segments should be 
analysed separately when sufficient information on segment basis is available. Bonheur reports their 
financials on a consolidated basis, while some key variables have been reported on segment basis 
in the notes of the annual reports. The financial analysis has been performed based on the 
reformulated consolidated financial statement of the group. Specifications regarding the different 
business segments performance have been commented where sufficient information has been 
available. 
 
The financial analysis has been compared with competitors and companies with similar operations 
as the group (Appendix 8). Additionally, some measures originating from the calculated industry 
averages published by A. Damodaran (2021) and his annual calculations, will be presented when 
applicable. 
 
The comparable companies to the group consist of energy and energy development companies 
incorporated in Europe (Appendix 8). The primary activities of peers are energy production and 
development. All the companies have some of their business activities in the renewable energy 
segment, although the mix of energy and projects vary from company to company. Companies with 
oil or gas as their primary business activity have been excluded. As Bonheurs operating activities 
are diversified with operations in renewable energy, cruise, and media, companies with the same 
mix of business activities have not been found. Bonheurs primary source of revenue and recent 
investments relates to the renewable energy and offshore wind activities of the group. Bonheur ASA 
with subsidiaries has thus been compared with companies primarily operating in the renewable 
energy industry. 
 
Where sufficient information has been provided, segment performance has been calculated and 
compared with a representative sample of companies with similar operations as the different 
segments of Bonheurs operations. Renewable Energy and Wind Services (Shipping/Offshore wind) 
has both been compared with the general peer group presented in appendix 8. Companies focusing 
solely on either of the segments has not been found. The cruise segment has been compared with 
a sample of companies focusing their business activities on Cruise and related operations (appendix 
9). There are limited specifications regarding the contents reported as part of the segment “Other 
Investments” besides the 54% stake in NHST Media. Thus, “Other investments” has been compared 
with a sample of media companies with similar business activities as NHST media group (appendix 
10). The comparison with peers on segment level is considered reasonable given the lack of close. 

7.1 Profitability Analysis 
In figure 22, key financial ratios for Bonheur and peers of the group are presented: The calculations 
and interpretation of the results are commented below. 
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Figure 22: Key Profitability Ratios. Authors own creation based on Bonheurs annual and quarterly 
reports and financial information from Peers gathered from the financial database ORBIS by Bureau 
van Dijk. 

  
 
Return on Equity 
The return on equity (ROE) shows the owners’ return on their investment and thus the growth in 
equity from the company's profit-generating activities. ROE is the return on operating activities and 
return on financial activities.  
 

𝑅𝑒𝑡𝑢𝑟𝑛 𝑜𝑛 𝐸𝑞𝑢𝑖𝑡𝑦 =  
𝑁𝑒𝑡 𝐼𝑛𝑐𝑜𝑚𝑒

𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝐸𝑞𝑢𝑖𝑡𝑦
∶  𝑅𝑂𝐸 2020 =

−1 200
(5 658 + 4 460)/2

 

 
Historically, Return on Equity (ROE) has been low compared with the 7.38% industry average of 
companies in Western Europe operating in the green and renewable industry (Damodaran, 2021). 
Bonheurs five-year average ROE is negative at -0,28%. The ROE has varied throughout the period. 
The financial year of 2018 yielded the highest return of the period with a ROE at 5,31%, while the 
ROE of -6,53% in 2020 was the lowest in the period researched.  
 
Return on Invested Capital (Before Tax) 
The return on operating activities is measured by return on invested capital (ROIC). ROIC measures 
the ability to utilize resources to generate profits (Kaldestad & Møller, 2016). Penman (2016) 
suggests using the analytical measure of net operating assets as the denominator in the formula, 
i.e., NOA or Net Financial Obligations + Equity. For comparability with the peer group, the ratio has 
been calculated before tax effects as the tax rate differs from company to company, depending on 
their incorporation location. 
 

𝑅𝑒𝑡𝑢𝑟𝑛 𝑜𝑛 𝐼𝑛𝑣𝑒𝑠𝑡𝑒𝑑 𝐶𝑎𝑝𝑖𝑡𝑎𝑙 =  
𝐸𝐵𝐼𝑇

𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝑁𝑒𝑡 𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝐴𝑠𝑠𝑒𝑡𝑠 𝑜𝑟 𝑁𝐹𝑂 + 𝐸𝑞𝑢𝑖𝑡𝑦 
: 

Key Financial figures 
Bonheur

Formula FY2016 FY2017 FY2018 FY2019 FY2020* Hist. Average

ROE Bonheur
Net Profit/ Average 

equity
2,44% -2,17% 5,31% -0,44% -6,53% -0,28%

Pre-tax ROIC Bonheur
EBIT/ Avg. Net 
operating assets

-1,20% 6,60% 4,10% 2,43% -7,54% 0,88%

Net Asset Turnover ratio 
Bonehur

Revenue/ Avg. Net 
Operating Assets

0,5214 0,6351 0,6434 0,7066 0,5276 0,6068

EBIT margin Bonheur EBIT/ Revenue -2,31% 10,38% 6,37% 3,44% -14,28% 0,72%

Control RIOC
EBIT margin* Asset 

Turnover ratio
-1,20% 6,60% 4,10% 2,43% -7,54% 0,88%

Peers: FY2016 FY2017 FY2018 FY2019 FY2020* Hist. Average

Average EBIT Margins EBIT/ Revenue 13,59% 18,22% 14,76% 14,13% 11,38% 14,42%

Average Net Asset 
Turnover

Revenue/ Avg. Net 
Operating Assets

0,8347 0,8221 0,8497 0,7498 0,76725 0,80471

Average ROIC 
EBIT/ Avg. Net 

operating assets
8,55% 11,88% 8,80% 7,10% 5,74% 8,41%
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𝑅𝑂𝐼𝐶 2020 =
−882

(11 093 +  12 313)/2
= −7,54% 

Bonheurs average ROIC in the period 2016-2020 has been 0,90%. Compared with peers' historical 
average ROIC of 8,41%, Bonheur has under-performed on this measure. The findings suggest that 
peers have utilized their operating assets more efficiently to generate earnings. ROIC can be further 
decomposed into EBIT margin and net asset turnover ratio to better understand the drivers of return 
on operating assets (Kaldestad & Møller, 2016).  
 

𝐸𝐵𝐼𝑇 𝑀𝑎𝑟𝑔𝑖𝑛 =  
𝐸𝐵𝐼𝑇

𝑅𝑒𝑣𝑒𝑛𝑢𝑒
: 2020 =

−882
6 175

= −14,28% 

 
For Bonheur, the average EBIT margin has been 0,76% in the period 2016-2020, with negative 
margins in 2016 and 2020. When excluding 2020 to look at the historical performance before 
coronavirus, the annual average EBIT margin for the period 2016-2019 was 4,52%. The average 
EBIT margin among peers in 2020 was 14,13%, while the historical average for peers have been 
15,25% in the period 2016 to 2020. Suggesting that Bonheur struggles more than peers to generate 
earnings from their operations, implying higher cost levels. 
 

𝐴𝑠𝑠𝑒𝑡 𝑇𝑢𝑟𝑛𝑜𝑣𝑒𝑟 𝑅𝑎𝑡𝑖𝑜 =
𝑅𝑒𝑣𝑒𝑛𝑢𝑒

𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝑁𝑒𝑡 𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝐴𝑠𝑠𝑒𝑡𝑠
: 2020 =

6 175

(11 093 + 12 313
2 )

= 0,53 

 
The asset turnover ratio measures the efficiency of a company's use of assets to generate operating 
income. Bonheurs average net operating asset turnover ratio for the period has been 0,6068 while 
the average among peers has been 0,8047.  
 
The findings indicates that Bonheurs historical utilization of resources to generate revenue is lower 
than the peer group, yielding lower returns on invested capital from operations compared with the 
peer group.  

7.2 Revenue and operating margins 
In figure 7.2, Historical revenue, EBITDA and EBIT is presented. The compounded annual average 
growth rate (CAGR) in revenue for Bonheur was 8,5% in the period 2015-2019. The CAGR for the 
period 2015-2020 has been affected by coronavirus in 2020, giving a CAGR of 1,8%.  
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Figure 23: Bonheur's historical Revenue, EBITDA, and EBIT. Authors own creation based the 
reformulated financial statements 

 
 
 
The trend of EBITDA-margin before coronavirus implications in 2020 was slightly decreasing from 
the peak in 2017 at 24,83%, to 18,83% in 2019. The average EBITDA-margin for the period 2015-
2019 was 20,26%. In the year of 2020, the EBITDA-margin was down to 8,81%. The overall annual 
average for the period researched was 18,35%, when including 2020 numbers. For the comparable 
companies, average EBITDA margin was stable between 22,79% and 27,81% in the period, with a 
historical average of 24,88%. Bonheurs historical average EBIT margin for the entire period 
researched has been 1,42%, while the average in the five years before coronavirus was 4,55%. For 
peers, the average EBIT margin in the period ranged between 11,38% (2020) and 18,22% (2017).  
 
The trend in EBITDA-margin before coronavirus implications was slightly decreasing from the peak 
in 2017 at 24,83%, to 18,83% in 2019, with an average EBITDA-margin of 20,26%. In the year 2020, 
the EBITDA-margin was down to 8,81%, and the overall annual average for the period researched 
was 18,35% including 2020 numbers. For the comparable companies, average EBITDA margin was 
stable between 22,79% and 27,81% in the period, with a historical average of 24,88%. Bonheurs 
historical average EBIT margin for the entire period researched has been 1,42%, while the average 
in the five years before Corona was 4,55%. For peers, the average EBIT margin in the period ranged 
between 11,38% (2020) and 18,22% (2017). As the figure below shows, Bonheur has performed 
worse than peers on these measures, and experienced a more significant drop in margins in 2020 
than peers. This is expected since Bonheur saw a complete stop in their cruise segment, which the 
peer group does not mirror.   
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Figure 24: Bonheur EBITDA and EBIT-margins compared with peers with operations in the 
renewable energy industry. Authors own creation based on Bonheurs reformulated statements and 
data on peers collected with the financial database ORBIS by Bureau van Dijk 

  

7.3 Liquidity analysis 
The term liquidity is used to explain a company's ability to meet their short-term obligations with cash 
and other easily accessible funds. In general, a high liquidity means that a company will be able to 
meet their short term/current obligations without raising external capital. An unnecessary high 
liquidity could imply hoarding of cash, that would be put to better use by paying higher dividends to 
the shareholders (Kaldestad & Møller, 2016). 
 
According to Damodaran (2012), the current ratio can be defined as current assets to a company’s 
current liabilities. 

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑟𝑎𝑡𝑖𝑜 =
𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐴𝑠𝑠𝑒𝑡𝑠

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠
 

 
The quick ratio resembles the current ratio. Both ratios measure a firm’s capability to pay its current 
liabilities, while the quick ratio only considers the most liquid assets by excluding inventories in the 
equation (Ibid).  

𝑄𝑢𝑖𝑐𝑘 𝑅𝑎𝑡𝑖𝑜 =  
𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐴𝑠𝑠𝑒𝑡𝑠 − 𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑖𝑒𝑠

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑡𝑒𝑠
 

 
The calculations of quick and current ratios have been calculated in the figure presented below. 

FY2015 FY2016 FY2017 FY2018 FY2019 FY2020
Bonheur EBITDA-margins 19,48% 16,07% 24,80% 21,79% 18,82% 8,81%
Bonheur EBIT-margins 4,51% -2,31% 10,38% 6,37% 3,44% -14,28%
Peers average EBITDA-margins 25,74% 25,01% 27,81% 22,79% 24,29% 23,36%
Peers average EBIT-margins 12,16% 13,59% 18,22% 14,76% 14,13% 11,38%
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Figure 25: Current and Quick ratios Bonheur. Authors own creation. 

 
 
Current Ratio 
As a starting point Kaldestad & Møller (2016) suggests that the current ratio should be around 2 and 
minimally above 1. The optimal ratio varies a lot between industries and the suggested ratios should 
only be viewed as guidelines (Kaldestad & Møller, 2016). To evaluate whether the current ratio of a 
company is satisfactory, it is best to compare it with an industrial average (Ibid). 
 
Figure 26: Bonheur Current Ratio compared with Peers 

 
 
The past five years, Bonheur’s average current ratio has been 2,07 while the arithmetic mean of the 
peer-group has been 2,01. This implies that Bonheurs risk of defaulting on its short-term obligations 
is in line with the industry standard. The cash and cash equivalents have decreased while current 
liabilities have increased in the researched period. This has resulted in a decrease of the current 
ratio from 2,79 in 2015 to 1,72 in 2020. For the peer group, the average current ratio in 2020 was 
2,16, highly influenced by the high current ratio of ABO Wind AB with a current ratio rising to 9,26 in 
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2020. Peer’s current ratio when excluding ABO Wind was 1,15 in 2020, giving an average well below 
Bonheur’s.  
 
Figure 27: Current Ratios Peers. Authors own creation based on financial data collected from ORBIS 
by Bureau van Dijk 

 
 
Quick Ratio 
Quick ratio has been proposed to be around 1, preferably above (Kaldestad & Møller, 2016; Penman, 
2016). Like the current ratio, this is only to be considered as a general guideline, as there are major 
differences between industries (Ibid).  
 
Figure 28: Bonheur Quick Ratio compared with peers. 

 
 

Current Ratio Peers FY2015 FY2016 FY2017 FY2018 FY2019 FY2020
ENEL SPA 0,94 0,86 0,90 0,90 0,91 X
E.ON SE 1,20 0,75 1,12 1,54 0,85 0,81
FORTUM OYJ 4,71 3,76 2,85 1,13 1,98 1,08
IBERDROLA SA 0,73 0,76 0,83 0,83 0,71 0,84
RWE AG 1,11 1,06 1,15 1,34 1,43 1,66
VESTAS WIND SYSTEMS A/S 1,24 1,24 1,23 1,16 1,12 1,09
ORSTED A/S 1,60 1,82 2,09 1,90 2,00 1,83
EDP RENOVAVEIS SA 0,68 0,87 0,63 0,60 0,64 0,72
ARENDALS FOSSEKOMPANI ASA 1,89 2,13 3,36 2,14 2,17 X
ABO WIND AG 5,99 6,68 8,63 8,00 5,18 9,26
Arithmetic Mean 2,01 1,99 2,28 1,95 1,70 2,16
Median 1,22 1,15 1,19 1,25 1,28 1,09
BONHEUR 2,79 2,02 2,32 1,87 1,75 1,72
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For Bonheur, the historical arithmetic mean current ratio for the past five years has been 2,04, while 
the arithmetic mean of the peer-group has been 1,64 in the same period. The development in the 
ratio resembles the current ratio, with a decrease from 2,72 in 2015 to 1,67 in 2020 for Bonheur. The 
decrease could imply an increasing risk of default, although the 2020 level is deemed satisfactory 
as Bonheurs latest quick ratio is higher than the peer average and median of the year. 
 
Figure 29: Quick ratios peers. Authors own creation. Peer financial data collected with the financial 
database ORBIS by Bureau van Dijk 

 
 
As mentioned, high liquidity could imply hoarding of cash that could be put to better use as dividends 
to shareholders or offset debt, while a low liquidity could imply risk of default on near term liabilities. 
The calculated liquidity ratios of Bonheur are not significantly different from the average in the 
industry. Thus, the ratios have been deemed satisfactory at the current level. It is worth noticing the 
decrease in the period, suggesting that the default risk has been increasing and the development 
needs to be monitored in the future.  

7.4 Solvency ratios 
While the liquidity risk focuses on the short-term financial risk for the company and their ability to 
meet current obligations, the solvency risk takes a long-term perspective, evaluating the ability to 
meet non-current liabilities, also known as long-term debt obligations (Penman, 2016).  
 
Interest Coverage Ratio 
The interest coverage ratio represents the number of times operating income can cover a company’s 
going interest expenses (Penman, 2016). Given by: 

𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝐶𝑜𝑣𝑒𝑟𝑎𝑔𝑒 𝑅𝑎𝑡𝑖𝑜 =
𝐸𝐵𝐼𝑇

𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝐸𝑥𝑝𝑒𝑛𝑠𝑒𝑠
: 2020 =

−882
531

= −1,66 

 
An interest coverage ratio above 1 means that the company generates enough earnings from 
operations to cover their interest expenses in the corresponding period. When EBIT is negative, so 
is the ratio. Bonheurs interest coverage ratio and calculations are presented in figure 21.  

Quick Ratio Peers FY2015 FY2016 FY2017 FY2018 FY2019 FY2020
ENEL SPA 0,87 0,80 0,83 0,83 0,85 x
E.ON SE 1,12 0,72 1,07 1,49 0,80 0,76
FORTUM OYJ 4,59 3,63 2,74 1,05 1,85 1,01
IBERDROLA SA 0,70 0,71 0,79 0,77 0,58 0,75
RWE AG 1,03 0,99 1,06 1,31 1,35 1,56
VESTAS WIND SYSTEMS A/S 0,85 0,88 0,81 0,75 0,68 0,62
ORSTED A/S 1,51 1,68 1,96 1,51 1,53 1,40
EDP RENOVAVEIS SA 0,67 0,85 0,61 0,59 0,63 0,70
ARENDALS FOSSEKOMPANI ASA 1,63 2,02 3,21 1,93 1,90 X
ABO WIND AG 4,08 4,40 6,03 4,87 3,38 6,69
Arithmetic Mean 1,71 1,67 1,91 1,51 1,36 1,69
Median 1,08 0,94 1,07 1,18 1,10 0,89
BONHEUR 2,72 1,98 2,26 1,81 1,71 1,67
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The historical ratios show that the group has struggled to cover their going financial costs with 
operating earnings, and thus needed to cover their going interest expenses with financial income 
and cash & cash equivalents.  
 
Figure 30: Bonheur’s historical Interest Coverage Ratio. (Numbers quoted in 1000 NOK) 

 
 
The historical interest coverage ratio of Bonheur is also significantly lower than the one for peers 
(Appendix 12), and the comparisons is presented in the figure below.  
 
Figure 31: Bonheur's Interest Coverage Ratio compared with peers. Authors own creation. Financial 
data of peers collected from ORBIS 

 
 
 
Capital Structure: 
Debt and equity ratios give the relation of debt and equity used to fund the assets of the company.  
It does not provide an in-depth overview of the default risk of a company but can be considered as 
a simplified overview of the financial state of a company. The values in figure 23 have been 
calculated based on book values. Specifications regarding Bonheur’s capital structure can be found 
in appendix 13, while specifications of the calculations for peers can be found in appendix 14.  
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The findings suggest that Bonheur historically has organized their funds close to the standard in the 
industry. 
 
Figure 32: Bonheur's Capital Structure Ratio compared with Peers. 

  
 
 
Debt to Equity ratio 
The debt-to-equity ratio (D/E) is the calculated by the following formula:  

𝐷𝑒𝑏𝑡 𝑡𝑜 𝐸𝑞𝑢𝑖𝑡𝑦 =
𝑇𝑜𝑡𝑎𝑙 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠𝐵𝑉

𝑇𝑜𝑡𝑎𝑙 𝐸𝑞𝑢𝑖𝑡𝑦𝐵𝑉
: 2020 =

14 533
4 624

= 3,14 

 
The D/E ratio gives a measure for how much debt a company has relative to the amount of equity.  
A too high debt to equity ratio can be a sign that a company is in financial distress, and will be unable 
to pay its creditors, while a too low ratio can indicate a costly and inefficient way of funding the 
business operations (Damodaran, 2006). There is no universal optimization for the leverage of a 
company, and the best way to assess the debt-to-equity ratio is to compare the ratio with the industry. 
In figure 33, Bonheurs debt to equity ratio is presented and compared with European peers in the 
renewable energy industry.  
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Figure 33: Bonheur's Debt-to-Equity ratio compared with peers 

 
 
The findings suggest that the D/E ratio of Bonheur is reasonable at the current level. The historical 
findings suggest that Bonheur’s debt to equity ratios is close to the average of the industry, with the 
financial year of 2016 as a clear exemption in the period researched. The exemption is directly 
related to E. ON, which presented a reduction of equity from € 19,077 Million to € 1,287 Million in 
the year of 2016, thus leading to a high D/E ratio in that financial year (E. ON SA, 2017, p114).  

7.5 Segment Performance 
The Group of companies has four strategic business areas. The strategic business areas offer 
different products and services and are managed separately, because they require different 
technology and marketing strategies (Bonheur, 2020ar). The presented information on segment 
basis is based on the disclosed information in the annual reports of Bonheur.  
 
Renewable energy: 
Revenue from the renewable energy segment has been growing in the last couple of years, with an 
average annual growth of 3,55% for the period. The revenue in this segment is sensitive to the 
electricity prices in addition to the government incentive schemes for renewable energy, and the 
installed capacity. In the period, Bonheur increased their energy generation capacity from 582 MW 
in 2015 to 679 MW in 2019 with the finalization of new wind farms. Additionally, Bonheur states in 
their Q4 report of 2020 that Högaliden wind park is close to completion and predict the wind park to 
be fully operational by the end of June 2021. Högaliden will add a capacity of 105 MW to Bonheurs 
wind energy portfolio, giving Bonheur a portfolio of operational wind farms with a total capacity of 
784 MW.  
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Figure 34: Bonheur's Renewable Energy segment performance 

 
 
The historical EBITDA and EBIT margins for the segment have been high, with average EBITDA 
margin at 64,61% and EBIT margin at 31,10% for the period. As discussed in the industry analysis, 
wind farms are capital intensive investments with high capital expenditures in the phase before the 
operational stage. As such, high operating margins should be expected for this segment. The 
EBITDA and EBIT margins of Bonheurs renewable energy segment has been high, both compared 
with Bonheur as a group and the peer group. The peer group includes companies involved in other 
forms of energy production with higher variable costs, which can explain their lower margins.   
 
Figure 35: EBITDA and EBIT-margins Bonheur's Renewable energy segment compared with peers. 
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Shipping and Offshore Wind 
The segment has generated high growth in income during the period, with operating income rising 
from 1 032 million NOK in 2015 to 3 133 NOK in 2020. This amounts to a compounded annual growth 
rate of 24,87%. The growth can be linked with the increased numbers of installation and service 
ships. The period included acquisition of more ship capacity and increased utilization of the fleet 
(Bonheur, 2021).  
 
Figure 36: Bonheurs Offshore Wind segment performance. 

 
 
 
In the segment, historical EBITDA and EBIT margins have been lower than the corresponding 
averages of peers. The business activities in shipping and offshore wind have been focused on 
expansion and capacity building, to capitalize on the expected growth in demand for the services 
provided by Bonheurs offshore wind segment. Although the segment has grown rapidly in revenue, 
the EBIT margin has been negative for the entire period, except in the financial year of 2017. Average 
EBITDA margin for the period has been 12,01%, while the average EBIT has been -3,07%. Both 
margins of the segment are below the margins of Bonheur as a whole, and peers. 
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Figure 37: Bonheur's Offshore wind segments EBITDA and EBIT margins compared with peers. 
Authors own creation. Orbis Financial Database has been used for the collection of data regarding 
Peer Group 

 
 
 
Cruise 
The cruise segment has been presented and compared with international public companies with 
cruise related operations as their primary business activity (Appendix 9). The industry experienced 
a full stop in their operations as implications of coronavirus and imposed restrictions all over the 
world made it impossible to operate cruise ships and travel. The industry is still struggling, and it is 
uncertain when the segment will be able to restart their operations. In the figure below, Bonheurs 
financial reporting for the segment has been presented with calculations on operational ratios.  
 
 

-30,00%

-20,00%

-10,00%

0,00%

10,00%

20,00%

30,00%

40,00%

FY2015 FY2016 FY2017 FY2018 FY2019 FY2020

Shipping and Offshore wind segment 
EBITDA and EBIT-Margins  compared with peers

EBITDA margin SO EBIT Margin SO

EBITDA Margin Peers (Average) EBIT Margin Peers (Average)



 

Page 83 of 148 
 

Figure 38: Bonheur's Cruise operations historical performance. 

 
 
As the figure shows, the segment had a significant drop in their operating margins in 2020. The 
development mimics the general development in the cruise industry as illustrated in figure 37. Before 
coronavirus disrupted the cruise industry, the margins had been relatively stable for both Peers and 
Bonheurs operations in the segment. Historically, the EBITDA and EBIT margins for Bonheur have 
been stable at a lower level than peers before coronavirus, with historical average EBITDA margin 
at 14,23% vs Peers 28,41%. The same trend is found when comparing EBIT margin; Bonheurs 
historical EBIT margin before 2020 was 3,52% vs Peers average at 17,95%.  
 
Figure 39: Bonheur's Cruise operations EBITDA and EBIT margins compared with peers in the cruise 
industry 
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Other Investments 
Bonheur reports earnings from other strategic investments under the segment Other Investments. 
The primary investment in the segment is NHST Media group, as described in the presentation of 
Bonheur. The segment also includes other non-core business activities, with investments in property 
development as the most significant investment besides the investment in NHST Media. The 
reporting for the segment performance is the hardest to predict, given the very limited information 
about the specific activities allocated to, and reported as part of the segment. Bonheur reports that 
the primary business activity reported as part of the segment relates to the media company NHST. 
Therefore, the segment has been compared with other companies with primary business activities 
related to publications and media (see appendix 10).  
 

Figure 40: Bonheur’s Other Investments historical performance. 

 
 
The historical margins in Bonheurs “Other Investments” segment have been outperformed by the 
selected peers from the media and publishing industry. In Bonheurs reports, they emphasize the 
need for restructuring and cost reductions, and state that the cost reduction plan is going as planned. 
Even though the costs related to the business activities in the segment has been reduced in the 
period researched, the operating income has been decreasing as well, resulting in a negative 
EBITDA margin throughout the period researched. 
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Figure 41: Bonheur's "Other Investments" EBITDA and EBIT margins compared with peers from the 
media and publication industry. Authors own creation 

 

 
7.6 Highlights from the financial analysis: 
In the financial analysis of Bonheur, it is found that the growth in revenue in the five years before 
coronavirus had been relatively stable, rising from 5 653 million NOK in 2015 to 7 835 million NOK 
in 2019. In 2020, the revenue decreased, primarily because of the stop in cruise operations following 
the coronavirus outbreak. The findings in the financial analysis illustrates the differences of the 
operating segments, their historical performance, and their sensitivity to different external factors.  
 
The renewable energy segment has by far the highest operating margins of the group's business 
activities, with “other investments” in the opposite end with negative EBIT for the entire period 
researched.  
 
Revenue growth in the researched period is mainly attributable to the operations organised in 
Shipping and Offshore Wind. Although the segment has performed below the peer group, a direct 
comparison should not be regarded as a definitive sign of underperformance as there have not been 
found any listed companies solely focusing on similar business activities. The negative EBIT margin 
does however illustrate the need for improved margins in the segment.  
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Business activities in the Cruise segment have historically been stable, with stable and slightly lower 
than peer margins. The impact of coronavirus has been significant, effectively stopping all operations 
in the industry, and the big uncertainty relates to when and how fast the recovery of the industry will 
be.  
 
The “Other Investments” segment have been significantly outperformed by media and publishing 
peers. Their future success relies on successful restructuring and turning the trend of negative 
EBITDA-margins. 
 
Findings in the liquidity analysis of the group shows no immediate default risk or significantly firm 
specific risk, compared with companies in the renewable energy industry. Although the current risk 
of default has been deemed moderate to low, the recent years development indicates an increase 
of the liquidity risk. It is suggested that the interest coverage ratio needs to improve to maintain a 
healthy financial mix and prevent financial distress without raising external equity in the future. The 
operating margins should therefore be monitored closely by any potential investors as well as 
managers of the company.  
 
 
 

8. Swot 
Utilizing the SWOT framework, the strategic and financial analysis is summarized as strengths, 
weaknesses, opportunities, and threats. The financial analysis is combined with the governance 
review and company presentation representing the strengths and weaknesses. The analysis of the 
external environment represents the opportunities and threats. The factors included in the SWOT 
are the ones most important for future value creation and are used as the basis for the following 
forecast. 

8.1 Strengths 

Assets 
Bonheur has ships for installation, operation and maintenance for offshore wind that are rare and in 
demand. Their growth in operating revenue in offshore wind was 204% from 2015-2020. During the 
period they have increased their capacity and the number of ships, and their level of utilization. They 
have also upgraded their cruise ship fleet in the same period.  
 
Know-how and competencies 
Bonheur has a long company history, and long experience from various industries. They have 
knowledge from offshore drilling and shipping, which is valuable for offshore wind. Their long 
experience within Media and Cruise is seen as valuable, despite the segment's most recent 
performance. The BoD and management have extensive knowledge, experience, and network 
relevant for success in renewable and offshore wind.  
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Long term view 
CEO duality and family ownership are recognized for a long-term view that could ultimately benefit 
shareholders in a long term. Agency issues leading to management decisions for short term stock 
performance, is not present for Bonheur. Their long-term view has also proved successful in their 
history of many long, and often successful business ventures. 
 

8.2 Weaknesses 

Profitability 
As discussed in the financial analysis, the profitability of Bonheur has historically been below peer 
averages. Even though it is concluded that the company has a low risk of default in the short term, 
the development in liquidity illustrates an increased need for higher operating margins.  
 
Corporate governance issues 
Group thinking in executive decisions due to dependent BoD, the conglomerate nature of the 
business and the low ESG score found in the governance review, could potentially impact future 
earnings. Further, it is likely to negatively impact investors' interest in the company.  
 
Ability to develop onshore wind portfolio 
Their portfolio of wind parks “consented” and “under development” have been large for a long period 
of time, with relatively low deployment. The value of this portfolio could increase as LCoE goes down, 
however the looming threat is that permitting becomes more complicated and they wait too long 
before deploying, like in the case of the Norwegina Gilja park. In addition, they are a small company 
in the renewable energy sector, and industry competition could make winning bids for new projects 
difficult.  
 

8.3 Opportunities  

Growth in Offshore Wind & shipping 
The PESTEL analysis found a favourable macro environment for Offshore wind, with investments 
and deployment expected to be high in the future, and the UK expected to more than doubling their 
capacity by 2025. Porter's 5 forces described an expected shortfall of service providers by 2025, 
leading to increased demand. There are great opportunities for growth in this segment.  
 
Political goals 
The legally binding goals for CO2 reduction incentivise governments to develop more renewable 
energy, which is a driving force behind the expected growth in both the onshore and offshore wind 
industry. The industry's development and performance are therefore in the interest of governments 
in general.  
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New Markets 
There are great opportunities within both onshore and offshore wind outside today's operations in 
Bonheur, with projections of huge deployment in both Asia and North America. Their offshore service 
vessels have already operated in the Asia pacific, and the market could be highly relevant and 
profitable in the long term. Today's geographical focus is partly due to government support schemes, 
and similar incentives are expected to arise in new markets.      
 
LCoE 
The rapid development in LCoE is for Bonheur a double-edged sword. For onshore development it 
demands keeping up with larger industry rivals in developing wind at an increasingly lower cost. The 
development could see already consented farms more valuable as electricity output increases. For 
offshore wind and shipping the development is seen as positive, since it is a driving force behind the 
increased investments and deployment, increasing the demand for their services. The need for 
lowering the service costs in order to decrease offshore LCoE is expected to be offset by the future 
increase in demand, and efficiency in deployment and service.  
 

8.4 Threats  

Change in interest rate 
An increase in interest rates is problematic for the industry, as high and expensive debt is the norm 
for development projects in the renewable energy sector. For Bonheur it could worsen their ability to 
cover their financial expenses with operational earnings, which is already far below peers. 
 
Increasing exposure to Power Prices 
The volatility and uncertainty of power prices is problematic for the industry, as it makes future 
revenues highly uncertain. Following decreasing government subsidies, and the long term out 
phasing of electricity certificates, will expose their renewable energy segment to the power prices to 
a higher degree. Potential power purchase agreements and higher electricity output from better 
technology, can reduce the net effect. Positively the industry will in the long term be exposed to less 
political risk. 
 
High bargaining power for buyer and industry competition in renewable energy 
As uncovered in the external analysis, the governments purchase power and auctions away permits 
for energy development. Leaving the risk in development and implied demand for lower costs to the 
industry. Commonly not concerned with the means of green production, this increases rivalry, threat 
of substitution and hence the future profitability.   
 
New entrants in Offshore wind service 
As the offshore wind industry is increasingly populated by large oil companies and successful 
established players, the service sectors will also grow. Previous offshore oil service providers 
(inhouse and external) and turbine manufacturers can expand their installation and service sector, 
which could lead to a higher competition in the long term. The expected growth will reduce the net 
competition in the near future. In the long term, exit barriers due to specific assets could imply high 
competition.  
 



 

Page 89 of 148 
 

9. The discounted cashflow valuation method (DCF):  
 
The DCF models can generally be divided in two different approaches. One approach is used to 
estimate the enterprise value of a company by discounting the future cash flow to the firm (FCFF), 
while the second approach estimates the equity value of a company by discounting the cash flows 
to equity holders (FCFE) (Damodaran, 2006). This paper will focus on the discounted cash flow 
model (DCF) proposed by both Damodaran (2006) and Kaldestad & Møller (2016), calculating the 
FCFF and enterprise value, and work backwards to calculate the equity value attributable to 
shareholders. 

𝐹𝐶𝐹𝐹 = 𝐸𝐵𝐼𝑇 ∗ (1 − 𝑡𝑎𝑥 𝑟𝑎𝑡𝑒) − (𝐶𝐴𝑃𝐸𝑋 − 𝐷&𝐴) − 𝐶ℎ𝑎𝑛𝑔𝑒 𝑖𝑛 𝑊𝑜𝑟𝑘𝑖𝑛𝑔 𝐶𝑎𝑝𝑖𝑡𝑎𝑙 
 
 
The model is based on the company's ability to generate profit from operational activities expressed 
as free cash flow to the firm (FCFF). The free cash flows are then discounted by the weighted 
average cost of capital (WACC). FCFF derives from a variety of assumptions about the firm’s future 
financial performance, including revenue growth, profit margins and reinvestment needs, and are 
considered as a more representative estimation of cash generation than simply looking at the 
company's net income (Ibid.).  
 
FCFF is a pre-debt cash flow derived from operational income rather than net income (which is after 
interest expenses). In FCFF, it is assumed that the company pay taxes on operating income. The 
effects of capital structure and tax benefits of borrowing are included when discounting the cash 
flows back to present value with the cost of capital (WACC), where the after-tax cost of debt are 
included (Ibid).  
 
A positive free cash flow to the firm is cash available to be used for payments to debtholders and 
equity holders, while a negative free cash flow to the firm implies that the firm faces a cash deficit. 
This must be covered by either reducing cash and cash equivalents, issuing new shares or new debt 
(Ibid.). In the following chapters, cost of capital and forecasted free cash flows to the firm (FCFF) will 
be presented.  
 

9.1 Cost of Capital 

The Weighted Average Cost of Capital (WACC) is the cost capital for a company given by the weight 
of debt and equity financing derived from the relative market values of invested capital. The WACC 
model is explained as follow: 
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Source: Kaldestad & Møller (2016) 
 
The WACC model is based on the Modigliani-Miller II principle: “The cost of capital of levered equity 
increases with the firm’s market value debt-equity ratio” (Brealey et al., 2017).  The theorem shows 
that by increasing debt, the cost of both debt and equity increases. And given that debt is a cheaper 
method of financing, the WACC remains constant. However, this assumes perfect capital markets 
with no taxes. In reality, WACC will be affected by the capital structure of the company as there are 
tax benefits related to debt, due to the tax reduction following the cost of interest payments.  
 
Cost of Equity 
There are primarily three different theoretical models used to find the risk adjusted expected return 
on equity, with the Capital Asset Pricing (CAPM) as the most widely used method for calculating the 
expected return, and the Arbitrage Pricing Theory and Fama-French Three Factor Model as 
examples of other models. All the models build on assumptions and simplifications of the real world. 
Following this, it is important to understand that the models should not be assumed as the actual 
future return (Brealey et al., 2017).  The main aspects of the different approaches will be presented 
below.  
 
Arbitrage Pricing Theory 
APT assumes that each stock’s return depends on pervasive macroeconomic influences or “factors” 
and partly on “noise”. Noise is considered as events that are unique to a specific company. The 
model does not state what the factors are (Brealey et al., 2017). Some factors will affect the 
respective company more than others and thus the risk premium will vary from company to company 
(Ibid). The model can be summarized by the following formula: 
 

 
The model requires several beta and risk premium estimates. The expected risk premium depends 
on the expected risk premium associated with each factor and the stock’s sensitivity to each of these 
factors (Brealey et al., 2017). The requirement of an analysis and research of all factors to include 
in the model and subsequently individual beta and risk premium estimates, makes it a 
comprehensive method that is rarely used by financial managers (Ibid).  
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Fama-French Three Factor Model 
Like APT, the Fama-French model requires several beta and risk premium estimations with the 
addition of market risk, making it a time-consuming approach (Damodaran, 2012). Research by 
Fama and French showed that stocks of small firms and those with a high book-to-market ratio have 
given above-average returns (Brealey et al., 2017). According to Brealey, Myers and Allen, the 
Fama-French model is best suited to estimate a whole industry, and not a single company. The 
model can be calculated as: 

 
  
Capital Asset Pricing Model (CAPM) 
CAPM is the most used method when calculating the expected return and consists of the risk-free 
rate, beta, and a market risk premium (Damodaran, 2012). In a competitive market, the expected 
risk premium varies in direct proportion to the beta (β) (Brealey et al., 2017). The beta value in CAPM 
consists of the total market risk that the share of a company is exposed to. 
 CAPM is given by: 
 
Formula: The Capital Asset Pricing Model 

Source: Authors own translation from Kaldestad & Møller (2016) 
 
As stated earlier, all the models build on several assumptions. One important assumption in the 
CAPM model is that the beta derives from historical returns on an asset and the returns in the market 
in general is expressed by an Index-benchmark. In other words, it is based on historical data, while 
it is used to discount the future cash flows. Since the CAPM is most used in practice, this paper will 
use the model to estimate the cost of equity.  
 
CAPM calculations: 
Risk-free interest rate 
For an asset to be risk-free, it must be free of both default and reinvestment risk, making the expected 
return known with certainty (Damodaran, 2012). It is assumed that the yield on a government bond 
is the best asset to use as a risk-free reinvestment, due to the low chance of default.  
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In real life, governments could default on their obligations. As such, one should look up the credit 
rating of a country before using the yield on a government bond as the risk-free rate (Brealey et al., 
2017; Damodaran, 2006). Norway has an AAA-rating (99/100) from all the big rating agencies while 
the UK has an AA-rating (90/100), implying a very low chance of default (Trading Economics, 2021). 
Damodaran (2006) and Kaldestad & Møller (2016) argue that a long-term risk-free rate should be 
used as the risk-free rate as most investments in the corporate world are long-term investments. 
Damodaran suggested using the yield on a 10-year bond as an estimate for the risk-free rate. In the 
CAPM model, a Norwegian 10-year government bond has been used as a measure of the risk-free 
rate. On March the 1st 2021, the yield was 1,42% (Norges Bank, 2021c).  
 
Beta 
Companies are exposed to both systematic and unsystematic risk, also known as market and firm 
specific risk. The systematic risk consists of economic, geo-political and financial factors, and cannot 
be removed through diversification (Brealey et al., 2017). Beta is a measure of how sensitive the firm 
is to the overall market movement (Ibid). A beta greater than 1 means that the share tends to move 
more than the overall movements of the market, while stocks with betas between 0 and 1 tend to 
move in the same direction as the market, but not to the same degree (Ibid). The market is the 
portfolio of all stocks, and thus the market portfolio has a beta of 1.  
  
The standard procedure for estimating betas is to regress stock returns against corresponding 
market returns (Damodaran, 2006). Bonheur ASA is registered on Oslo stock exchange (OSEBX), 
and the returns of Bonheur have been compared with the returns of Oslo Bors All-Share Index_GI 
(OSEAX). We get three different estimates on the beta, depending on the period included in the 
model. The 5-year beta calculated monthly gives a beta value of 1,1936, the 3-year beta calculated 
on a weekly basis is 0,7237 while the one-year beta calculated daily gives a beta value of 0,8882. 
The covariance, variance, and beta calculations can be found in Appendix 15.  
 

𝐵𝑒𝑡𝑎 =
𝐶𝑜𝑣𝑎𝑟𝑖𝑎𝑛𝑐𝑒 𝑆ℎ𝑎𝑟𝑒 𝑎𝑛𝑑 𝑀𝑎𝑟𝑘𝑒𝑡 𝐼𝑛𝑑𝑒𝑥

𝑉𝑎𝑟𝑎𝑖𝑛𝑐𝑒 𝑀𝑎𝑟𝑘𝑒𝑡 𝐼𝑛𝑑𝑒𝑥
: 3𝑦𝑒𝑎𝑟𝑊𝑒𝑒𝑘𝑙𝑦 𝐵𝑒𝑡𝑎 =

0,000535
0,000739

= 0,7237 

 
The beta calculations give us different results, and the used beta value going forward is a simple 
average of the three calculated betas: β= 0,9352 
 
According to Damodaran (2006), empirical evidence suggests that betas on the market tend to move 
towards the market average of 1 in the long run. As such, Damodaran suggests adjusting the 
calculated beta to include this effect. The adjusted beta is calculated by: 

βadjusted = β ∗
2
3

+ 1 ∗
1
3

: 𝐵𝑜𝑛ℎ𝑒𝑢𝑟 𝐵𝑒𝑡𝑎 = 0,9352 ∗
2
3

+ 1 ∗
1
3

= 0,9568 
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The market risk premium 
The market risk premium (MRP) is the expected return on the market minus the risk-free rate, as it 
is only the risk that the investment adds to a diversified portfolio that should be measured and 
compensated for (Damodaran, 2012). While the beta represents the risk that investors expect 
compensation for, the beta multiplied by the MRP gives the extra return required by investors for 
said risk. 
 
Financial managers and economists believe that long-run historical returns are the best measure for 
the MPR (Brealey et al., 2017). An alternative is to conduct surveys among investors to get estimates 
on what the investors expect to be the future market risk premium. Annual surveys conducted by 
PriceWaterhouseCoopers (PwC) discuss the market risk premium by asking members of the 
Norwegian Financial Analyst Association about their expectations. The analysts share their 
expectation of the risk premium for the following year, and for the year 2021 they answered that they 
expect a market risk premium of 5% (PwC, 2020).  
 
Additionally, Damodaran presents his estimation of the equity risk premium on a country basis. 
According to his calculations, the last 5 years provided an average risk premium in Norway of 
approximately 5,80% (Damodaran, 2021). Norges Bank Investment Management (NBIM, 2016) 
provide data on the historical average in Norway from 1900-2014, which were 5,9%.  
 
Based on the information above, a risk premium of 5,7% will be used as the market risk premium, 
taking into consideration that the future market risk premium not necessarily will be equal to the 
historic market risk premium. Given that the expected risk premium expected by analysts is lower 
than the historical average, a slightly lower MRP than historical average seems reasonable.  
 
Calculations of Bonheur ASA’s Cost of Equity: 
 
The cost of equity is calculated using the CAPM formula. The previous parts have covered all the 
factors used in the CAPM, and thus the cost of equity required by the stockholders is estimated as: 

𝐶𝐴𝑃𝑀 = 𝑟𝑟𝑓 + βadjusted(𝑟𝑚 − 𝑟𝑟𝑓) 
𝐶𝐴𝑃𝑀 = 1,42% + 0,9568 ∗ 5,7% = 6,87% 

Cost of debt: 
Cost of debt measures the current cost to the firm of borrowing funds to finance projects 
(Damodaran, 2006). The cost of debt consists of the risk-free rate, a default risk premium, and the 
marginal tax rate. The default premium is a risk premium that bondholders, or other creditors such 
as banks, demand for lending money to more risky projects than risk free assets. Rating agencies, 
like Moody’s and Standard & Poor’s, produce a credit rating for companies. Bonheur has no credit 
rating which makes it difficult to find the default risk premium. One method is finding a synthetic 
rating using interest coverage ratio as a measure to find the spread of cost of debt vs risk free rate. 
As proposed by Damodaran (2006) this will result in a spread between 5.94% and 9.46% for Bonheur, 
as the historical average interest coverage ratio has in the period 2015-2020 has been 0,82 
(Damodaran, 2020a).  
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Another method is to either use the borrowing history and interest payments, or the net financial 
costs and net financial obligations to find the cost of debt (Damodaran, 2006).  The average historical 
cost of debt in the period 2016-2020 has been calculated to be 4,97%. 
 
Figure 42: Bonheurs historical financial costs. Authors own creation. 

 
 
The third way of calculating the cost of debt is to look up corporate bonds and find the yield to maturity 
for the bonds. Bonheur restructured some of their debt in 2020 with ESG bonds. The term of the 
bond is equal to the yield of Norwegian government bonds + 2,75% spread. This indicates a spread 
of 2,75% over what we assume to be the risk-free rate. Other bonds issued maturing in the next 
couple of years have an interest rate equal to the Norwegian 3-month government bonds with + 
3,5%, +4% and +3,15% spread premium.  
 
It is hard to argue the actual cost of debt for the company going forward. As we are more concerned 
with the future cost of debt for the company and not what the historical cost has been, a cost of debt 
consisting of the risk-free rate at 1,42% + the yield spread of 2,75% on the bond issued in 2020 has 
been used. Thus, the cost of debt used in the WACC will be 4,17%.  
 
Estimated WACC: 
With the input variables in the WACC formula calculated and presented above, WACC can be 
calculated. It is assumed that the debt will be rebalanced, with a constant ratio of D/D+E equal to the 
current level. The calculations and input variable are presented in figure 32: 
 
Figure 43: Bonheur's WACC with calculations and input variables 
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9.2 Estimating Future Cash Flows 

The future cash flow model has been forecasted down to EBITDA on a segment basis, as there are 
different expectations about the development in revenue and EBITDA margins in each segment. As 
growth in revenue is heavily linked with capital expenditures, growth estimates have been presented 
on segment basis. Given the limited information regarding the allocation of assets related to each 
segment, forecasting after EBITDA has been done for the entire group of companies as one entity 
(figure 33). For the group numbers, calculations of historical ratios used as a starting point for 
estimations have been calculated, and can be found in appendix 16. 
 
Figure 44: Free cash flow to the firm framework. Authors own creation 

 
 
 
The input variables and calculations in the forecasting will be explained step by step in the following 
sections.  
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9.2.1 Segment Revenue, EBITDA, and CAPEX 
Renewable Energy 
Income from the segment has been calculated as a function of total GW capacity, where the average 
revenue per GW installed capacity has been calculated for the previous 6 years in figure 45. 
 
Figure 45: Historical operating income and MW capacity in Renewable Energy 

  
 
The operating income is sensitive to the amount of power produced, price of electricity and income 
from subsidies (sale of green certificates, feed in tariffs, etc.). As accounted for in the PESTEL 
analysis, electricity prices are highly volatile and hard to predict due to several factors. The analysis 
even found indications of increasing volatility in the short-term future, due to changes in the energy 
mix and renewable sources having output fluctuations. Bonheurs renewable energy segment has 
not disclosed any power purchase agreements ensuring a set price. Further, Bonheur does not state 
the amount of electricity produced in their financial reports, hence it is hard to estimate what the 
operating income is made up of for a given year. Since the relationship between the amount of power 
sold, green certificates sold and price received is not available, the forecast is based on historical 
income divided by the corresponding MW capacity.  
 
The historical average income per MW capacity has been 2 045 000 NOK, and the historical ratio is 
assumed to be an appropriate estimation of future revenue given the available data. The segment’s 
growth in revenue will thus be dependent on the increased capacity. Historical compounded annual 
growth in MW capacity has been found to be 3,13% in the period 2015-2020. Given the positive 
macro environment for wind and renewable energy found in the PESTEL analysis, we assume that 
Bonheur will be able to take part in the growth in the segment. Thus, we assume that the historic 
capacity growth is a representative measure of Bonheurs future capacity growth in the segment. 
Since we do not expect the MW capacity growth to be compounded, we have assumed an annual 
growth of 35 MW, equal to the historic annual average added capacity.  
 
Bonheur has not reported any final investment decisions and expected timelines regarding the 
construction of wind farms in their consented portfolio, therefore it has been assumed that the 
increase in capacity will not be in effect until 2024. The expected capacity growth in 2021 and 2022 
are related to the construction and finalisation of 105 MW capacity in Högalinden, with expected 
operational status by the end of June 2021. A simplification of the capacity growth estimate following 
the finalisation of the project has been included in the forecasting, with 50% effect of the increased 
capacity in 2021, and full effect from 2022.  
 
The external analysis found that the LCOE has been and will continue to decrease for onshore wind, 
due to several factors, among them higher efficiency in O&M and optimization of technology. For 
Bonheur, the operating costs have increased post new installation, with record high costs in 2019 
and 2020.  
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This is not necessarily related to the new installed capacity; it can just as well be related to operations 
of the older wind parks. Given Bonheurs increasing costs in a period where industry reduced them, 
an average of the four last years (2017-2020) are used for calculating future operating costs per 
MW. This period reflects their operating costs with today’s installed capacity and assumes that 
increased capacity for Bonheur is correlated with decreasing costs per new MW capacity but is to a 
degree offset by increased maintenance cost for older turbines. The period chosen for the average 
also incorporates volatility in operating costs, as 2020 and 2017 represents the highest and lowest 
operating cost for the period.  
 
Figure 46: Historical Operating costs pr MW installed capacity 

 
 
 
The assumptions and calculations result in a steady EBITDA margin at 62,47% in the forecasted 
period, slightly below the segment’s historical average at 64,61%. The forecasted values down to 
EBITDA is presented in the figure below. 
 
Figure 47: Forecasted income, capacity, and EBITDA in the renewable energy segment 

 
 
 
The capacity growth in the segment depends on the capital expenditures connected with the 
construction of new wind farms. To calculate and estimate the required capital expenditures for 
capacity growth, historical numbers have been calculated. Total capital commitments and 
expenditures related to the construction of Högalinden amounts to 1 200 million SEK, according to 
Bonheur corresponding to approximately 1 029 million NOK. By year end 2019, the remaining capital 
expenditures related to the project was approximately 660 million NOK. In 2020, the capital 
expenditures in the segment amounted to 945 million NOK. With the lack of further information about 
the capital expenditures in 2020, it is assumed that the total remaining capital expenditures for 
Högalinden was capitalised in 2020. Given that Bonheur does not report what the remaining capital 
expenditures of 2020 relates to, it is assumed to represent the capital expenditures related to their 
development portfolio and restoration of existing wind farms.  

Numbers in 1000 NOK FY2015 FY2016 FY2017 FY2018 FY2019 FY2020*
Operating income 1 196 394         978 662                    1 295 100         1 631 191              1 443 819         1 451 000         

Capacity MW 582                       596                              679                       679                            679                       679                       
Operating costs 385 612-             361 239-                    410 208-             530 056-                  550 238-             594 000-             
Operating costs pr MW 663-                       606-                              604-                       781-                            810-                       875-                       
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Thus, capital expenditures for other projects in the segment have been estimated to amount to 286 
million NOK in 2020. In the forecast, this sum has been assumed to be constant. In other words, the 
sum is not directly related to capacity growth in the immediate future, but rather expenditures related 
to the development of potential projects as well as upgrading and overhauling existing assets. 
 
The capital expenditures related to capacity growth has been calculated based on expected installed 
capacity for the subsequent year. As a starting point, the average development cost of installed 
capacity calculated by IRENA (2020a) for 2019 has been used to estimate the development cost per 
MW capacity installed. The development and construction costs are assumed to marginally decline 
in the forecasted period, as significant cost reductions in the industry during the recent years is not 
expected to continue at the same pace, given the more mature state of the industry. 
 
Figure 48: Forecasted capital Expenditures in the Renewable Energy segment 

 
 
 
Shipping & Offshore Wind 
In the Porter’s Five Forces analysis it is found that the market conditions for the segment will be 
more favourable in the future, especially for companies established in the industry with capacity to 
install the next generation of wind turbines. The expected large growth in deployment and investment 
will increase the demand for Bonheurs services in the industry, where they currently hold a market 
leading position for specialized installation services.  
 
Additionally, the EBITDA margin is set to increase following the growth in demand for services, and 
shortage in supply expected by 2025. Combined with learning effects and higher efficiency in the 
installation and service industry, it is assumed that Bonheur will be able to leverage their experience 
and valuable assets to generate higher and more stable operating margins than their historical 
average in the segment. The profits are expected to trail up to an EBITDA margin of 25% in 2025. 
After the expected peak in 2025, competition is expected to increase, resulting in lower rates and 
thus lower margins. 
 
The segment’s operating income has experienced high growth in the researched period, growing 
from approximately 1 billion NOK in 2015 to 3 billion NOK in 2020. The historical growth can mostly 
be attributed to increased capacity through acquisition of subsidiaries and vessels added to their 
fleet. In the Q4 report of 2020, Bonheur states the intention of buying at least one more installation 
and service vessel in the future and are pursuing potential partners to manufacture and develop the 
vessel, with an option of for an additional vessel. Bonheur does not disclose any estimates regarding 
the cost of such vessels, nor do they disclose the time frame for delivery of said vessels. Estimating 
the exact cost of such customized and undefined offshore wind installation and service vessels is 
challenging for external parties, and reliable estimates are hard to produce.   
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Bonheur indirectly acquired 51% of the vessel Blue Tern in 2018 through the 51% acquisition of the 
holding company owning the vessel. The cost of the acquisition was reported to be just under 2 
billion NOK, indicating a price of the vessel just below 4 billion NOK. The vessel has since then been 
included in Bonheurs fleet, and Bonheur has operational control and maintenance responsibilities 
for the ship. Forecasted CAPEX is therefore based on the historical average CAPEX calculated as 
if Bonheur bought the entire vessel in 2018 by doubling the reported acquisition cost of the vessel. 
 
Figure 49: CAPEX adjustments related to the purchase of 50% of vessel in 2018  

 
 
CAPEX estimates will thus include estimations for two new vessels in the forecasted 10-year period.  
 
Forecasting revenue and capital expenditures will be a function of all the different factors impacting 
the industry and demands of Bonheurs services, as well as Bonheur’s increased capacity in the form 
of new vessels and competent employees.  As such, predicting growth and capital expenditures in 
the segment has not been a straightforward process, with limited available data to rely on. The 
estimates in the forecasted inputs have been listed below. 
  
Growth in Revenue: Given the expected favourable market conditions for Bonheur, a growth rate 
has been estimated to increase annually up until the expected peak in 2025. After 2025, the growth 
rate has been assumed to decline but remain positive. 
 
EBITDA margin has been assumed to reach a peak in 2025, and thereafter decline as competition 
in the industry intensifies. 
 
Forecasted Capital Expenditures has been based on the historical numbers of bonheurs CAPEX in 
the segment, as we expect at least a similar level of investments in the segment in the forthcoming 
years. This is also a condition for the estimated revenue growth. A more accurate estimate of capital 
expenditures would be preferable, but as information regarding the cost of the planned new vessels 
has not been disclosed, CAPEX is set at 858 873 000 NOK, equal to the calculated historical average 
as if Bonheur had acquired 100% of the vessel acquired in 2018.    
 
The estimations of future revenue, EBITDA and CAPEX is presented in the figure below. 
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Figure 50: Forecasted Revenue, EBITDA and Capital Expenditures for Bonheur’s Shipping and 
Offshore wind segment.  

 
 
 
Cruise 
The cruise industry is recognized as a mature and more stable industry than the above discussed 
segments. In the financial analysis, it is found that Bonheurs operational performance in the industry 
has been lower than the operational performance of the selected peers. Bonheur has been 
conducting operations in the industry for many years compared with the more recent investments in 
Renewable Energy and Shipping & Offshore wind. Further there is not expected any drastic changes 
in segment or industry in the immediate future. As such, more weight can be put on the historical 
financials of the segment.  
 
Although the industry faces new challenges with regulations restricting pollution from the 
International Maritime Organization (IMO). Bonheur reports to be in a good position to offset the 
additional costs related to the compliance of the new restrictions, with the fleet upgrade conducted 
in 2020. It is therefore expected that the future estimates will be similar to the historical numbers, 
when the industry recovers from the coronavirus. 
 
In the estimates, it as assumes that cruise will not start their operations in 2021. The operating costs 
of 2021 is be based on the reported estimated lay-up costs and overhead costs for the cruise 
segment at GBP 3.0 mill. per month (Bonheur, 2021qr). Amounting to 425 million NOK for the fiscal 
year, given the currency rate of 1 GBP = 11,816 NOK March 1st 2021 (Norges Bank, 2021b).  
 
For 2022, the recovery of operations in the segment has been assumed, and revenue has been 
calculated as 75% of the average from historical numbers, with an EBITDA margin of 11%.  In 2023, 
revenue has been set equal to the historical average before coronavirus, with EBITDA margin equal 
to the historical average before coronavirus. For the remainder of the forecasted period, the EBITDA 
margin has been set equal to the historical average of the segment before coronavirus.  Growth in 
revenue has been set equal to the historical CAGR of the segment in the period 2023-2026, and 
then assumed to follow the expected inflation of the Norwegian economy at 2% (Norges Bank, 2020). 
 
Capital Expenditures has been set equal to the historical average.  
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Figure 51: Forecasted Revenue, EBITDA, and CAPEX for Bonheur’s Cruise segment.  

  
 
 
 
Media and Other Investments 
The financial analysis indicates that Bonheur has performed worse than comparable companies in 
the researched period. In the forecast, it is assumed that Bonheur will be able to produce positive 
EBITDA margins in the segment from 2024 and onwards. The stated ambition of Bonheur to continue 
to cut costs and restructure the segment has been assumed to give positive effects. As illustrated in 
figure 49, the estimated negative growth is flating out, while EBITDA margin turn positive. CAPEX 
estimation is based on historical CAPEX in the segment and set equal to the historical annual 
average reported in the segment.  
 
Figure 52: Forecasted Revenue, EBITDA, and CAPEX for Bonheur's "Other Investments" 

 
 
Total Revenue and EBITDA 
The segmented calculations above provides estimates for the total revenue, costs, and EBITDA in 
the forecasted period, illustrated in figure 41. In the figure, annual revenue growth and EBITDA 
margins given the estimated numbers on segment basis have been illustrated.  
 
Figure 53: Forecasted Revenue and EBITDA for Bonheur 
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9.2.2 From EBITDA to FCFF 
EBITDA to EBIT: 
To estimate the future depreciation of the group, the historical depreciation has been calculated as 
a function of Fixed Assets on the balance sheet at the start of the period (ending balance from the 
previous year). 
 
Figure 54: Historical Depreciation and Impairments 

 
 
The average depreciation and impairment for the researched period has been 10,61% of fixed assets 
on the incoming balance sheet. 10,61% is used to calculate the future depreciation of fixed assets, 
given the fixed asset balance at the beginning of the period. The calculations have been presented 
in figure 43. Capital expenditures is the sum of forecasted CAPEX on segment basis.  
 
Figure 55: Forecasted Depreciation and Amortization 

  
 
By deducting total depreciation and impairment estimates, we find the estimations for future EBIT, 
as illustrated in the figure below. 
 
Figure 56: Forecasted EBIT 

 

Numbers in million NOK G2021 G2022 G2023 G2024 G2025 G2026 G2027 G2028 G2029 G2030-->

Fixed Assets Beginning balance 12 072  12 186  12 288  12 819  13 290  13 710  14 083  14 414  14 708  14 968  
Depreciation & Amort. 1 280-    1 292-    1 303-    1 359-    1 409-    1 454-    1 494-    1 529-    1 560-    1 587-    
D&A in % of fixed assets 10,6% 10,6% 10,6% 10,6% 10,6% 10,6% 10,6% 10,6% 10,6% 10,6%
CAPEX 1 395    1 395    1 833    1 831    1 829    1 827    1 825    1 823    1 820    1 818    
Fixed Assets Ending balance 12 186  12 288  12 819  13 290  13 710  14 083  14 414  14 708  14 968  15 199  

Numbers in million NOK G2021 G2022 G2023 G2024 G2025 G2026 G2027 G2028 G2029 G2030-->
EBITDA 905       1 687    2 109    2 397    2 775    2 858    2 939    2 798    2 752    2 769    
Depreciation 1 280-    1 292-    1 303-    1 359-    1 409-    1 454-    1 494-    1 529-    1 560-    1 587-    
EBIT 376-       395       806       1 038    1 366    1 404    1 445    1 269    1 192    1 181    
EBIT Margin -6,53% 5,09% 9,12% 10,84% 13,11% 12,64% 12,48% 10,62% 9,72% 9,37%
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EBIT to Net Operating Profit After Tax (NOPAT) 
By deducting tax from operational earnings, we can find NOPAT. The corporate tax rate in Norway 
is 22%. In the calculations of NOPAT, temporary differences in taxes paid and the marginal tax rate 
are ignored, and it is assumed that the company eventually will pay taxes equal to the marginal 
corporate tax rate. Hence, a tax cost on operational earnings has been set equal to the marginal tax 
rate at 22% in the forecasted model. As taxable losses of one year will allow the company to move 
tax losses to offset future profits, the tax loss carry forward (TLCF) has been included in the estimates 
of future taxes. The calculations have been illustrated in the figure below.   
 
Figure 57: Forecasted net operating profit after tax.  

 
 
Changes in working capital 
To find the free cash flow to firm, we need to adjust for expected changes in working capital. 
According to Damodaran (2006), cash should not be included in the calculations of working capital, 
and the non-cash working capital has been used as a measure of working capital.  
 
Increase in non-cash working capital is a negative cash flow since it represents new investment in 
short term assets, reversely a decrease represents a draw down on existing short-term investments 
and thus generates a positive cash flow. As non-cash working capital is a volatile number, 
Damodaran (2006) suggests looking at either averages over time or at the total non-cash working 
capital as a percentage of revenues. The historical non-cash working capital as a percentage of 
revenue has been calculated in figure 55. 
 

 
 
Figure 58: Historical non-cash working capital.  

 

Numbers in million NOK G2021 G2022 G2023 G2024 G2025 G2026 G2027 G2028 G2029 G2030-->
EBIT 376-       395       806       1 038    1 366    1 404    1 445    1 269    1 192    1 181    
Marginal Tax

83         87-         177-       228-       300-       309-       318-       279-       262-       260-       
Marginal Tax rate 22% 22% 22% 22% 22% 22% 22% 22% 22% 22%
Tax adjustment for loss 83-         83         -        -        -        -        -        -        -        -        
TLCF 83         -        -        -        -        -        -        -        -        -        
Tax on operating income -        4-           177       228-       300-       309-       318-       279-       262-       260-       

NOPAT 376-       391       983       810       1 065    1 095    1 127    990       930       921       
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In the forecasted model, it has been assumed that continued operations require a non-cash working 
capital amounting to 2,52% of revenue in the future, equal to the historical average in the researched 
period. Under this assumption, the calculated non-cash working capital for 2021 will be significantly 
lower than it was in 2020 (144 million in 2021 vs 249 million in 2020). As the model tries to smooth 
out irregularities to reflect the expected cash flows, the non-cash working capital is calculated as the 
highest measure of the 2020 level and 2,52% of revenue. The expected working capital and cash-
flows related to changes in working capital in the forecasted period has been illustrated in figure 47. 
 
Figure 59: Forecasted change in non-cash working capital 

 
Source: Authors own creation 
 
Free cash flow to the firm: 
The free cash flows to the firm given the expectations and input described above has been illustrated 
in figure 48.  Compared with the historical income statement, the sum of our expectations gives an 
EBIT margin at 8,64%, higher than the historical EBIT margin of the group in the period 2015-2019 
at 4,48%. Notably, the output in our model gives a peak in EBIT margin in 2025 at 13,11%, while 
highest EBIT margin in the historical numbers was 10,38%. Given the expectations of Bonheurs 
primary business activities and market conditions, the FCFF represents a realistic and plausible 
future scenario for the company.  
 
Figure 60: Forecasted FCFF Bonheur 

 
 
 

Numbers in million NOK
Boneheur G2021 G2022 G2023 G2024 G2025 G2026 G2027 G2028 G2029 G2030

Total Operating income 5 755   7 763   8 829   9 574   10 422 11 112 11 582 11 952 12 267 12 610 0,00% 0,00% 0,00% 0,00% 0,00% 0,00% 0,00% 0,00% 0,00% 0,00%
Non-Cash Working Capital 249     249     249     249     262     280     292     301     309     317     
Change non-cash WC -       -       -       -       13-        17-        12-        9-          59-        9-          

Numbers in million NOK
Boneheur G2021 G2022 G2023 G2024 G2025 G2026 G2027 G2028 G2029 G2030

Total Operating income 5 755   7 763   8 829   9 574   10 422 11 112 11 582 11 952 12 267 12 610 
Operating costs 4 850-   6 075-   6 721-   7 177-   7 647-   8 253-   8 644-   9 154-   9 515-   9 841-   
EBITDA 905      1 687   2 109   2 397   2 775   2 858   2 939   2 798   2 752   2 769   0,00% 0,00% 0,00% 0,00% 0,00% 0,00% 0,00% 0,00% 0,00% 0,00%
Depreciation and amortization 1 280-   1 292-   1 303-   1 359-   1 409-   1 454-   1 494-   1 529-   1 560-   1 587-   
EBIT 376-      395      806      1 038   1 366   1 404   1 445   1 269   1 192   1 181   
Tax on operating income -       4-          177-      228-      300-      309-      318-      279-      262-      260-      
NOPAT 376-      391      628      810      1 065   1 095   1 127   990      930      921      

+Depreciation 1 280   1 292   1 303   1 359   1 409   1 454   1 494   1 529   1 560   1 587   
Gross CF 905      1 683   1 932   2 169   2 475   2 549   2 621   2 519   2 490   2 509   
Capital expenditures 1 395-   1 395-   1 833-   1 831-   1 829-   1 827-   1 825-   1 823-   1 820-   1 818-   
CF after CAPEX 490-      288      98        338      646      723      796      696      669      691      
Non-Cash Working Capital 249     249     249     249     262     280     292     301     309     317     
Change non-cash WC -       -       -       -       13-        17-        12-        9-          59-        9-          
FCFF 490-      288      98        338      633      705      784      687      610      682      
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9.3 First Value Estimate 

The future cashflows to the firm represents future operating cashflows to the company before 
financial items. To find the value of the group’s operations, the free cashflows to the firm is 
discounted with the cost of capital (WACC) at 4,7708% calculated in chapter 9.1 with the following 
formula (Kaldestad & Møller, 2016): 
 

𝐸𝑛𝑡𝑒𝑟𝑝𝑟𝑖𝑠𝑒 𝑉𝑎𝑙𝑢𝑒 =  
𝐹𝐶𝐹𝐹1

(1 + 𝑊𝐴𝐶𝐶)1 +  
𝐹𝐶𝐹𝐹2

(1 + 𝑊𝐴𝐶𝐶)2 + ⋯ +
𝐹𝐶𝐹𝐹𝑛

(1 + 𝑊𝐴𝐶𝐶)𝑛 + 𝑇𝑒𝑟𝑚𝑖𝑛𝑎𝑙 𝐸𝑉 

 
Utilizing the formula above to calculate the present value of free cashflows to the firm in the 
forecasted period, the result is a present value of 3 063 million NOK (see figure 58).  
 
Assuming that the free cashflow will be constant after the forecasted period, the terminal value of 
cashflows can be derived from Gordons Growth formula (Ibid.): 
 

𝑇𝑒𝑟𝑚𝑖𝑛𝑎𝑙 𝐸𝑉 =
𝐹𝐶𝐹𝐹𝑛

(𝑊𝐴𝐶𝐶 − 𝑔) 

𝑊ℎ𝑒𝑟𝑒 𝑔 = 𝑡𝑒𝑟𝑚𝑖𝑛𝑎𝑙 𝑔𝑟𝑜𝑤𝑡ℎ 
 
A relatively higher growth than the general economy will indirectly assume that the company will 
outgrow the economy, while a growth factor below the growth in the economy will assume that the 
size of the company will be reduced and eventually dissolve in the distant future (Damodaran, 2006). 
As such, Kaldestad & Møller (2016) argues that the most reasonable growth factor in the terminal 
value calculation should be equal to the expected inflation, as the real growth of the economy most 
likely will be more dependent on the emergence of new companies and industries.  
 

𝑁𝑜𝑚𝑖𝑛𝑎𝑙 𝐺𝑟𝑜𝑤𝑡ℎ 𝑅𝑎𝑡𝑒 𝑖𝑛 𝐸𝑐𝑜𝑛𝑜𝑚𝑦 = 𝐸𝑥𝑝𝑒𝑐𝑡𝑒𝑑 𝐼𝑛𝑓𝑙𝑎𝑡𝑖𝑜𝑛 + 𝐸𝑥𝑝𝑒𝑐𝑡𝑒𝑑 𝑅𝑒𝑎𝑙 𝐺𝑟𝑜𝑤𝑡ℎ 
 
In some cases, the terminal growth should be set below the expected growth in the economy when 
the industry has reached maturity, while a slightly higher growth rate can be expected in new and 
emerging industries. In our model, the terminal growth is set equal to the stated inflation goal of 
Norges Bank at 2%, thus assuming a perpetual growth equal the general inflation of the Norwegian 
economy (Norges Bank, 2020) 
 

𝑇𝑒𝑟𝑚𝑖𝑛𝑎𝑙 𝐸𝑉 =
428

(4,7708% − 2%) = 24 615 𝑀𝑖𝑙𝑙𝑖𝑜𝑛 𝑁𝑂𝐾 

 
As the terminal value is an expression of the value of all future cashflows after year 10 in year 10, 
the calculated terminal value must be discounted to present day. 
 

𝑃𝑟𝑒𝑠𝑒𝑛𝑡 𝑣𝑎𝑙𝑢𝑒 𝑜𝑓 𝑇𝑒𝑟𝑚𝑖𝑛𝑎𝑙 𝐸𝑉 =
𝑇𝑒𝑟𝑚𝑖𝑛𝑎𝑙 𝐸𝑉
(1 + 𝑊𝐴𝐶𝐶)𝑛    𝑊ℎ𝑒𝑟𝑒 𝑛 = 10 

𝐴𝑙𝑡𝑒𝑟𝑛𝑎𝑡𝑖𝑣𝑒𝑙𝑦: 𝑇𝑒𝑟𝑚𝑖𝑛𝑎𝑙 𝐸𝑉 ∗
1

(1 + 𝑊𝐴𝐶𝐶)10 = 24 615 ∗
1

(1 + 4,7708%)10 

𝑃𝑟𝑠𝑒𝑛𝑡 𝑣𝑎𝑙𝑢𝑒 𝑜𝑓 𝑇𝑒𝑟𝑚𝑖𝑛𝑎𝑙 𝐸𝑉 = 24615 ∗ 0,6275 = 15 446 𝑀𝑖𝑙𝑙𝑖𝑜𝑛 𝑁𝑂𝐾 
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Figure 61: Enterprise Value 

 
 
The calculated present value of FCFF gives an enterprise value of 18 509 million Norwegian Kroner 
(NOK). To find the indicated value of equity and subsequently fair value of outstanding shares, it is 
necessary to adjust for net financial obligations and non-controlling interests of the group, and the 
number of outstanding shares.  
 
Figure 62: From enterprise value to share price 

 
 
Net financial obligations found in the analytical balance statement was 7 688 million in 2020, and it 
is assumed to be a representative measure of the market value of financial obligations, financial 
assets as well as cash and cash equivalents.  
 
When there is significant non-controlling interest in a company, Kaldestad & Møller (2016) argues 
that this interest should be valuated specifically. However, when the interest of stakeholders other 
than shareholders of the parent only represents a minor interest in a company and its subsidiaries, 
the book value is a fair measure of the interest (Ibid.). This is also the most used method in practice. 
The non-controlling interest in Bonheur is low, and a specific valuation of the item would not add 
value to the valuation. Thus, the book value of non-controlling interest in the group has been 
deducted from the EV to find the value of operations attributable to shareholders of the parent.  
 

Forecasted period 3 063                  16,55%
+ Terminal value 15 446                83,45%
= Enterprise Value NOK 18 509 Million
- Net financial obligations NOK 7 688 Million
= Equity Value NOK 10 821 Million
- Non-controlling interests NOK 165 Million
= Value attributable to shareholders of the parentNOK 10 655 Million
÷ Shares outstanding 42 531 893         
= Share Price NOK 250,53

Share price 1st March 2021 NOK 252,482
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Given the estimations and input to the DCF model, the value of Bonheur gives a price of 250,53 
NOK per share. The value is based on discounted free cashflows to the 1st of January 2021, while 
the information in the paper is based on information until the 1st of March 2021. As such, the price 
has been discounted 2 months forward by the monthly WACC.  
 

𝑀𝑜𝑛𝑡ℎ𝑙𝑦 𝑊𝐴𝐶𝐶 = (1 + 𝑊𝐴𝐶𝐶)( 1
12) − 1 

𝑀𝑜𝑛𝑡ℎ𝑙𝑦 𝑊𝐴𝐶𝐶 = (1 + 4,7708%)
1

12 − 1 = 0,389% 
𝑃𝑟𝑖𝑐𝑒 1𝑠𝑡𝑀𝑎𝑟𝑐ℎ 2021 = 250,53 ∗ (1 + 0,389%)2 = 252,48 

 
The fair value of Bonheur given the DCF model results in a share price of 252,48 on March the 1st 
2021.  
 
 

10 Valuation 

10.1 DCF Valuation and sensitivity analysis 

As stated in the theory and methodology review, DCF valuation is highly sensitive to the input 
variables in the model. Minor changes in inputs have significant impact on value of the company. As 
such, a sensitivity analysis of the share price given changes in WACC and perpetual growth rate has 
been calculated as illustrated in figure 51.  
 
Figure 63: Sensitivity Analysis 

 
 
The sensitivity analysis shows that a 0,1% change in WACC gives substantial changes in the 
indicated share price, and thus the model is highly sensitive to the WACC. As the WACC derives 
from several input variables, the reliability of the value estimate is vulnerable to the decisions taken 
by the authors. The WACC used to discount the free cashflows to the firm is based on a constant 
capital structure equal to the current capital structure, and future capital structure changes will thus 
change the WACC and the price. The risk-free rate is based on the yield on 10-year Norwegian 
government bond. Choosing a different timeframe or a different bond would result in a different 
WACC.  

Growth in Terminal Value (Gordon Growth Model)
Price 252,48 1,00% 1,20% 1,40% 1,60% 1,80% 2,00% 2,20% 2,40% 2,60% 2,80% 3,00%

5,2708% 110,46 121,60 133,88 147,50 162,69 179,74 199,01 220,96 246,20 275,53 310,02
5,1708% 118,59 130,39 143,43 157,94 174,17 192,45 213,19 236,92 264,35 296,40 334,36
5,0708% 127,12 139,63 153,51 168,99 186,36 205,99 228,36 254,08 283,96 319,10 361,04
4,9708% 136,08 149,37 164,15 180,69 199,31 220,44 244,62 272,57 305,22 343,90 390,42
4,8708% 145,50 159,64 175,41 193,11 213,11 235,90 262,11 292,55 328,36 371,09 422,95
4,7708% 155,43 170,49 187,34 206,31 227,84 252,48 280,95 314,23 353,64 401,04 459,16
4,6708% 165,89 181,96 200,00 220,38 243,60 270,30 301,33 337,81 381,35 434,19 499,69
4,5708% 176,95 194,12 213,45 235,39 260,50 289,51 323,42 363,57 411,88 471,09 545,39
4,4708% 188,64 207,02 227,79 251,45 278,66 310,27 347,45 391,82 445,66 512,40 597,29
4,3708% 201,03 220,74 243,09 268,68 298,24 332,79 373,71 422,93 483,27 558,98 656,77
4,2708% 214,18 235,35 259,46 287,19 319,40 357,29 402,50 457,37 525,38 611,88 725,61

W
 

A
 

C
 

C
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By for example choosing the UK 10-year Glit at 0,75% on March the 1st as an expression of the risk-
free rate, the WACC would be changed to 4,1864%, giving a DCF price of 379,72 NOK (Financial 
Times, 2021). Changing the beta from the calculated and adjusted beta value of 0,9567 to the 1-
year daily beta at 0,8882 will give a WACC of 4,6070%, resulting in a price estimate of 282,39 NOK 
per share. As illustrated in the examples above, slight changes in essential input variables gives 
significantly different price estimates, and the valuation model is therefore seen as highly sensitive 
to the inputs in the DCF model. Implying that choosing other justifiable inputs would yield completely 
different results. 
 
Minor changes in the growth factor used to determine the terminal value will lead to significant 
changes to the price estimate. Forecasting the industry development compared to the general 
economy and potential growth beyond the next ten years is close to impossible, and all estimates 
will include uncertainty (Kaldestad & Møller, 2016). The sensitivity analysis illustrates how changes 
in the perpetual growth rate of the terminal value will affect the stock price. As discussed in the future 
forecast, it is highly unlikely that the perpetual growth rate of a company exceeds the general growth 
in the economy. Dependent on the industry performance and its contribution to the general economy, 
the perpetual growth rate could differ slightly from the inflation rate in declining or expanding 
industries. The sensitivity analysis shows how minor changes in the perpetual growth factor influence 
the value estimate of Bonheur and the corresponding price per share. A perpetual growth rate of 
1,8% gives a share price of 227,84 NOK and a perpetual growth rate of 2,2% gives a share price of 
280,95.  
 
The sum of the assumptions and estimates are individually carefully considered and justified, and 
the sum of these implies a realistic future forecast.  
  

10.2 Relative valuation 

A relative valuation is conducted as a secondary and indirect valuation of Bonheur. In this chapter, 
calculations of several multiples are done in order to compare the relative price of the company in 
relation to its peers. Result-oriented and balance-oriented multiples are both utilized, compared, and 
commented. The relative valuation is based on Bonheur ASAs closing price and comparable 
numbers from the cut off day 1st March 2021, which was 229.50 nok. The relative valuation is most 
useful when access to directly comparable companies are available (Kaldestad & Møller, 2016). The 
ratios are in this segment calculated for the group of companies and compared with the renewable 
peers utilized in the forecast. All the companies have similarities in business activities, but also large 
discrepancies, which is impossible to avoid given Bonheurs unique mix of business activities. 
However, given their focus and investments in renewable energy, it is reasonable to compare them 
with their competitors and previously utilized peers. 
 
Finding correct peer numbers can pose a challenge, and for this we have relied on Refinitivs (Eikon) 
SmartEstimates (Refinitiv, 2021). These estimates put more weight on the most accurate analysts 
and recent analyses. It is updated daily and removes estimates that are more than four months old 
or not updated following significant news.  
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Refinitiv estimates the expected EPS, EBITDA and different revenue measures for the next financial 
year, and the smart estimates are therefore seen as the most optimal measure. For comparison, the 
2020 average values collected from Orbis are used. 
 
P/B Ratio 
The price/book ratio is found by dividing the market value of equity by book value of equity (Kaldestad 
& Møller, 2016). The new firm value is then found by average industry PB * book value of equity per 
share. Bonheurs book value of equity is the share of equity attributable to shareholders of the parent 
company in 2020.  
 
Figure 64: Price/Book calculations 

 
 
Bonheurs P/B is found by dividing the stock price with book value per share. Bonheurs ratio is below 
both averages, and significantly below the most accurate Refinitv average. Orbis gives a price 
slightly below the DCF price, while Refinitv industry average gives a significantly higher price, with 
an equity value per share of 295.9. The P/B for Enel SpA relatively high P/B is not available in the 
Orbis database, which can explain some of the difference. Bonheurs P/B ratio is below the industry 
average, which is not explained by their diversification in industries.  
According to Damodaran (2021b) the P/B average for Publishing & Newspapers in Europe is 2.28. 
And P/B ratios for the selected peers in Media is 3.15 and Cruise 3.08 (Refinitiv, 2021). Ørsted and 
Vestas increase the average P/B, these stocks have both seen significant stock price increases over 
the last year, which could explain their high P/B relative to the industry.  
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The trading premium can have many explanations, but a general belief in these renewable stocks 
by investors is no exaggeration. And more focused renewable energy companies trade at a relatively 
higher price than Bonheur according to the P/B ratio.  
 
 
EV/EBITDA 
According to Kaldestad and Møller (2016) Enterprise value is calculated by the following formula:  

 
For market value of equity, the observable price on the 1st of March 2021 has been multiplied with 
outstanding shares. For debt, the book value of financial debt in the analytical balance statement 
has been used. According to Kaldestad & Møller (2016) and Damodaran (2006), most analysts 
consider book value as a reasonable estimation of debt for valuation purposes. Alternatively, the 
book value of interest-bearing debt in the reported balance sheet could be used. Given the thesis 
focus on the valuation of the underlying operations in Bonheur, the financial obligations presented 
in the analytical balance statement has been considered as the most accurate estimation of 
Bonheurs financial debt, and thus used as debt in the relative valuation. EV/EBITDA data have been 
retrieved from Refinitiv and Orbis, see Appendix (XXx EV/EBITDA calculations). Comparable EV is 
found by industry average EV/EBITDA * EBITDA Bonheur, cash is added, and debt subtracted, to 
find the comparable equity value for the multiple.  
 
Equity value per share is -72.1 for the relied upon Refinitiv SmartEstimate, Orbis industry average 
gives 3.4 equity value per share. EV/EBITDA is significantly higher than the peer group average. 
Damodaran (2021) operates with a higher EV/EBITDA for Green & Renewable Energy in Western 
Europe with 23.22, also well below Bonheurs. As illustrated in the financial analysis, Bonheurs EBIT 
margin for 2020 was approximately -14%, therefore analysing their EV/EBIT for comparison is not 
appropriate.     
 
Figure 65: EV/EBITDA calculations 
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Damodaran (2021) operates with industry averages for 98 industries, and Green & Renewable 
energy EV/EBITDA multiple is among top 10% highest. The generally high EV/EBITDA multiple 
indicates that investors believe in a stronger profitability in the future. Refinitvs estimate for next year 
indicates that investors believe in significantly higher EBITDA the next year. Bonheurs EBIT and 
EBITDA margin is low compared to peers generally, and their 2020 numbers especially, due to the 
stop in Cruise traffic. The multiple value is in accordance and underpin the results from the financial 
analysis. 
 
 
EV/Revenue 
The enterprise value to revenue multiple measure's ability to produce revenue, contrary to operating 
earnings found in the EV/EBITDA multiple. To find the comparable implied enterprise value, revenue 
is multiplied with the comparable multiples. Otherwise, calculations and data collection are like the 
above EV/EBITDA analysis, and revenue is found in the reformulated income statement (see Figure 
17).  
 
Figure 66: EV/Revenue calculations 

 
 
Bonheurs EV/R is significantly lower than the industry average, the relied on multiple from Refinitiv, 
gives a share price of 309.16. As seen in the financial statement analysis, Bonheur has some 
problems with converting revenue to operating profits, and this can explain the peers' higher multiple 
value. It is worth noting that the industry expectations are for lower EV/R, compared to the historical 
Orbis. Indicating that investors believe that the industry will be more profitable in the future.  
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Summary of relative valuation 
 
Relative valuation works best for companies in the same industry and with similar market 
capitalization. It is solely based on casual observations and does indeed not paint the full picture. 
According to Damodaran (2021), the multiple values for the renewable industry are overall high, 
therefore multiples indicating that Bonheur is under-priced, could just as well be symptoms of an 
overpriced industry. Bonheur is also substantially diversified and comparing a company with cruise 
and media built into their multiples, makes the relative valuation more uncertain. However, Bonheurs 
heavy investment in the renewable industry makes the comparison fairer, since investing in Bonheur 
is considered a renewable energy investment, the company has even issued green bonds. The 
multiple valuation indicates that the company is under-priced on the balance oriented multiple P/B, 
the two result-oriented multiples give completely different answers. Their revenue compared to 
enterprise value indicates an under-priced company, but their ability to convert revenue to profit, 
EV/EBITDA, indicates the exact opposite. This is in line with the findings in our financial analysis.  
 

11. Discussion  
A discussion regarding our findings, and how the authors interpret these to produce a concluding 
trading recommendation follows.  
 
Figure 67: Observable share prices and price estimates 

 
 
There are several interesting findings among the possible share prices. The authors do not believe 
that the relative valuation, both average and individual multiples, should be given substantial weight. 
The uncertainties related to valuing the company in comparison with the peer group are substantial. 
Primarily due to Bonheurs unique combination of business activities, and secondly the large 
variations in multiples between the individual comparable companies, making the average multiple 
value for peers influenced by outlaying values. The fact that the average sums of the relative 
valuation (177.65) is below the observed, is due to the negative EV/EBITDA. By using other 
multiples, it would be possible to find that the company is highly under- or over-priced. The diverging 
results of the relative valuation contributed little realistic input to the stocks future performance, but 
did underpin findings in the financial analysis. 
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Finding a higher or lower price is also possible for the relied on DCF price. However, the authors 
have made estimations based on the sum of substantial amounts of quantitative and qualitative data, 
to produce the future forecast. This does not eliminate uncertainties, and to illustrate this some 
examples and their repercussions for the share price follows. If the five-year average historical 
EBITDA margin in offshore wind and shipping is constant in the future, it will all else equal yield a 
DCF share price of 160.07. If the other investments segment is discarded in the future cash flow 
estimation, e.g., assuming zero EBITDA and Capex in the segment, the stock price is 223.05. If the 
group of companies total EBITDA margins increase or decrease by one basis point this would yield 
a share price of 319.58 or 185.36 (appendix 19 & 20). If we had set the cut-off date to 2nd march 
instead of 1st, this would have had a significant impact on our thesis. As the stock ended on a price 
of 238.5 the second march, up from 229.5 the day before, which has been used in this thesis. This 
would have changed the capital structure of the company and thus the WACC from 4.7708% to 
4.8040% with the following DCF price 246.71. This shows how even the cut-off date represents a 
risk related to the conclusion of this thesis. 
 
The above examples are indeed plausible scenarios, as a result of the change in one, all or a 
combination of the input variables. Despite this, the careful considerations of the input and 
substantial analyses, gives reason to believe a realistic or close to realistic valuation is found. 
 
 
The DCF price is 10.0% higher than the traded price 01. March 2021, and 5,9% higher than the 
traded price 02. March. This implies that the stock is either undervalued or there is a discount 
present. There are currently three brokerage firms covering the Bonheur stock, all with a “buy” 
recommendation and a median target price of 275 (Dagens Næringsliv, 2021). Jørgen Torstensen 
in Fearnley Securities upgraded the target price of the stock from 270 to 310 in January 2021 (Grini, 
2021). The brokerage firm's analyses and the assumptions behind the presented target prices are 
privileged information, and hence discussing their inputs in relations to ours, is not possible. It does 
however serve as a sanity check, since our DCF price is indeed between the brokerage target prices 
and todays traded price.  
 
The governance issues and conglomerate nature of the company also indicated that investors would 
demand a discount on the stock. Producing a precise discount required for the governance related 
issues is complicated, and literature is divided on the issue. The authors do believe that some 
discount should be present, and that the 10% potential upside is too low for a buy recommendation. 
Further it is not seen as likely that Bonheur will outperform its peers, and the company comes with 
more noise than other pure renewable players with more sophisticated governance mechanisms. 
Following this, a hold recommendation is initiated.  
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12. Conclusion 
 
The objective of this thesis has been to provide a credible share price estimate and produce a trading 
recommendation for Bonheur ASA. The company and the research objective were chosen to 
examine why a traditional oil and shipping industry conglomerate managing the Olsen family's 
fortune, has risen to new hights as one of few renewable energy companies on the Oslo stock 
exchange. Quickly the authors realized that a discount on this value is implied, given the ownership 
and conglomerate structure. Therefore, a strategic and financial analysis and a valuation has been 
conducted, focusing on their two growing segments, renewable energy and offshore wind and 
shipping.  
 
The macroeconomic environment was analysed using the PESTEL framework. The industry was 
found to be highly dependent on its macro environment. The political and legal powers drive the 
industry forward, with legally binding CO2 reduction goals, demanding increased production of 
renewable energy. Economic factors with high impact included a rapidly falling LCoE making the 
industry increasingly profitable, driven by technological advancements. The low interest rates made 
equity and debt securing cheaper, while volatile electricity prices and reduction in subsidies made 
future cashflows more unsecure. Social resistance on deployment of onshore wind combined with 
an increased focus on reducing environmental impact, results in both positive and negative 
contribution to the industry outlook. Favourable wind conditions were found in Bonheurs main 
markets, making wind turbines the preferred technology in northern UK as well as the Nordics.  
 
Porters 5 forces was used to analyse the competitive environment for Bonheur, were offshore wind 
and shipping, as in the PESTEL analysis, found favourable future outlooks following increased 
demand. The competitive environment was found to be moderate to high, and profit generation 
possible in both segments. Reasons for a stock discount and potential risks were revealed in the 
corporate governance review.  
 
The balance sheet of Bonheur was restated to determine Bonheurs profitability and performance in 
a financial analysis, based on historical numbers with todays segments. The analysis found a general 
growth in revenue, mainly as result of expanded operations in offshore wind and shipping. The most 
profitable business segment is renewable energy, with significantly higher EBITDA margins than 
peers. Other investments had a negative performance throughout the period, and Cruise halted due 
to the pandemic. 
 
A SWOT analysis combined the strategic and financial analysis, highlighting the crucial factors and 
value driver for Bonheurs future performance. Opportunities in their external environment and long-
term view was among the reasons to believe in improved operating profits.  
 
The discounted cashflow valuation method was relied upon to determine a fair value of Bonheur. 
Inputs was based on the historical financial performance and future outlooks found in the strategic 
analyses. Resulting in a share price of 252.48 NOK, indicating a potential upside, discount, or a 
combination of the two, amounting to 10.0%. The result was analysed for sensitivity to input variables 
and found to be highly sensitive, implying importance of correct input variables for the valuation to 
be realistic. The chosen inputs were argued and accounted for throughout the future forecast, and 
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the result is relied upon. Simultaneously the uncertainties in predicting the future are acknowledged, 
and the different share prices in the sensitivity analysis seen as plausible future scenarios. A relative 
valuation was conducted to compare Bonheurs share price with peer companies, the findings were 
in alignment with our findings in the financial analysis. The results are less relied upon for pricing 
Bonheur, due to their unique business mix and consequent differences from peers. 
 
Lastly, a discussion of the theoretical share price of 252.48 NOK resulted in a hold recommendation, 
as the 10% upside is not seen as substantial for a conglomerate company with agency problems 
affecting minority shareholders.  
 
 
 
 

12.1 Further research 

In writing the thesis, the authors encountered several questions and uncertainties that represents 
interesting topics for further research.   
 
One factor that has been left relatively unexploited is the electricity production in the Renewable 
Energy segment, and its sensitivity to wind speeds and weather. The lack of information on output 
from Bonheurs owned wind parks makes such an analysis hard to conduct without privileged 
information. However, one could imagine a model building approach collecting historical wind data 
from their locations, historical prices for electricity sold and subsidies received, in relation to the 
segment’s profits. This data could potentially be better at forecasting future income then simply 
looking at historical income, if sufficient and correct data is included. A simpler analysis of electricity 
prices and power generation could alter some of the estimations in the thesis, giving a more precise 
estimation on expected revenue in the segment. Although the topic could be researched further, 
limitations on available data, especially amounts of electricity sold in the respective markets, would 
make correct estimations difficult to produce. 
 
Following Bonheurs diversified business operations, the question of the separate value of the entities 
arose over the course of writing this thesis. Some examples of success on the Oslo Stock Exchange 
are present over the last years. During 2020, the industrial conglomerate AKER Solutions spun out 
two subsidiaries with operations in renewable energy (Njøsen & Horntvedt, 2020). Financial media 
outlets reported the spin outs as successful, yielding great returns to AKER Solutions’ shareholders 
(Ibid.). Researching the potential of a similar strategy for Bonheur and the effects on shareholder 
value would be interesting, especially if Bonheur’s shares indeed trade at a discount due to the 
conglomerate structure. This could affectively help answer another unanswered question, namely 
the exact conglomerate discount demanded by investors. Researchers argue for variable amounts, 
from 0 to 15%. Ex-post analysis has been conducted on several stock exchanges, with varying 
results. There seems to be a lack of a consistent framework for determining the exact conglomerate 
discount. Answering the question of individual segment value for Bonheur, could be effective in 
answering what the implied discount is for Bonheur. 
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Regarding the methodology of the thesis, a more comprehensive analysis of the Cruise and Other 
Investment segments could have been conducted. The implications of coronavirus have been 
extensive in the cruise industry, and further research regarding the expected return to “the new 
normal” could potentially alter some of our estimations. In terms of internal analyses, the lack of 
transparent information from the company made it difficult to perform accurate internal analyses with 
theoretical frameworks such as a VRIN/VRIO or Porters’ Value Chain.  
 
As a final remark, it should be noted that after the cut-off date, Bonheur released their Annual 
Report of 2020. For the first time, the annual report included an ESG report, bringing forward new 
and more comprehensive information of value and potential impact on the thesis.   
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APPENDIX 
Appendix 1 New installations and LCOE 2011-2019 (from EC, 2021)  

 
 
Appendix 2 ESG scores for comparable companies (from Refinitiv Eikon Database) 
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Appendix 3: Electricity production by source 2019 
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Appendix 4: Calculated offshore drilling income statement based on the differences of reported 
numbers of the financial year of 2017 in the Annual reports from 2017 and 2018 
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Appendix 5: Calculated historical income statement related to Offshore Drilling operations. 
Numbers collected from the financial database ORBIS by Bureau van Dijk 

 
Notes to the historical income statement related to Offshore drilling: 
The offshore drilling segment's revenue contribution to the group has been disclosed in all annual 
reports, making it easy to adjust the revenue by simply subtracting the offshore drilling revenue 
from the group's restated income statement. For the years 2016 and 2015, there is no information 
regarding the portion of revenue in offshore drilling stemming from gain on sale from property, 
plant and equipment. Thus, the income adjustments of the group in the abovementioned years will 
only be applicable for operating income. Operating income from offshore drilling activities 
accounted for 61% and 56% of total revenue in the group in 2015 and 2016 respectively.  
 
As for operational expenses, only the total sum of operational expenses on segment basis has 
been disclosed in the annual reports. By comparing the presented and re-presented income 
statement for the financial year of 2017 we can find an estimate of the allocation of the total 
operating expenses to the standardised accounts of “Cost of sales”, “Salaries and other personnel 
expenses”, “Other operating expenses” and “Loss on sale of property, plant and equipment” 
(Appendix 5).  It is assumed that the percent of total operating expenses of those items has been 
stable in the previous period and that the 2017 numbers are representative for the entire period.  
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 It is calculated that 4,12% of total operating expenses in offshore drilling are allocated to Cost of 
sales, 47,15% to Salaries and other personnel expenses, 48,72% to Other operating expenses and 
0,01% of total operating expenses in offshore drilling are related to the item Loss on sale of 
property, plant and equipment. The indicated loss on sale of property plant and equipment in 
offshore drilling insignificantly low in 2017, it is assumed that the line is 0% of the distribution of 
total operating expenses in 2015 and 2016, while the 0,01% are transferred to the line-item Other 
operating expenses.  
 
Depreciation and impairment are presented on segment basis in the notes of the annual reports, 
and the amounts related to offshore drilling have been subtracted in the restated statements. As 
associates in the group are connected to the renewable energy segment and other investments, no 
adjustments are made related to the discontinued operations in offshore drilling.  
 
Interest income and interest expenses has also been allocated to the different operating segments 
of the group in the notes of the annual reports, and the amounts allocated to offshore drilling has 
been subtracted from the restated statements. There is no information regarding the allocation of 
other financial income and expenses related to the offshore drilling segment in Bonheur’s reports. 
As the financial report from Bonheur quotes tax and profit after tax related to the offshore drilling 
segment, we can calculate earnings before tax. From there, other financial expenses related to 
offshore drilling have been derived from the difference between earnings before tax and EBIT + 
interest income - interest expenses. The differences are then allocated to either other financial 
income or expenses in the offshore drilling segment. Financial items allocated to offshore drilling 
have been subtracted from the restated income statement.  
 
Tax expenses related to the Offshore Drilling segment have been presented in the notes of 
Bonheur’s annual reports, and the restated income statement has been adjusted for tax income or 
expenses related to offshore drilling. Finally, the allocation of profit/loss to minority interest and 
shareholders of the parent has been adjusted by subtracting the distribution from offshore drilling 
from the reported earnings of the group. As Bonheur had a 52,26% ownership in the offshore 
drilling operations for the entire period, 52,26% of the profit/loss from Offshore drilling has been 
subtracted from the allocation to shareholders of the parent while 47,74% has been subtracted to 
the amount allocated to minority interests in the group.  The abovementioned restatements give 
the historical income statement related to offshore drilling as illustrated in appendix 5 above.  
 
 
 
 
 
Appendix 6: Adjustments made to the historical asset statements of the group related to the 
discontinued operations in Offshore Drilling. Financial data based on information collected from the 
financial database ORBIS by Bureau van Dijk 
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Appendix 7: Adjustments made to the groups historical equity and liabilities related to the 
discontinued operations in Offshore Drilling. Based on data collected from the financial database 
ORBIS by Bureau van Dijk 
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Appendix 8: Description of group peers in the renewable energy industry and short on their primary 
business activities. Created by authors based on information from Reuters.com 

 
 

Company Description
Arendals 
Fossekomp
ani ASA

Arendals Fossekompani ASA is a Norway-based company active within the energy industry. Arendals 
Fossekompani is a green-tech investment company that owns energy- and technology-related companies 
which enable the transition to a green economy.

Orsted A/S
Ørsted is the global-leader in offshore wind power, and supplies large-scale and cost-competitive offshore 
wind energy, onshore wind energy, and solar energy solutions.

EDP 
Renováveis 
SA

EDP Renovaveis SA, also known as EDPR, is a Spain-based company active in the renewable energy sector. 
The Company's activities comprise the development, operation and maintenance of such electric power 
stations as hydroelectric, wind, solar, tidal, biomass and waste plants, among others.

E.ON SE

A European electric utility company based in Essen, Germany. It runs one of the world's largest investor-
owned electric utility service providers. E.ON SE operates as an international and privately-owned energy 
supplier. The Company's main segments are renewable, developing and operating renewable assets, 
energy networks, power and gas distribution business, and customer solutions which develops energy 
solutions.

Fortum Oyj
Fortum Oyj is a Finland-based company engaged in the generation and sale of electricity and heat, and 
operation and maintenance of power plants, as well as energy-related services.

RWE AG
RWE AG (RWE) is a Germany-based holding company. The Company is engaged in the generation, 
transmission, distribution, and trading of electricity and gas.

Enel SpA
Enel SpA is an Italy-based multinational power company and an integrated operator in the global power, 
gas and renewables markets.

ABO Wind 
AG

ABO Wind AG is a Germany-based company engaged in development of wind energy projects both 
domestically and internally. The Company plans and develops wind farms in Germany, France, Spain, 
Ireland, the United Britain, Belgium and Bulgaria. 

Iberdrola SA
IBERDROLA, S.A. is engaged in carrying out electricity and gas activities in Spain and abroad. The 
Company's segments include Network business, Deregulated business, Renewable business and Other 
businesses.

Vestas 
Wind 
Systems 
A/S

Vestas Wind Systems A/S is a Denmark-based company active within the wind power industry. The 
Company operates through two segments, Project and Service. The Project segment is responsible for sale 
of wind power plants and wind turbines, among others. The Service segment contains provision of services 
related to the Company's offer, as well as sale of spare parts and other activities

Source: Owners own creation, with information from Reuters.com
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Appendix 9: Description of Cruise peers 

 
 
 
 

Company Name Description and history

CARNIVAL 
CORPORATION

The Company operates as a cruise and vacation company in the United States and 
internationally. It is the world's largest leisure travel company and among the most 
profitable and financially strong in the cruise and vacation industries.  The Company is 
also the largest cruise company, carrying nearly half of global cruise guests, and a 
leading provider of vacations to all major cruise destinations throughout the world.  
With operations in North America, Australia, Europe and Asia, it operates a portfolio of 
leading global, regional and national cruise brands that sell tailored cruise products, 
services and vacation experiences on 104 cruise ships to the world's most desirable 
destinations.

NORWEGIAN CRUISE 
LINE HOLDINGS 
LIMITED

The Company is a cruise line operator, offering cruise experiences for travellers with a 
wide variety of itineraries in North America (including Alaska and Hawaii), the 
Mediterranean, the Baltic, Central America, Bermuda and the Caribbean. The Company 
offers cruises ranging from 1 day to 180 days itineraries to approximately 510 
destinations worldwide.  The Company offers its products through independent travel 
agents, wholesalers, and tour operators.  It operates 22 ships under the Norwegian 
Cruise Line, Oceania Cruises, and Regent Seven Seas Cruises brands with 
approximately 45,000 Berths.

ROYAL CARIBBEAN 
CRUISES LIMITED

The Company is engaged in deep sea passenger transportation and ships and is the 
world’s second largest cruise company. They own Royal Caribbean International, 
Celebrity Cruises,Pullmantur,Azamara Club Cruises, CDF Croisières de France and a 
50%joint venture interest in TUI Cruises. Together, these six brands operate a 
combined 44 ships in the cruise vacation industry with an aggregate capacity of 
approximately 110,900 berths.  The ships operate on a selection of worldwide 
itineraries with 490 destinations on all seven continents.  It operates two brands, Royal 
Caribbean International and Celebrity Cruises, in the cruise vacation industry. The 
cruise vacation industry comprises budget, contemporary, premium and luxury 
segments. Its ships operate on a selection of worldwide itineraries that call on 
approximately 160 destinations. It competes principally based on quality of ships, 
quality of service, variety of itineraries and price.

Sources: Authors own creation. Based on infromation from the last available financial report of each company and 
ORBIS financial database by Bureau van Dijk. 
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Appendix 10: Description of peers from the media and publishing industry. Descriptions are 
collected from ORBIS financial database by Bureau van Dijk 

 
 
Appendix 11: Historical EBITDA margins for peers in the renewable energy industry. Averages 
from 2020 does not include Enel SpA or Arendals Fossekompani ASA as those companies was yet 
to publish their 2020 annual reports when the table was created. Ratios has been gathered from 
ORBIS financial database by Bureau van Dijk.  

Company Name EBITDA Margin 

  FY2016 FY2017 FY2018 FY2019 FY2020 
Arendals Fossekompani ASA 12,0% 11,2% 12,4% 16,1% -/- 
Orsted A/S 29,8% 28,0% 18,7% 27,2% 31,3% 
EDP Renovaveis SA 71,7% 74,4% 71,7% 75,0% 71,2% 
E.ON SE 4,2% 11,0% 10,0% 11,6% 13,3% 
Fortum Oyj 27,9% 28,2% 28,5% 32,4% 5,4% 
RWE AG 18,8% 9,0% 1,0% 21,8% 22,8% 
Enel SpA 20,8% 19,4% 19,8% 21,9% -/- 
ABO Wind AG 28,1% 25,7% 21,6% 21,9% 23,3% 
Iberdrola SA 28,4% 22,6% 25,9% 26,7% 29,1% 
Vestas Wind Systems A/S 17,8% 16,6% 13,8% 12,8% 9,4% 
Arithmetic Mean 26,0% 24,6% 22,3% 26,7% 25,7% 
Median 24,4% 21,0% 19,2% 21,9% 23,0% 
 
 

Company Name
Main products and 

services
Primary business activity Market Position

SCHIBSTED ASA
Publishing of newspapers 
and books

Engaged in the publishing of 
newspapers and books

The leading Scandinavian 
media firm

DAILY MAIL AND 
GENERAL TRUST PLC

Together with its subsidiaries 
(digital, information, events, 
and media businesses)

Together with its 
subsidiaries, the company is 
engaged in digital, 
information, events, and 
media businesses in the 
United Kingdom and 
internationally

One of the largest media 
holding companies in the 
world

SANOMA OYJ

Publishing of magazines, 
books and newspapers and in 
television and other electronic 
media activities

Engaged in publishing of 
magazines, books and 
newspapers and in television 
and other electronic media 
activities

Leading media group in the 
Nordic region operating in 
versatile fields of media in 
over 20 European countries

Source: Downloaded Company description from Orbis Financial Database
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Appendix 12: Peer's Interest Coverage Ratios. Data collected from the financial database ORBIS 
by Bureau van Dijk 

 
 
 
 
 
 
 
 
 
Appendix 13: Bonheur Capital Structure calculations. Authors own creation. 

 
 
 
 
 
 
 
 
 
 
 
 
 

Interest coverage ratio Peers FY2015 FY2016 FY2017 FY2018 FY2019 FY2020
ENEL SPA 2,27 0,65 2,88 3,76 2,90 X
E.ON SE 0,04 -0,91 3,82 2,28 2,43 1,67
FORTUM OYJ 3,97 3,27 5,31 5,81 6,23 12,73
IBERDROLA SA 3,00 3,87 1,86 3,85 4,06 4,43
RWE AG 0,12 -1,01 0,98 2,09 0,45 -0,80
VESTAS WIND SYSTEMS A/S 27,49 34,66 42,14 24,24 15,94 10,15
ORSTED A/S -1,35 3,50 10,14 4,66 4,58 3,01
EDP RENOVAVEIS SA 1,74 1,43 2,23 3,18 1,96 2,47
ARENDALS FOSSEKOMPANI ASA 5,79 4,43 6,28 4,08 2,71 X
ABO WIND AG 9,08 17,76 21,41 17,19 14,03 15,08
Arithmetic Mean 5,21 6,77 9,70 7,11 5,53 6,09
Median 2,63 3,38 4,57 3,96 3,48 3,72
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Appendix 14: Capital structure calculations peers in renewable energy. Authors own creation 
based on financial data collected from Orbis financial database by Bureau van Dijk.  

 
 
 
 
Appendix 15: Covariance, Variance and Beta calculations. Authors own creation. Index and stock 
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prices have been downloaded from Euronext Markets: https://live.euronext.com/ 
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Appendix 16: Bonheurs historical income statement ratios. Authors own creation 
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Appendix 17: EV/EBITDA calculations 
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Appendix 18: EV/ Revenue 
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Appendix 19: Price estimate given a one percentage point increase in EBITDA Margins 

 
 
 
 
Appendix 20: Price estimate given a one percentage point decrease in EBITDA margins 

 
 

Numbers in million NOK

Boneheur G2021 G2022 G2023 G2024 G2025 G2026 G2027 G2028 G2029 G2030
Total Operating income 5 755        7 763        8 829        9 574        10 422      11 112      11 582      11 952      12 267      12 610      
Operating costs 4 793-        5 998-        6 632-        7 081-        7 542-        8 142-        8 528-        9 034-        9 393-        9 715-        
EBITDA 962           1 765        2 197        2 493        2 880        2 969        3 054        2 917        2 875        2 895        -            -            -            -            -            -            -            -            -            -            
Depreciation and amortization 1 280-        1 292-        1 303-        1 359-        1 409-        1 454-        1 494-        1 529-        1 560-        1 587-        
EBIT 318-           472           894           1 134        1 470        1 515        1 561        1 389        1 315        1 308        
Tax on operating income -            34-             197-           249-           323-           333-           343-           305-           289-           288-           
NOPAT 318-           438           697           884           1 147        1 182        1 218        1 083        1 026        1 020        

+Depreciation 1 280        1 292        1 303        1 359        1 409        1 454        1 494        1 529        1 560        1 587        
Gross CF 962           1 731        2 000        2 244        2 556        2 636        2 711        2 612        2 585        2 607        
Capital expenditures 1 395-        1 395-        1 833-        1 831-        1 829-        1 827-        1 825-        1 823-        1 820-        1 818-        
CF after CAPEX 433-           336           167           413           727           809           886           789           765           789           
Non-Cash Working Capital 249          249          249          249          262          280          292          301          309          317          
Change non-cash WC -            -            -            -            13-             17-             12-             9-               59-             9-               
FCFF 433-           336           167           413           714           792           875           780           706           780           

t 1 2 3 4 5 6 7 8 9 10
WACC 4,7708% 4,7708% 4,7708% 4,7708% 4,7708% 4,7708% 4,7708% 4,7708% 4,7708% 4,7708%
Present value of FCFF 412,9-        306,2        145,2        342,4        565,8        598,7        631,1        537,2        464,0        489,7        
Net present value forecast 3 667,4     
Terminal value 28 165,1   
Terminal value PV 17 672,9   
Share price 1st March 2021 319,58

Numbers in million NOK

Boneheur G2021 G2022 G2023 G2024 G2025 G2026 G2027 G2028 G2029 G2030
Total Operating income 5 755        7 763        8 829        9 574        10 422      11 112      11 582      11 952      12 267      12 610      
Operating costs 4 908-        6 153-        6 809-        7 272-        7 751-        8 364-        8 760-        9 273-        9 638-        9 967-        
EBITDA 847           1 609        2 020        2 302        2 671        2 747        2 823        2 678        2 629        2 643        0,00% 0,00% 0,00% 0,00% 0,00% 0,00% 0,00% 0,00% 0,00% 0,00%
Depreciation and amortization 1 280-        1 292-        1 303-        1 359-        1 409-        1 454-        1 494-        1 529-        1 560-        1 587-        
EBIT 433-           317           717           942           1 262        1 293        1 329        1 150        1 070        1 055        
Tax on operating income -            -            132-           207-           278-           285-           292-           253-           235-           232-           
NOPAT 433-           317           585           735           984           1 009        1 037        897           834           823           

+Depreciation 1 280        1 292        1 303        1 359        1 409        1 454        1 494        1 529        1 560        1 587        
Gross CF 847           1 609        1 888        2 094        2 394        2 463        2 530        2 425        2 394        2 411        
Capital expenditures 1 395-        1 395-        1 833-        1 831-        1 829-        1 827-        1 825-        1 823-        1 820-        1 818-        
CF after CAPEX 548-           215           55             263           564           636           706           603           574           592           
Non-Cash Working Capital 249          249          249          249          262          280          292          301          309          317          
Change non-cash WC -            -            -            -            13-             17-             12-             9-               59-             9-               
FCFF 547,7-        214,8        54,8          263,2        551,7        618,5        693,8        593,5        514,4        583,7        

t 1 2 3 4 5 6 7 8 9 10
WACC 4,7708% 4,7708% 4,7708% 4,7708% 4,7708% 4,7708% 4,7708% 4,7708% 4,7708% 4,7708%
Present value of FCFF 522,7-        195,7        47,7          218,4        437,0        467,6        500,7        408,8        338,2        366,3        
Net present value forecast 2 457,6     
Terminal value 21 065,6   
Terminal value PV 13 218,1   
Share price 1st March 2021 185,36


