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In a highly fragmented market environment ISRA VISION ranks 
among the leading players for machine vision technologies with a 
strong focus on software solutions. Driven by market trends as well 
as R&D efforts, we expect ISRA’s growth story to continue and 
forecast a revenue growth CAGR of 10.4% until FY 2022/23e. EBIT 
is expected to increase by 10.6% during this period. In addition to 
organic growth, M&A driven growth is very likely. We initiate the 
coverage of ISRA VISION with Buy and a TP of EUR 36.00. 
 

 

ISRA VISION among the technology leaders 

ISRA is one of the leading providers for machine vision solutions 
with specialisation in 3D machine vision. The company’s 
competences are mainly concentrated around the internally 
developed software application. Future demand is driven by more 
complexity and miniaturization, quality requirements and entering 
into new markets. Customer benefits are cost savings, process 
optimization, higher flexibility and a ROI of clearly <1 year. 

Growth story should continue - 5yrs growth CAGR of 10.4% 

The well diversified customer base in various end-markets helps 
ISRA to reduce cyclicality. Overall, we forecast an organic revenue 
growth of 10.4% while the EBIT growth CAGR amounted to 10.6% 
until 2022/23e. 

TP of EUR 36 implies significant upside of 30% 

Given the expected dynamic revenue growth and improving cash 
flows, we believe the DCF model is the most suitable valuation 
method. While our base case scenario implies a TP of EUR 36, our 
bear case fair value stands at EUR 26 per share.  

  

 

Target price (EUR) 36

Share price (EUR) 28

% 2019e 2020e 2021e

Revenues NM NM NM

EBITDA NM NM NM

EBIT adj NM NM NM

EPS reported NM NM NM

EPS adj NM NM NM

Ticker ISRG.DE, ISR GR

Sector Industrials

Shares fully diluted (m) 21.9

Market cap (EURm) 605

Net debt (EURm) -18

Minority interests (EURm) 2

Enterprise value 19e (EURm) 590

Free float (%) 65
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EURm 2017 2018 2019e 2020e 2021e

Revenues 143 153 168 186 207

EBITDA 43 49 53 59 65

EBIT 28 33 37 41 45

EPS 0.94 1.06 1.17 1.30 1.46

EPS adj 0.94 1.06 1.17 1.30 1.46

DPS 0.12 0.15 0.15 0.16 0.18

EV/EBITDA 16.4 19.4 11.1 9.8 8.6

EV/EBIT 24.9 28.6 16.1 14.1 12.4

P/E adj 34.1 41.0 23.6 21.2 18.9

P/B 3.99 4.84 2.78 2.49 2.23

ROE (%) 12.3 12.4 12.4 12.4 12.4

Div yield (%) 0.4 0.3 0.5 0.6 0.7

Net debt 1 (2) (21) (37) (51)
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Investment Case 

 

Exhibit 1: GER: 2018e flat market following long-lasting 
growth 

 Exhibit 2: Double digit revenue growth should continue due 
to constantly increasing applications 

      

 

 

   

 

 

Source: VDMA, Pareto Securities Equity Research  Source: ISRA VISION, Pareto Securities Equity Research 
 

Exhibit 3: ISRA targets long-term gross margin of >60%   Exhibit 4: Very comfortable debt situation enables scope for 
M&A 

      

 

 

   

 

 

Source: ISRA VISION, Pareto Securities Equity Research  Source: ISRA VISION, Pareto Securities Equity Research 
 

Exhibit 5: Working Capital seems weak, but improvement 
already started 

 Exhibit 6: Further M&A very likely, but ISRA has a clear idea 
how to do it 

      

 

 

   

 

 

Source: ISRA VISION, Pareto Securities Equity Research  Source: ISRA VISION, Pareto Securities Equity Research 
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Criteria

 1 + 1 > 4

 Larger market share through 

deeper penetration in the existing 

markets

 Expand technology expertise

 Develop further global presence

- Asia

- North America

- Europe

 Target Markets

- Semiconductor & Electronics

- 3D technologies

- Pharma, Medical

- Food

Financing

 Retain equity ratio of 50%

 Numerous sources of financing

 Industry-dependent acquisition 

benefits

 Optimal target of over EUR 20m

 Target Markets

- Metrology

- Automation 

- Strategic embedded systems

- Specific markets
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ISRA VISION at a glance 

 

Exhibit 7: At a glance 
   

 

 

 

Source: Pareto Securities Equity Research  

 

 
  

Segments

Revenue: Revenue:
y/y y/y

# of employees 

FY 2018

at least FY 2017/18 level

Products/ 

applications

Vision systems to inspect web and individualized products and control a production process, consisting of 

lighting, cameras and lenses, Machine Vision computer, software (which is of high importance - e.g. 

classification, statistics, logging, control), diagnostics, enclosure, defect marking, and installation and 

integration systems.

Robot vision systems in different applications, such as Robot Guidance, Robot Vision or 3D Precision Metrology. 

Techniques used are e.g. 2D, MONO3D, 3D Shape Matching, 3D Photogrammetry, 3D Stereosensor, Area Profile 

Scan 3D, 3D Visual Servo, and others.

9.8%

21.8% 22.0%EBIT margin EBIT margin

> EUR 168m EUR 168m
10.1%

High speed production process, increasing quality requirements and miniaturization of components. Helps 

customers to improve quality and to save costs.

High speed of innovation towards Industry 4.0 / Smart Factory;  increased efficiency driven by extreme 

automation and vertical integration within a company. High precision 3D metrology techniques are on the rise; 

help customers to improve quality and to save costs.

Main global OEMs: BMW, VW, Daimler, Toyota, Hyundai, Fiat, Ford, GM, Nissan-Renault; Posco, manroland, 

Kobusch as well as leading companies in several other industries.

A broad range of leaders from the selected industries: Glass (e.g. ASAHI, Pilkington, Saint Gobain); Solar (e.g. 

LGE, Jinko Solar); Metals (e.g. Nippon Steel Corp, China Steel, Baosteel, Severstal, Posco, Nucor); Printing (e.g. 

PilenPak, Constantia, manroland); Advanced Materials (e.g. Du Pont, Bayer, 3M, evonik, Renolit); Paper 

Industry (e.g. Kimberly-Clark, Norske Skog, APP, wepa, UPM)

AMETEK, Cognex, Perceptron Inc, Keyence, Omron, Vitronic (Solar), Chroma (Solar), AVT Israel, Futec Inc., VMT (Pepperl + Fuchs), framos, INOS, Procemex, BST Eltromat

low double-digit growth

PAS estimates Guidance FY 2018/19e:

Industrial AutomationSurface Vision

Main 

competitors

EUR 167m

Drivers

Market share/ 

positioning

Customers

Worldwide leading in surface inspection of web materials and individualized products. A top 3 provider of machine vision systems and solutions, specializing in particular the area of 3D machine vision.

Entry barriers/ 

competitive 

advantage

High technological entry barriers / global sales and service network; widespread product, end-customer and reginal diversification, ISRA VISION covers the whole value-added chain for the customer (one-stop-shopping 

possibility)

Strategy & 

Guidance

Strategy:

(I) Penetrate further niche markets

(II) External growth through acquisitions

(III) Innovative products for Smart Factory Automation

(IV) Increase customer service and support

Consensus

2018
Sales  (EURm) 152.5 EBITDA (EURm) 49.0

Sales & EBIT 

Split

Sales split by region (FY 2017/18) Sales split by segments EBIT split by segments Group revenue and EBIT margin

Management 

& shareholder 

structure

Enis Ersü Shareholder structure

Founder & CEO 

• Developed the company from a University start-up 

• Over 30 years experience in machine vision solutions

• Graduated with a Masters degree in Electronic Engineering

   from TU Darmstadt

723

EBIT (EURm) 33.2 Sales 5Y hist. CAGR 11.2%

y/y Margin 32.1% Margin 21.8% Organic growth y/y -
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SWOT Analysis 

 

Exhibit 8: SWOT 
   

 

STRENGTHS WEAKNESSES 

 ISRA globally ranks among the technology 
leaders 

 Product portfolio serves well diversified 
industrial end-markets - limiting the risk 

 ISRA offers a global sales and service 
network 

 Strong profitability (e.g. EBIT growth CAGR 
2009/10 to 2017/18 of 14.2%) 

 

 Major part of the group’s value added is 
located in Germany; cost disadvantage versus 
Asian competitors 

 Working Capital management has some room 
for improvement 

 

OPPORTUNITIES THREATS 

 Entrance into new market segments (e.g. 
pharma) and regions like e.g. Asia (more?) 

 Current market penetration for Generic 
Standard Products has upside potential 

 Expansion of the sales and service business 

 Participating in Smart Automation 
technologies 

 Speed of innovation probably will increase  

 Hiring skilled employees has become more 
difficult 

 ISRA is depending on its current CEO, in our 
view 

 Low visibility with regard to future revenue 
prospects 

 

 

Source: Pareto Securities Equity Research  

 

 
ISRA VISION ranks among the leading players in its various end markets thanks 
to its leading technology and the speed of innovation. In addition to the 
strengths mentioned above we believe it is worth to mention that ISRA VISION 
to some extent is comparable to a family-owned company with a strong focus 
on the long-term development of the group. Furthermore the group has a solid 
track record in acquiring other companies.  
In our view there are enough opportunities for further growth and to reach its 
medium-term revenue target of EUR 200m+. For the core business the group 
can penetrate further existing markets with the current product portfolio. 
Developing new markets may be mainly directed to Southeast Asia and Eastern 
Europe in addition to strengthening the American footprint. New and 
innovative products are further areas of growth. 
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Company Profile 

 
ISRA VISION AG is one of the leading providers in machine vision solutions, 
with specialization in 3D machine vision. The company’s competences are 
concentrated around the internally developed applications, which connect the 
ISRA’s expertise in machine vision with marketable soft- and hardware 
components. Over the last years since its IPO in 2000, the company has 
achieved a revenue CAGR of 14.2%, reaching EUR 152.5m in FY 2017/18 
(ended on September 30). Headquartered in Darmstadt, Germany, ISRA 
VISION currently employs approximately 800 people in more than 25 locations 
worldwide. 

 

History 

 
Origins of ISRA VISION AG stem from Technische Universität Darmstadt, where 
Enis Ersü developed a unique Robotic Vision technique in analogy to the human 
eye. Subsequently, in 1985, Mr. Ersü co-founded a predecessor-company to 
develop and market his invention. Following a management-buy-out in 1997, 
Mr. Ersü established ISRA VISION, which inherited a 30-employee team, as well 
as the customer base, and the entire ISRA-Machine-Vision-Technology. The 
anew formed company has then become publicly listed in 2000. 
With over 30 years of experience and sustained focus on machine vision 
technologies, ISRA has established itself as the leader in surface inspection of 
web materials, and one of the forerunners in 3D machine vision technology. 
Throughout its history the company has received a number of awards, including 
the “Hesse-Champion” in 2012 and the “German Business Innovation Award” in 
2015. After their listing in the TecDAX ISRA’s shares now are also included in the 
SDAX since September 2018. 
 

Business Model 

 
ISRA VISION operates in the market of Image Processing Systems, and 
specializes on the machine vision solutions. The company develops and 
distributes products and systems with an own design, as well as services in the 
field of imaging, image processing, and image analysis for a range of industrial 
processing applications (i.e. process optimization, quality assurance, robot 
control, and other) and can be considered as a technological leader in this area.  
 
The vision systems of ISRA consist of hard- and in particular software 
components, which ensure high definition of imaging and allow for processing 
of the image with a significantly higher precision compared to a human eye. The 
hardware parts of the vision system include one or several camera(s)/sensor(s) 
(which may be attached to a robotic arm) to capture the image, a computer to 
process the information (which might be embedded in the camera), and 
additional components such as lighting and displays. Most of the hardware 
parts are purchased by the company externally and assembled into a single 
system, making ISRA a one-stop-shop solution provider. 
 
The software component represents the core competence of ISRA VISION. The 
software modules apply the company’s know-how in fundamental and 
application technology in the field of machine vision. Each software module 
solves a specific application problem, as part of the process of image capturing 
and processing. This modular structure allows for rapid adjustment through 
development of additional modules. In this way, ISRA VISION is able to offer 
both generic standard and specific solutions modified for a particular industry’s 
needs (see Exhibit 14 for the covered industries). This approach allows ISRA to 
achieve considerable scale effects by using the modular concept and by 
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marketing the standard products, and serve niche sectors (by adjusting these 
standard products). 
 
The Machine Vision solutions offered by ISRA VISION cover three broad areas: 
• Surface Vision – enables optical inspection of glass, foils, and advanced 

 materials, as well as paint finished surfaces, and other 
• Robot Vision – provides for robot guidance for such tasks as positioning, 

assembly, handling or paint finishing 
• 3D Precision Metrology – facilitates quality control for part inspection, 

and measurement technologies in real-time production. 
 
Additionally, when in use, vision systems generate a large amount of data (“Big 
Data”) on the production process and the product itself, and can provide deep 
insights on its quality. Under the brand name of e.g. 

E
PROMI (Enterprise 

Production Management Intelligence), ISRA VISION offers production analytics 
software solutions to handle these data, present the results (in a clear 
ECOCKPITs), and to assist in detection of patterns and relationships. The 
obtained data may help not only to identify product quality optimization and 
process in-efficiency areas, but also to differentiate between the products 
based on its characteristics, determined by high definition image processing 
(e.g. wood producer can determine a higher quality of the product to maximize 
its revenue). 
The company is active in a fast-paced market, which requires a high rate of 
innovation and R&D investment. Over the last years ISRA VISION constantly 
increased its R&D spending (Exhibit 9). As a result, ISRA VISION has acquired a 
substantial number of patents to maintain its innovation edge. As of October 
2018, the German Patent and Trademark Office (DPMA) website indicates more 
than 200 patents held by ISRA VISION alone, or in cooperation with other 
companies. 
 

Exhibit 9: R&D-spending development  Exhibit 10: Revenue and EBIT margin development 
      

 

 

   

 

 

Source: ISRA VISION, Pareto Securities Equity Research  Source: ISRA VISION, Pareto Securities Equity Research 

 

 

Financial Performance  

Over the last years ISRA VISION has shown impressive growth development, 
while maintaining its operating margin around a remarkable 20% (Exhibit 10). 
With c.7% yoy increase, the company achieved revenues of EUR 153m in FY 
2017/18, which corresponds to a 5-year CAGR of 11.2%. EBIT has grown c.17% 
yoy to EUR 33m in FY 2017/18, exhibiting a CAGR of 14% since FY 2012/13. 
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Operating segments 

 
ISRA VISION operates through two segments – Surface Vision and Industrial 
Automation. With nearly three quarters of the total revenues, Surface Vision is 
clearly a dominant operating area of the company (Exhibit 11). 
 

Exhibit 11: Divisional split FY 2017/18  Exhibit 12: Segment development: Surface Vision 

      

 

 

   

 

 

Source: ISRA VISION, Pareto Securities Equity Research  Source: ISRA VISION, Pareto Securities Equity Research 

 

 
Surface Vision segment has generated nearly EUR 112.7m in revenues and EUR 
23.8m of EBIT (i.e. 21.1% margin) in FY 2017/18 (Exhibit 12). The vision systems 
of this segment are deployed for inspection of web products during the 
production process. The early-stage examination allows for determination of 
products with defects, and preventing their progression along the production 
process. Through implementation of algorithms, the vision systems solutions 
are also able to classify, document and visualize information about the nature 
of irregularities in the production process. As a result, the vision systems 
provide for consistent and objective quality control for production lines of the 
highest speed level, and more important continuous process optimization. The 
segment is organised in several target markets, which also represent the 
addressed industries. These include glass, metals, paper, print, advanced 
materials (former plastics, covers now >40 materials), security (which focuses 
on high-security paper, i.e. banknotes), solar, and the relatively new 
semiconductor business. 
 
Industrial Automation segment reported EUR 39.8m revenues and EUR 9.4m of 
EBIT (i.e. 23.7% margin) in FY 2017/18 (Exhibit 13). The vision systems of 
Industrial Automation segment are utilised as artificial eyes for industrial robots 
deployed in the production process. It provides data on location of objects and 
allows a robot arm to handle 2D- or 3D-tasks. While the former refers to 
positioning of an object in a predetermined plane (i.e. rotation and 
displacement), the 3D vision systems allow for contactless localization of an 
object in space (i.e. transposition). Accordingly, the vision systems solutions 
equip a robot with location and position recognition functions and, combined 
with a robot guidance program, enable it for execution of high-precision tasks in 
palletizing, assembling, commissioning, (un-)loading, etc. Examples of vision 
systems employment include automotive cockpit insertion and 
chassis/powertrain marriage positioning.  
 
The modern “Touch & Automate” portfolio of products of ISRA VISION has 
advanced the technology further, and developed the so called “smart sensors”. 
These sensors have an embedded intelligence and are able to communicate 
between each other, while being connected to a database via WLAN. The 
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simplified installation procedure makes these products especially appealing for 
robot integrators, line builders or OEM partners. 
 

Exhibit 13: Segment development: Industrial Automation  Exhibit 14: Selected customers by application 
      

 

 

   

 

 

Source: ISRA VISION, Pareto Securities Equity Research  Source: ISRA VISION, Pareto Securities Equity Research 

 

 

Customer and geographical split 

 

From the customer perspective, the products and services of ISRA VISION have 
an actual impact on efficiency of its operations and, for some industries, have 
become a “must-have” for sustainment of competitiveness. Industry 4.0, 
increasingly higher quality standards, and pursuit of eco-friendly production 
processes are all rising trends, which have a direct positive impact on 
company’s revenue growth.  
The ISRA’s customer benefits not only from higher level of automation (which 
decreases production costs directly), but also from sustainable quality control 
and optimization of the production process and of the product itself (based on 
the derived data analytics). The customer is able to increase its profitability and, 
according to ISRA, to amortize costs for the purchased vision systems in about 6 
months.  
 
ISRA VISION indicates to have installed over 10,000 vision systems since its 
formation, addressing especially global leaders of the respective target markets 
(Exhibit 14), with many of whom the company has long-term partnerships. 
Since ISRA’s customer base includes numerous large global players, they are 
responsible for high share of total revenues and eventually increase customer 
concentration. The company’s target is to set up a customer structure, with no 
more than 5% share of total revenues, constitutes by a single customer. In FY 
2017/18 only two customers were just above the 5% share. 
 
The high degree of diversification in terms of markets served is also valid for 
geographical split of the company’s revenues. In FY 2017/18 only about 17% of 
revenues stemmed from Germany, c. 21% from the rest of Europe, c. 16% from 
the region Americas (covering both South and North Americas), and c. 46% 
from the region Asia and Rest of the world (ROW). The latter has gradually 
increased its share of the total revenues, partly due to higher demand in China, 
which alone was responsible for 35% (Pareto estimate) of the total revenues in 
FY 2017/18. 
 
Since systems distributed by ISRA VISION are regularly deployed in productions 
which operate continuously, customer proximity is of high importance and 
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requires company’s presence in the local market. Over the last years ISRA has 
established a worldwide infrastructure with over 25 locations employing sales 
and services personnel (Exhibit 16). The company’s marketing, finance, R&D as 
well as production and purchase departments are located in Darmstadt, 
Germany, while final assembly takes place in ISRA’s location in Herten, 
Germany.  
 

Exhibit 15: Geographical revenues split development  Exhibit 16: Over 25 locations in reporting 4 regions 
      

 

 

   

 

 

Source: ISRA VISION, Pareto Securities Equity Research  Source: ISRA VISION, Pareto Securities Equity Research 

 

 

M&A Strategy 

 
In addition to organic growth, acquisitions are an important element of ISRA’s 
long-term strategy. Through integration of smaller peers the company aims to 
advance its technological advantage, improve its market positioning, and/or tap 
into additional markets. Over the last years ISRA has acquired and successfully 
integrated several companies (Exhibit 17), with Parsytec AG being, by far, the 
largest acquisition (purchase price of about EUR 30.5m). As recent as January 
2018 ISRA acquired Polymetric GmbH, a manufacturer of systems for 3D 
digitalization of real objects, further expanding its technological know-how in 
this area. ISRA VISION is continuously looking-out for suitable candidates, with 
the current focus on the Asian region. 

Exhibit 17: ISRA VISION acquisitions history since 2006 by purchase price paid (PAS estimates) 
   

 

 

 

Source: Pareto Securities Equity Research  
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Ownership structure 

 
The company is led by its founder and the main shareholder Enis Ersü. His direct 
stake amounts to 25% of the total shares as of October 2018, which makes him 
the single largest shareholder of the company. This ensures alignment of 
shareholders’ and management’s focus on the share-price development. Mr. 
Ersü’s contract as the CEO runs until 2020. 
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Market Environment 

 
During the World Economic Forum the IMF published the latest World 
Economic Outlook update. The overall message was that the IMF recognized a 
weakening global expansion, and the speed of growth will come down 
compared to the latest forecast from October last year. Now the IMF expects 
for 2018e a growth rate of 3.7% yoy, while for the current year 2019e a lower 
rate of +3.5% yoy versus their „old“ forecast from October of +3.7%. 
 

Exhibit 18: World GDP 2019e expected to decline  Exhibit 19: World GDP: IMF forecast revised down 
      

 

 

   

 

 

Source: IMF, Pareto Securities Equity Research  Source: IMF, Pareto Securities Equity Research 

 

 
The IMF stated that some potential risk factors have increased. The most 
important threat will be the escalating trade war between the US and China, 
which will lead to price inflation tendencies and put existing supply chains for 
companies under risk. Other potential risk factors are e.g. the tendency towards 
more protectionism which could affect negatively international trade, faster 
than expected interest rate hikes (in particular in the US) or political 
uncertainties as the „Brexit“ outcome or geopolitical risks in the Middle East 
region. A significant forecast reduction is visible for Germany. For the current 
year 2019e the IMF now estimates a growth rate of „only“ 1.3% yoy versus the 
previous figure of +1.9% yoy. For 2020e the estimate now amounted to an 
unchanged rate of +1.6% yoy. 
 
The latest ifo business climate figure for Germany in January 2019 was down to 
99.1 index points compared to 101.0 a month earlier.  That figure was worse 
than expected by the majority of economists.  The manufacturing sector in 
January reached a level of only 11.2 followed by 14.9 in December 2018. That 
was the fifth decline in a row (last peak in August 2018 at 24.5 index points). 
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Exhibit 20: Germany: Machine vision is a growing market 
   

 

 

 

Source: VDMA, Pareto Securities Equity Research  

 

 
Globally the machine vision market has a volume of EUR ~8bn according to the 
company. Separated by end-markets, Automotive with some 20% is the biggest 
single end-market. Since many years the German Machine Vision market 
reported a remarkable growth. The CAGR 2005 – 2017 amounted to 8.3%. Only 
in 2009, the year following the financial crisis, the overall market reported a 
substantial decline of 20.8% yoy. Only one year later the market recovered and 
the absolute sales figure in 2010 of EUR 1.25bn was higher than the pre-crisis 
level in 2008 of EUR 1.2bn. In 2017 the German market was up by 18% to EUR 
2.6bn. Market volume for 2018e, according to the VDMA, is expected to stable 
at again EUR 2.6bn. The main drivers for further market growth in our view are:  
 
• General trend to more automation in industrial production processes 

towards Industry 4.0 solutions with the benefits of saving costs, 
increasing productivity and become more flexible. 

• Increased use of Machine vision solutions in „new“ industries like e.g. 
traffic engineering, medical, logistics, agriculture or food. 

• Higher complexity due to the use of automation systems, robots and the 
integration of software modules. 

• Rising quality requirements like zero failure and miniaturization 
 
According to VDMA statistics the German market accounts for roughly 1/3 of 
the European market which has a size of around EUR 8bn. With regard to export 
markets the US, China, South Korea, India and Russia are the most important 
countries. Currently the most important end-customer for the German 
producers is the automotive industry with a sales share of approximately 20%, 
followed by the electrical/electronics industry with 12%. Other important 
customer groups are the metal and food industries.  
Exports are playing an important role for the German Machine Vision industry 
and this is already reflected in ISRA’s revenue breakdown. 
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Positioning of ISRA VISION  

 
The German Machine Vision market from the suppliers’ perspective is very 
fragmented and is estimated to have some 250 to 300 active players. Sales on 
average per company have a low double-digit million number. In this respect 
companies like ISRA VISION are large players in our view. Against this 
background concentration among the suppliers is a continuing process. For 
example, this is reflected in ISRA’s active acquisition policy during the last years. 
 
With regard to the value chain we use the systematic approach from Markus 
Partners. In this respect ISRA VISION belongs to the group of camera systems 
producers and system integrators. With regard to ISRA’s positioning the 
company focusses on two pillars. Firstly, the company is active in application-
specific standard products. Here ISRA offers solutions for sophisticated 
applications in selected targeted markets like e.g. automotive, metals, paper, 
plastic, print, solar and some others. Selected customers in this area are mainly 
global players like for example Saint-Gobain, Schott, ThyssenKrupp, Arcelor 
Mittal, manroland, Constantia Packaging, Evonik, Du Pont, UPM, BMW, VW, 
Daimler, Fiat and Toyota. The second pillar is generic standardised 
products/solutions across various industries. Among others, cross-sector 
solutions cover 3D robot guidance, 3D measurement technology and surface 
inspection of web goods. Products should support customers on their way 
towards Industry 4.0 applications. A good example is the „Enterprise 
PROduction Management Intelligence (EPROMI) software for production 
analysis, process control and process statistics. 
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Financials 

 
ISRA has shown good fundamentals in the recent past with constantly improved 
revenues and earnings. Posting a revenue growth CAGR of 11.3% since FY 
2009/10 leads to group revenues in FY 2017/18 of EUR 153m, more than 
doubled revenues during that period. With this value ISRA achieved its revenue 
target for FY 2017/18 of over EUR 150m.  
 
Due to the broad customer base from various sectors, ISRA was able to partially 
cushion the effects of an economic downturn. While in FY 2008/09 the market 
for machine vision was down by 21%, ISRA has posted a revenue decrease of c. 
15%, and could quickly return to pre-crisis level. The impressive growth 
performance was mainly driven organically. Nonetheless, M&A could be 
considered as a part of the DNA of ISRA, with at least one acquisition per year 
on average over the last 10 years. However, taking into account the recently 
acquired revenue volumes in the low to mid-single digit EURm range, the 
acquisitions have more bolt-on character. Region-wise, mature markets like 
Europe and Americas have diminished importance in terms of revenue share (c. 
36% and c. 17%), while growth markets in Asia, and in particular China 
(increased share in group revenues by 50% in less than 5 years, accounting for c. 
35% in FY 2017/18 in our view), have dominated.  
 
Backed by the impressive revenue growth, and a strict management of costs at 
the same time, group EBIT has increased from EUR 11.5m in FY 2009/10 to EUR 
33.2m in FY 2017/18, implying a CAGR of 14.2%. During the same period the 
EBIT margin improved by 410 bps, reaching 21.8% in FY 2017/18. 
 

Exhibit 21: P&L summary 

   

 

 

 

Source: ISRA VISION, Pareto Securities Equity Research  

 

 

  

EURm 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19e 2019/20e 2020/21e 2021/22e 2022/23e
CAGR

2009/10-2017/18

CAGR

2017/18-2022/23e

Revenue 64.8 75.2 83.9 89.5 102.5 112.2 128.8 143.0 152.5 167.9 186.3 207.5 228.2 250.5 11.3% 10.4%

% yoy 11.5% 15.9% 11.6% 6.7% 14.4% 9.5% 14.8% 11.0% 6.7% 10.1% 11.0% 11.4% 10.0% 9.8%

Gross Profit 34.3 40.2 45.3 48.8 56.5 62.6 72.7 80.9 86.2 94.7 106.3 119.2 131.7 144.9 12.2% 10.9%

Gross margin 52.9% 53.5% 54.0% 54.5% 55.2% 55.8% 56.4% 56.6% 56.5% 56.4% 57.1% 57.5% 57.7% 57.8%

Research and development -8.3 -9.7 -11.2 -11.9 -13.5 -15.2 -18.2 -20.3 -20.1 -21.9 -24.8 -27.9 -30.7 -33.7 11.6% 10.9%

% of sales 12.9% 12.9% 13.4% 13.3% 13.2% 13.5% 14.1% 14.2% 13.2% 13.1% 13.3% 13.5% 13.5% 13.5%

Selling and administrative costs -15.4 -17.9 -20.1 -21.5 -24.4 -25.8 -30.2 -33.3 -34.6 -37.9 -42.5 -47.8 -53.0 -58.5 10.7% 11.1%

% of sales 23.7% 23.8% 23.9% 24.0% 23.8% 23.0% 23.4% 23.3% 22.7% 22.6% 22.8% 23.0% 23.2% 23.4%

Other operating income/expenses 0.9 1.4 1.5 1.9 1.4 0.9 1.2 1.1 1.7 1.7 1.7 1.9 2.1 2.3 8.9% 5.7%

% of sales 1.3% 1.9% 1.8% 2.2% 1.4% 0.8% 1.0% 0.7% 1.1% 1.0% 0.9% 0.9% 0.9% 0.9%

EBITDA 17.7 21.4 24.2 26.1 28.8 32.4 37.7 42.9 49.0 53.4 58.8 65.3 71.8 78.8 13.6% 9.9%

EBITDA margin 27.2% 28.5% 28.9% 29.2% 28.1% 28.9% 29.3% 30.0% 32.1% 31.8% 31.6% 31.5% 31.5% 31.4%

EBIT 11.5 14.1 15.5 17.3 20.0 22.6 25.6 28.3 33.2 36.6 40.7 45.4 50.0 54.9 14.2% 10.6%

EBIT margin 17.7% 18.8% 18.5% 19.3% 19.5% 20.1% 19.9% 19.8% 21.8% 21.8% 21.8% 21.9% 21.9% 21.9%

Pretax Profit 10.6 13.1 14.9 16.5 19.1 21.8 25.2 28.0 33.0 36.3 40.5 45.3 49.9 54.8 15.3% 10.7%

EBT margin 16.4% 17.5% 17.8% 18.4% 18.7% 19.5% 19.5% 19.6% 21.7% 21.6% 21.7% 21.8% 21.9% 21.9%

Net Profit 6.9 9.0 10.7 11.5 13.0 14.8 17.6 20.5 23.1 25.6 28.6 32.0 35.2 38.7 16.2% 10.8%

Net profit % of sales 10.7% 12.0% 12.7% 12.9% 12.7% 13.2% 13.6% 14.3% 15.2% 15.3% 15.3% 15.4% 15.4% 15.4%
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Revenues 

 
We believe ISRA has a well fragmented customer base from different sectors. 
Beside the automotive industry, the target markets of the company are 
automotive, glass, metals, paper, advanced materials, print, solar, security 
paper and semiconductors.  
 
Given the fact, that ISRA generates a considerable share of its revenues from 
production orders, the visibility beyond the respective fiscal year is rather low. 
Usually, ISRA starts a fiscal year with an order backlog which stands in 
retrospect for 55%-60% of the respective fiscal year’s revenues. The current FY 
2018/19e the company starts with an order backlog of around EUR 98m (at the 
beginning of the FY 2016/17: EUR 90m). 
 

Exhibit 22: Revenue development over the years  Exhibit 23: Revenue breakdown by regions 

      

 

 

   

 

 

Source: ISRA VISION, Pareto Securities Equity Research  Source: ISRA VISION, Pareto Securities Equity Research 

 

 
Since each end market has its own laws in terms of growth profile, competition, 
customer requirements and cyclicality, we use the GDP forecasts by the IMF for 
ISRA’s main regions, namely Germany, Europe, Americas and Asia, to estimate 
our revenue figures for the FY 2018/19e to FY 2020/21e. Taking into account 
ISRA’s historical growth profile in each region, e.g. clearly outperforming the 
Asian GDP growth by the factor 3.1x, we have adjusted our regional growth 
assumptions by simply carrying forward these factors. Furthermore, we have 
factored in an annual price decline of 2%.  
 
ISRA’s FX exposure is limited to the markets USA and China (together c. 50% of 
group revenues), and currencies other than the USD do not have a major impact 
on the P&L. According to the company, a 10% increase/decrease in EUR/USD 
rate would have led to an EBT reduction/increase of EUR 336k/EUR410k 
(around 1% of the EBT). For the FY 2018/19e, we have not factored in any FX 
impact on group revenues. 
 
Overall, we forecast an organic revenue growth CAGR of 10.4% from FY 
2017/18 to FY 2022/23e. Over the last five years ISRA has shown a strong 
revenue growth with a CAGR of c. 11%, which was mainly driven by organic 
growth. ISRA has clearly benefited from the healthy market trend and its 
expanding footprint in Asia. We expect the market drivers, which we outlined in 
the Market Environment section of this report, should remain the key for future 
organic growth.  
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For the current FY 2018/19e, we estimate group revenues to increase as well by 
10.1% yoy to EUR 167.9m, which is in accordance with ISRA’s guidance of a low 
double-digit percentage increase. 
 
ISRA’s corporate structure is divided in the two segments of Surface Vision 
(counts for c. 74% of group revenues) and Industrial Automation. While the 
equipment in Surface Vision is applied in the early-stage of the production 
process to determine defects, solutions in the Industrial Automation segment 
are utilised as eyes of industrial robots deployed in the production process. 
While we do not expect major differences in the future growth rates of the 
segments, the Industrial Automation segment should show a slightly higher 
pace. 
 

Exhibit 24: Revenue breakdown per segment should stay almost unchanged 

   

 

 

 

Source: ISRA VISION, Pareto Securities Equity Research  

 

 
In addition to the revenue breakdown by region and segments, ISRA also 
distinguishes between Application Specific Standard Products and Generic 
Standard Products, the third dimension of the company matrix. The Application 
Specific Standard Products, which accounts for 85% of group revenues, are 
characterized by special equipment in accordance with customer demand. 
Given its positioning at the top of the machine vision product pyramid, the 
average price for a machine vision solution in that segment could cost easily 
well north of EUR 100.000.  
 
To take part in the dynamic growth of more standardized Generic Products, 
ISRA aims to penetrate that market stronger in the future. However, we have 
learned that competition is tougher and earnings margins are lower, compared 
to the segment of Application Specific Standard Products. ISRA believes to be 
successful while using its current technological know-how. Customers here will 
be machine integrators, who use more standardized machine vision solutions as 
a complement to their own offerings.     
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Profitability 

 
Taking into account ISRA’s cost structure in recent years, we calculate an 
operating leverage of c. 22% for incremental volume growth. Based on that, we 
estimate an EBIT growth CAGR of 10.6% for the next five years, yielding in an 
almost stable EBIT margin of 21.9%. In the mid-term we expect to see some 
margin pressure, resulting from competition, costs and R&D spending. 
However, we believe with regard to ISRA’s footprint, only c. 25% of the 
workforce is exposed to low cost locations, further optimization can be 
leveraged in the long-term perspective. 
 
In the long-term ISRA is targeting a gross margin of at least 60% (FY 2017/18: 
56.5%). Within our modelling period, we do not expect the company to achieve 
that target. Our forecasted gross margin in FY 2022/23e of 57.8% implies a 
slight improvement of 130bps compared to the FY 2017/18 figure. 
 
In terms of workforce productivity, ISRA has achieved significant improvements. 
Revenues per employee increased from EUR 153k in FY 2009/10 to EUR 218k in 
FY 2017/18, implying a growth CAGR of 4.5%. EBITDA per employee has surged 
with a CAGR of 6.6%, ending up at EUR 70k in FY 2017/18. 
 

Exhibit 25: Gross margin and EBIT margin  Exhibit 26: Average per employees 
      

 

 

   

 

 

Source: ISRA VISION, Pareto Securities Equity Research  Source: ISRA VISION, Pareto Securities Equity Research 

 

 
Since the begging of the decade, SG&A (Selling, General & Administration) 
expenses to sales were almost stable with around 23.5%, helping EBIT margins 
to improve. However, in FY 2017/18 the ratio SG&A expenses to sales declined 
below 23%, achieving 22.7%. Due to cost pressure in one and the other 
industry, we expect that ratio to increase again in the years to come, but not 
assume to exceed the historical long-term average.  
 
R&D to sales was in average at 13.4% over the last years. After two years of 
high ratios with 14.1% and 14.2% in FY 2015/16 and FY 2016/17, the R&D ratio 
in FY 2017/18 declined to 13.2%. Going forward, we forecast R&D to increase in 
accordance with revenue growth, leaving R&D ratio stable at a high level of 
around 13.5% in the long-term. As a request of the rapid change on its end 
markets, ISRA has to constantly invest in R&D in order to offer its customers the 
most up-to-date solutions. According to company statement, ISRA is targeting 
to offer at least every 2 years an updated machine vision solution. Driven by the 
technological progress, the new solutions are able to deliver increased 
resolution and inspection speed as well as higher precision. The enabled cost 
savings and productivity improvements at ISRA’s customers lead to a very short 
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payback time of around 6 months for the invested machines. Combined with 
the continuous need to upgrade their production lines, the decision of a 
customer for a solution update should not be difficult to make. 
 
For the FY 2018/19e, ISRA forecasts profit to growth at a low double-digit 
percentage range, without clarifying which profit figures is meant. We forecast 
EBIT and EBT in FY 2019e to increase by 10.1% and 10.0% yoy respectively and 
thus broadly in line with the company’s expectation. 
 
 

Balance sheet and cash flow  

 
ISRA has a strong balance sheet with an equity ratio of 62.6% in FY 2017/18 and 
a net debt of only EUR 1.7m. Over the last years, ISRA has established its ROE 
above 10%, indicating a healthy and profitable company structure. The 
company’s leverage (net debt/EBITDA) has decreased from 1.6x in FY 2009/10 
to 0x in FY 2017/18. The management has repeated many times that it has the 
intention to use its cash for acquisitions. Since we believe, ISRA will do for 
certain an acquisition any time soon, the company’s leverage might increase 
towards or even above its long-term average of 1.1x. 
 

Exhibit 27: Equity and ROE should further increase 

   

 

 

 

Source: ISRA VISION, Pareto Securities Equity Research  

 

 
ISRA has improved its ROCE over the last years from 6.8% in FY 2009/10 to 
12.3% in FY 2017/18. From FY 2013/14 onwards, the company was able to 
exceed its WACC, which is around 9% on average. We would view this as clearly 
value creative. Going forward, driven by the expected improvements in 
profitability and working capital, ROCE is forecasted to increase further. 
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Exhibit 28: ROCE above long-term WACC 

   

 

 

 

Source: ISRA VISION, Pareto Equity Research  

 

 
One major item to consider is ISRA’s high working capital, which is a drag on 
cash flow. Nevertheless, we do not believe that the high ratio of 84% in FY 
2017/18 is a result of inefficient management, but rather an inherent 
component of ISRA’s business concept. 88% or EUR 112m, of the net working 
capital consists of receivables, and from those around 60% or EUR 66m are 
related to the receivables accounted to the percentage of completion (POC) 
method. Between FY 2009/10 and FY 2017/18, the average ratio of receivables 
acc. to the POC-method to sales was around 39%. After two years of declining 
period, working capital increased again in FY 2017/18, which should be related 
to production shift in Q1 2018/19e in our view. The peak of working capital 
ratio was in FY 2014/15 with 94%.  
 
The management has stated that it is focusing on continuously improving 
working capital and cash flow. ISRA has not quantified any target yet, but we 
expect working capital to improve further to around 66% in FY 2022/23e. 
According to our calculation, each decline in the WC ratio of 1PP could lead to 
10% higher free cash flow. 
 

Exhibit 29: Working Capital expected to further improve 

   

 

 

 

Source: ISRA VISION, Pareto Securities Equity Research  
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Given the fact that CAPEX on PPE stands only at c. 1% of sales ISRA’s business 
model could not be considered as capital intensive, in our view. Total CAPEX of 
EUR 19.9m, or 13.0% of sales in FY 2017/18, was mainly driven by investments 
in intangible assets, which are almost capitalized development costs. 
 
D&A is expected to be stable at around 9.5% of sales, in the long-term, but will 
increase on an absolute level.  
 
Free cash flow and the cash conversion rate (FCF/net income) have shown an 
uneven performance over the last 5 years. As a result of improved earnings and 
declined working capital, free cash flow was strong in the FY 2015/16 and FY 
2016/17, with CCR of around 100%. Burdened by higher working capital FCF in 
FY 2017/18 was weak with EUR 5.7m, implying a CCR of 25%. 
 
We expect ISRA to generate in total around EUR 115m free cash flow over the 
next 5 years, coming from higher earnings and improving working capital ratio. 
With a pay-out ratio of 12.5% in the recent years, dividend payments were 
rather low (implying a dividend yield of < 1%). We do not expect to see major 
changes in ISRA’s dividend policy. 
 

Exhibit 30: CAPEX vs. D&A  Exhibit 31: FCF vs. Dividend payment 

      

 

 

   

 

 

Source: ISRA VISION, Pareto Securities Equity Research  Source: ISRA VISION, Pareto Securities Equity Research 
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Acquisition impact on growth and earnings 

 
The impressive compound growth rate of 18.8% over the last 16 financial years, 
achieved by ISRA, is the combination of sustainable organic growth and of a 
successful continuous M&A strategy of the firm. Since the year 2001, ISRA 
VISION has undertaken 13 acquisitions of single companies and holding 
corporations (please refer to the exhibit below). 
 
The strategic rationale which guides the company’s acquisition policy pursues 
either one or several of the following objectives: expansion of share in the 
existing markets, adaption of additional, but adjacent technology, and/or 
tapping into new geographical markets and verticals. 
 

Exhibit 32: ISRA VISION’s acquisitions chronology 
   

 

 

 

Source: ISRA VISION, Pareto Securities Equity Research  

 

 
The most recent acquisition of Polymetric GmbH in January 2018 is an example 
of a technology-orientated and market expansion M&A strategies. Founded as a 
spin-off out of Fraunhofer-Institute for Computer Graphic Design in 1999, 
Polymetric has developed profound expertise in 3D measurement technology as 
well as 3D object surveying. According to ISRA, the attained technology 
complements its application especially in automotive area, and also enables 
cost optimization throughout the existing product range. Furthermore, 
Polymetric is active in non-industrial sectors, such as medicine with a focus on 
dental applications. By integrating Polymetric in its operations, ISRA will able to 
expand its portfolio towards solutions for the healthcare sector. 
 
  

Closing Date Target Location Description

26.01.2018 Polymetric GmbH Darmstadt, Germany
The company is a manufacturer of a complete systems for the 3D digitization of real objects, and capturing of 

form-true computer models from the recorded point clouds.

13.07.2015 Vision Experts GmbH Karslruhe, Germany
Vision Experts is a specialist in providing comprehensive control in the production of high quality print products 

throughout the production process.

29.04.2013
GP Solar GmbH 

and its subsidiary GP Inspect GmbH
Constance, Germany

GP Solar GmbH manufactures and provides inspection solutions and consumables for the photovoltaic (PV) 

industry. The company offers inspection systems for the early detection of various wafer defects in PV 

productions

05.09.2012 3D-Shape GmbH Nuremberg, Germany

Specializing in optical metrology, 3D-Shape GmbH develops and markets optical 3D sensors worldwide for 

non-contact shape detection as well as software for processing, analysis and evaluation of measurement 

data. The company also offers customer-specific developments of hardware and software applications.

10.07.2010
Graphikon GmbH für Bildverarbeitung & 

Computergraphik 
Berlin, Germany

The company develops and manufactures automatic optic inspection systems for manufacturing, assembly, 

and logistics applications. Its products are used for the inspection and counting of cells, monitoring module 

assembly, detection of glass faults in module cover glass, and various inspections in the process of thin-film 

module manufacturing. The company’s products are also used for the inspection of float and textured glass 

sheets, automotive glass, glass tubes, bulbs, optoelectronic components, microsystems, and power 

semiconductors.

10.11.2009 Vistek Istanbul, Turkey

Vistek was founded by professor Aytul Ercil as a spin-off company of Sabanci University, maintaining a close 

collaboration with the university. A developer of machine-vision solutions, the firm has participated in 

numerous domestic and international projects. Sabanci maintains Turkey's advanced machine-vision 

laboratory and has been recognized as a "Potential Center Of Excellence" by the European Union.

23.07.2007 Parsytec AG (majority stake of 86.51%) Aachen, Germany
Parsytec AG is a leading supplier of surface inspection systems for use in the production of sheet materials. 

The enterprise specializes in the customer sectors of metals and paper.

02.10.2007 metronom Automation GmbH Mainz, Germany

Metronom is specialized in the areas of quality measurement technology and general image processing. The 

internally developed software enables comprehensive analysis options for production. In the area of general 

image processing, Metronom has specialized in various inspection applications in the non-industrial sector. At 

the time of the acquisition, metronom achieved a turnover of c. 2 EURm and a significant profit margin.

12.01.2007 Image Automation Inc. Worthington, Ohio, USA
With the acquisition ISRA expanded its position as a global innovation and market leader in the glass industry, 

while broadening its presence in the US.

10.10.2006 Image Automation Ltd. London, UK

Image automation specializes in machine vision in the glass sector und specializes in laser scanner 

technology, not covered by ISRA beforehand. Image automation is a market leader in the UK and the main 

competitor to ISRA.

10.03.2004 Lasor AG
Oerlinghausen, 

Germany

LASOR AG is likewise one of the leading companies for glass, security paper and paper for special usages. 

The company is active in surface inspection area and possesses about extensive distribution infrastructure in 

Asia and the US.

14.07.2003
Majority stake in 

Nanosystems Messtechnik Gmbh 
Bochum, Germany

NANOsystems Messtechnik GmbH makes quality control software. The Company makes systems for web 

inspection, strip inspection systems, and smart line scan cameras. NANOsystems is active in Germany and 

the United States.

22.01.2002 INNOMESS GmbH Marl, Germany
Located in Marl, Germany, Innomess is specialized in the field of optical inspection technologies and offers a 

wide variety of inspection and quality-control solutions for the glass-making industry.

01.02.2001
Rheinmetall Machine Vision (RMV) business

of PREH-Werke GmbH 
Karslruhe, Germany

RMV specializes in surface inspection and being founded in 1983, belongs to the pioneers of image 

processing industry. The company employed 27 FTEs at the time of the acquisition.

This report is generated for Zafer Rüzgar



 

 

ISRA VISION Initiating Coverage 

18 Feb 2019 Pareto Securities Research 23(38) 

Exhibit 33: Contribution to growth via acquisitions 

   

 

 

 

Source: ISRA VISION, Pareto Securities Equity Research  

 

 
To maintain its technological lead, we believe ISRA is considering acquisition of 
companies active in a specific niche or those in possession of advanced 
technologies in areas related to machine vision. Currently, companies with 
expertise in 3D machine vision, surface inspection, embedded technologies, 
database systems, measurement technologies, and industrial automation are of 
interest for the company. In the past, company’s market entrance in the UK, the 
US, and Turkey was enabled through acquisition of local companies. In regional 
terms, we believe ISRA’s current focus for acquisitions lies primarily in Americas 
and Asia. ISRA has several times stated, that the company is targeting the next 
revenue level of north of EUR 200m. It is highly likely, that the company’s next 
acquisition will significantly contribute to reach and even exceed this threshold. 
 
In terms of the addressed industries, the company is looking primarily in 
semiconductor and electronics, industrial automation, 3D technologies, as well 
as in pharma/medical applications, and food processing. Having a perfectly 
scalable and flexible product range, ISRA is keen to further broaden its 
footprint, and acquisitions offer a fast-tracked opportunity for that.  
 
In the Q4 call, the management stated that several acquisition projects are 
under observation, and that at least one transaction could soon be realized. 
According to the CEO, negotiations with one potential target, which is supposed 
to be a public listed company, are in an advanced stadium with due diligence 
already done. It was indicated that the revenue volume is in the range of a mid-
double-digit EURm figure. Financing will be done with own cash and borrowed 
capital. However, to maintain a minimum equity ratio of 50% is still an 
important financial target of ISRA. 
 
With respect to increasing its market share, the potential candidates for ISRA 
VISION are basically its peers with potential synergies in distribution channels. 
 
In our financial model, we do not assume any acquisition and therefore forecast 
the leverage ratio (net debt/EBITDA) to turn meaningful negative from FY 
2018/19e onwards, given the company’s expected net liquidity. While we 
assume any debt ratio of 2.5x to 3.0x as healthy, ISRA should be able to raise a 
debt fund of around EUR 130m-160m, without the need to issue new equity. 
However, it should be noted that any acquisition of that size could have 
significant impacts on ISRA’s revenues and business model, with all its risks.  
 

EURm 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19e

Graphikon GmbH 0.2 1.6

3D-Shape GmbH 0.01 0.2

GP Solar GmbH/GP Inspect GmbH 2.8 3.9

Vision Experts GmbH 0.5 2.6

Polymetric GmbH 1.5 1.0

Contribution to revenue growth 0.3% 2.2% 0.0% 3.3% 3.8% 0.4% 2.0% - 1.0% 0.6%
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Exhibit 34: Creating new Potentials by Acquisitions Towards 200+ 
   

 

 

 

Source: ISRA VISION, Pareto Equity Research  

 

 
We have run a sensitivity analysis to evaluate how much group revenues and 
EPS could increase as a result of M&A. Assuming that ISRA would acquire a 
company for roughly EUR 150m at an EV/EBITDA multiple of 10x; the accretive 
impact on group revenues and EBITDA could be around EUR 50m and EUR 15m, 
respectively. The implied impact on revenue and EPS growth in FY 2018/19e 
could be 29.8% and 26.7%, respectively. 
 

Exhibit 35: Our estimated M&A impact on group revenues 
FY 2018/19e 

 Exhibit 36: Our estimated M&A impact on reported EPS FY 
2018/19e 

      

 

 

   

 

 

Source: Pareto Securities Equity Research  Source: Pareto Securities Equity Research 

 

 
The acquisition shown in our model would impact 2017/18-2022/23e revenue 
growth CAGR by around 7%, leading to a higher rate of 17.2%, instead of 10.4%. 
 

Exhibit 37: We model that M&A could trigger group revenues above EUR 200m in FY 2018/19e 

   

 

 

 

Source: Pareto Securities Equity Research  
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Valuation 

 
We value ISRA VISION with our three-stage DCF model. Given the expected 
dynamic revenue growth and margin improvement as well as the increasing 
cash flow profile, we believe the DCF model is the most suitable valuation 
method for ISRA’s shares. 
 
A peer-group valuation in our view is not a suitable method. The machine vision 
market is highly fragmented and a lot of competitors do not cover the complete 
value-added chain like ISRA does. In this respect main peers often are non-listed 
companies like e.g. Vitronic (Solar), Futec Inc., BST Eltromat, Procemex or VMT 
(Pepperl + Fuchs). Listed peer-group companies are AMETEK, Cognex, 
Perceptron, Keyence or OMRON. 
 

Exhibit 38: Consensus target price and ratings 

   

 

 

 

Source: FactSet, Pareto Securities Equity Research  

 

 

Exhibit 39: PAS estimates vs. consensus 

   

 

 

 

Source: FactSet, Pareto Securities Equity Research  

 

 

  

2019e 2020e 2021e

PASe Cons. Delta PASe Cons. Delta PASe Cons. Delta

Revenues 167.9 167.4 0.3% 186.3 186.7 -0.2% 207.5 206.7 0.4%

EBITDA 53.4 53.1 0.5% 58.8 58.9 0.0% 65.3 67.1 -2.7%

EBIT 36.6 36.8 -0.5% 40.7 41.4 -1.7% 45.4 46.3 -1.9%

EBIT margin 21.8% 22.0% -16 BP 21.8% 22.2% -33 BP 21.9% 22.4% -51 BP

EBT 36.3 36.5 -0.5% 40.5 41.1 -1.3% 45.3 46.1 -1.7%

Net result 25.6 25.6 0.3% 28.6 28.8 -0.7% 32.0 32.3 -1.0%

EPS 1.17 1.17 0.2% 1.30 1.32 -1.0% 1.46 1.47 -0.7%
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DCF model 

 
To calculate the equity value for ISRA VISION we use our three-stage DCF model 
to determine future cash flows. In our first stage, we calculate a detailed P&L, 
balance sheet and cash flow statement for the period up to 2020/21e based on 
information provided by the company and our own market assessment. In stage 
two, we switch over to a trend analysis until 2027/28e for some key drivers like 
e.g. sales growth, EBIT-margin and investments. In the third stage, we analyse 
and calculate the terminal value on the basis of a going-concern assumption. In 
addition to the listed base input factors, currently we use a terminal growth 
rate of 2.5% and a sustainable EBIT-margin of 21.9%.  
 
Using a beta of 1.2 (derived from a fundamental approach) and a target equity 
ratio of 80%, we arrive at a WACC of 7.2%. 
 
Based on the above mentioned assumptions, our DCF yields a rounded target 
price of EUR 36.00 per share. Our TP implies a FY 2019e P/E of 30.8x and an 
EV/EBITDA of 14.8x. 
 

Exhibit 40: DCF model 
   

 

 

 

Source: Pareto Securities Equity Research  

 

 
  

Phase III

EUR m 2019e 2020e 2021e 2022e 2023e 2024e 2025e 2026e 2027e 2028e

Revenues 168 186 207 228 251 274 299 326 354 382
growth rate 10.1% 11.0% 11.4% 10.0% 9.8% 9.5% 9.2% 8.9% 8.6% 8.0%

EBIT 37 41 45 50 55 60 66 71 78 84

EBIT margin 21.8% 21.8% 21.9% 21.9% 21.9% 21.9% 21.9% 21.9% 21.9% 21.9%

Tax -10.6 -11.8 -13.2 -14.5 -15.9 -17.4 -19.0 -20.7 -22.5 -24.3
Tax rate 29% 29% 29% 29% 29% 29% 29% 29% 29% 29%

Depr. & Amort. 16.8 18.2 19.9 21.8 23.9 24.5 25.8 27.6 29.6 31.7

% of sales 10.0% 9.7% 9.6% 9.6% 9.5% 8.9% 8.6% 8.4% 8.4% 8.3%

Capex -18.0 -19.9 -22.2 -23.3 -25.6 -25.6 -26.7 -28.4 -30.5 -32.5
% of sales 10.7% 10.7% 10.7% 10.2% 10.2% 9.4% 8.9% 8.7% 8.6% 8.5%

Change in WC & P -3.6 -8.0 -12.8 -8.4 -5.2 -5.7 -6.2 -6.8 -7.4 -7.8
% of sales 2.2% 4.3% 6.2% 3.7% 2.1% 2.1% 2.1% 2.1% 2.1% 2.1%

Free Cash Flow 21.2 19.1 17.2 25.6 32.1 35.8 39.4 43.1 46.9 50.8 1,126
growth rate nm -9.7% -10.2% 49.2% 25.2% 11.4% 10.1% 9.4% 8.8% 8.5% 2.5%

Present Value FCF 20.3 17.1 14.3 20.0 23.3 24.2 24.9 25.4 25.8 26.1 579

PV Phase I 95 Risk free rate 2.50% Targ. equity ratio 80%

PV Phase II 126 Premium Equity 5.00% Beta 1.2

PV Phase III 579 Premium Debt 1.50% WACC 7.2%

Enterprise value 800.1 Sensitivity

- Net Debt (Cash) -1.8 1.5% 2.0% 2.5% 3.0% 3.5%

- Pension Provisions 3.6 6.45% 36.6 39.8 43.7 48.8 55.6

- Minorities & Peripherals 1.9 6.81% 33.9 36.5 39.7 43.8 49.2

+ MV of financial assets WACC 7.17% 31.5 33.7 36.4 39.7 44.0

- Paid-out dividends for last FY 0.0 7.53% 29.4 31.3 33.5 36.3 39.8

+/- Other EV items 7.88% 27.5 29.1 31.1 33.4 36.2

Equity value 796

Number of shares 21.9

Value per share (€) 36.4

Current Price (€) 27.7

Upside 32%

Phase I Phase II

Growth in phase III
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In our bear case scenario we assume a 20% revenue decline in FY 2018/19e, as 
a result of a sharp economic downturn. Given the ability to largely defend 
margins despite significant lower revenues, we have reduced our EBIT margin 
assumption for FY 2019e by c. 5PP, compared to our base case scenario.  
 
In our bear case scenario, we forecast a revenue growth CAGR of 5.9% (-4.5PP 
vs. base case) until FY 2022/23e and an EBIT growth CAGR of 5.6% (-4.5PP vs. 
base case). Our assumptions for D&A, Capex and WC stay unchanged compared 
to our base case, while we now assume a lower perpetual growth rate of 2.0%. 
Based on our cautious bear case scenario, our DCF yields a fair value of EUR 
26.10, which is 28% below the current share price. 
 
The current share price of EUR 27.65 is only moderately above the fair value of 
our bear case scenario. However, taking into account the healthy order backlog 
of EUR 98m, a sharp revenue drop is not likely in our view. Therefore, we 
believe the recent share price level, which reflects a scenario with sharp drops 
in revenues and margins, is not fundamentally justified.  
 

Exhibit 41: DCF model - Bear case scenario 
   

 

 

 

Source: Pareto Securities Equity Research  

 

 
  

Phase III

EUR m 2019e 2020e 2021e 2022e 2023e 2024e 2025e 2026e 2027e 2028e

Revenues 122 146 168 185 203 223 243 265 287 310
growth rate -20.0% 20.0% 15.0% 10.0% 9.8% 9.5% 9.2% 8.9% 8.6% 8.0%

EBIT 21 27 34 39 44 48 52 57 62 67

EBIT margin 17.0% 18.5% 20.0% 21.0% 21.5% 21.5% 21.5% 21.5% 21.5% 21.5%

Tax -5.8 -7.6 -9.4 -10.9 -12.2 -13.4 -14.6 -15.9 -17.3 -18.7
Tax rate 28% 28% 28% 28% 28% 28% 28% 28% 28% 28%

Depr. & Amort. 12.2 14.3 16.1 17.7 19.4 19.8 20.9 22.4 24.1 25.7

% of sales 10.0% 9.7% 9.6% 9.6% 9.5% 8.9% 8.6% 8.4% 8.4% 8.3%

Capex -13.1 -15.7 -18.0 -18.9 -20.7 -20.8 -21.7 -23.1 -24.7 -26.4
% of sales 10.7% 10.7% 10.7% 10.2% 10.2% 9.4% 8.9% 8.7% 8.6% 8.5%

Change in WC & P -2.6 -6.3 -10.4 -6.8 -4.2 -4.6 -5.1 -5.5 -6.0 -6.4
% of sales 2.2% 4.3% 6.2% 3.7% 2.1% 2.1% 2.1% 2.1% 2.1% 2.1%

Free Cash Flow 11.5 11.8 12.0 20.0 25.9 28.9 31.8 34.8 37.8 41.0 809
growth rate nm 3.3% 1.6% 66.5% 29.4% 11.4% 10.1% 9.4% 8.8% 8.5% 2.0%

Present Value FCF 10.8 10.4 9.8 15.3 18.5 19.2 19.7 20.1 20.4 20.7 408

PV Phase I 65 Risk free rate 2.50% Targ. equity ratio 80%

PV Phase II 100 Premium Equity 5.00% Beta 1.2

PV Phase III 408 Premium Debt 1.50% WACC 7.2%

Enterprise value 572.8 Sensitivity

- Net Debt (Cash) -1.8 1.0% 1.5% 2.0% 2.5% 3.0%

- Pension Provisions 3.6 6.46% 26.4 28.4 30.8 33.8 37.8

- Minorities & Peripherals 1.9 6.82% 24.5 26.2 28.2 30.7 33.9

+ MV of financial assets WACC 7.18% 22.8 24.3 26.0 28.1 30.7

- Paid-out dividends for last FY 7.53% 21.4 22.6 24.1 25.8 28.0

+/- Other EV items 7.89% 20.0 21.1 22.4 23.9 25.7

Equity value 569

Number of shares 21.9

Value per share (€) 26.0

Current Price (€) 27.8

Upside -6%

Phase I Phase II

Growth in phase III
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ISRA’s shares are implying a FY 2019e P/E of 23.6x and an EV/EBITDA of 11.0x. 
Both multiples are trading below their three year average of 33.3x and 15.9x. It 
should be noted, that ISRA has posted revenue CAGR of c.11% over this period, 
indicating us that the market and investors honoured high valuation, as long as 
the company is able to achieve high growth rates.  
 
Following the underperformance in the share price development vs. the 
German technology index TecDAX since mid of October, ISRA’s shares suffered 
a massive multiple contraction. This adverse trend has accelerated in the last 
days after ISRA published its preliminary figures for FY 2017/18. In comparison 
to the TecDAX, the shares now are trading close to their long-term average. The 
premium to the market, which has started to emerge from mid of 2016, 
vanished over the recent weeks.  
 
 

Exhibit 42: 12m share price vs. TecDAX   Exhibit 43: EV/EBITDA 12m fwd vs. TecDAX 

      

 

 

   

 

 

Source: FactSet, Pareto Securities Equity Research  Source: FactSet, Pareto Securities Equity Research 

 

 
Since we expect ISRA’s growth story to continue and earnings are expected to 
follow the revenue growth, the shares are significantly undervalued, in our 
view. The uncertainties with regard to global economic development in 2019 
lead to very nervous markets nowadays. Taking that into account, investors’ 
appetite to take risks might be rather low, and our believe in ISRA’s valuation 
premium to the market could not turn reality immediately. 
 

Exhibit 44: ISR - P/E 12m fwd   Exhibit 45: ISR - EV/EBITDA 12m fwd 

      

 

 

   

 

 

Source: FactSet, Pareto Securities Equity Research  Source: FactSet, Pareto Securities Equity Research 

 

 
  

40%

60%

80%

100%

120%

140%

160%

02/18 04/18 06/18 08/18 10/18 12/18 02/19

ISR TecDAX

0.0

0.5

1.0

1.5

2.0

2.5

3.0

02/09 02/10 02/11 02/12 02/13 02/14 02/15 02/16 02/17 02/18 02/19

EV/EBITDA 12m fwd rel to MDAX Long-term average

avg: 1.0x

0

10

20

30

40

50

60

02/09 02/10 02/11 02/12 02/13 02/14 02/15 02/16 02/17 02/18 02/19

P/E 12m fwd Long-term avg +1 SD -1 SD

avg: 15.6x

0

5

10

15

20

25

30

02/09 02/10 02/11 02/12 02/13 02/14 02/15 02/16 02/17 02/18 02/19

EV/EBITDA 12m fwd Long-term avg +1 SD -1 SD

avg: 8.1x

This report is generated for Zafer Rüzgar



 

 

ISRA VISION Initiating Coverage 

18 Feb 2019 Pareto Securities Research 29(38) 

Appendix 

 

Management 
 
As the founder and CEO of ISRA VISION, Mr. Ersü has developed the company 
from a start-up phase to a Tec- and SDAX listed firm. Born in Istanbul, Turkey he 
finished a German high-school there and moved to Darmstadt, Germany to 
pursue studies in Electronic Engineering at the Technische Universität 
Darmstadt (TU Darmstadt). After completing his graduate studies in 1979, Mr. 
Ersü worked as a research assistant at the TU Darmstadt in the field of control 
systems theory. During this time he developed the vision technology, which laid 
ground for the vision systems distributed by ISRA VISION. In 1985 Mr. Ersü and 
his colleagues founded “ISRA Systemtechnik” to further develop and market 
this invention. Following a spin-off in 1997, ISRA VISION was formed, to become 
publicly listed in 2000. As of October 2018 Mr. Ersü holds 25% of the company’s 
shares. Mr. Ersü is a member of the executive board of VDMA, and served 
previously as its chairman (machine vision division). 
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Selected Product Portfolio (Extract) 
 
“Touch & Automate” product line  
ISRA developed this standardized 3D machine vision product line to achieve 
higher automation efficiency and deploy a cutting edge technology. The 3D 
machine vision portfolio consists of easy-to-use products for the factory floor 
based on a combination of intelligent sensors and machine vision software, 
both developed by ISRA. ‘Touch & Automate’ portfolio adds wireless sensor 
networks to the customers’ production lines: it uses adaptive sensor technology 
in networked production environments and enables the sensors to 
communicate between each other and a connected database via WLAN. All the 
products of this line require no experts’ knowledge and are directly compatible 
with diverse robots, devices and automation architectures. Superiority of the 
product line was confirmed by the ‘2015 German Business Innovation Award’ 
presented to ISRA for their innovative 3D sensor product line “Touch & 
Automate”. 
 
X-GAGE3D 
X-GAGE3D is an integrated sensor & software solution for fast and precise 3D 
measurement and digitization of components. It is suitable for both stationary 
and robot-guided applications. The sensor head is equipped with high-
resolution cameras, high-precision optical systems, and embedded processing 
power, making the sensor able to solve very demanding applications, e.g. 
measurement on glossy objects. Form deviations or Defective parts are 
identified reliably and objectively using either a quick CAD comparison to the 
ideal 3D model or an comprehensive analysis following approved ISO standards. 
In order to digitize larger objects, multiple scans can also be combined to form a 
complete, watertight CAD model. As part of ISRA’s Touch & Automate 
technology concept, the system is quick and easy to deploy without expert 
knowledge. Typical applications can be fully automated as in-line or near-line 
solution in robotic cells for 100% quality measurements or e.g. at design 
departments for reverse engineering, or rapid prototyping.  
 
PowerPICK3D 
PowerPICK3D is a sensor system for the automation of robot-based bin picking 
applications, especially for the separation of small components and for short 
cycle times. The system determines the position of randomly ordered objects at 
different heights and orientations. Using LED lighting technology, the sensor 
generates a high-definition 3D point cloud that enables detection of even small 
components. The automatically generated robot path allows the robot to 
precisely take the components out of the container and bring it to the further 
process. Unlike conventional separation methods, the bin picking system can 
handle different components interchangeably. PowerPICK3D is available in 
different sizes to ensure an optimal emptying of a variety of container types and 
sizes, from small load carriers to large pallet cages. The graphical user interface 
can be used without any expert knowledge. Compatible with all common robot 
types, PowerPICK3D ensures reliable production processes and automation for 
enhanced efficiency. 
 
SpecGAGE3D 
ISRA’s SpecGAGE3D range serves for automated measurement and inspection 
of reflective and specular surfaces on curved and flat objects. The standard 
products can be used off-line, near-line, and in-line, even mounted onto an 
industrial robot for very flexible applications. The systems offer 100% inspection 
for correct component curvature. Possible applications include the control of 
smartphone screens – flat or with rounded edges, head-up displays and high-
gloss injection-molded parts and trims. Automatic CAD comparison safeguards 
both process stability and product quality. All SpecGAGE3D systems work on the 
measurement principle of deflectometry, in which a reflective pattern is 
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captured and then evaluated by multiple cameras. Based on these pictures 
defects can be detected and classified. 
 
PainScan 
The PaintVision inspection system detects and classifies 2d and 3D surface 
defects on painted and ED-coated, e.g. in the automotive, white goods or 
consumer goods industry. The modular system utilizes an inspection sensor 
with an integrated analysis unit for inspecting the entire component surface. 
Several LED-based high-speed illumination modes and multi-level image 
processing algorithms to ensure that the surface is sampled multiple times in 
order to increases the robustness. Once successfully detected, all quality-
related surface defects, such as dents, scratches, and inclusions, are classified 
using proven algorithms and according to the individual customer’s 
specifications. Optional downstream stations can automatically mark the 
defects for reworking or even rework them directly with automated polishing 
robots. 
 
Surface Inspection Products 
The portfolio in the field of surface inspection offers fully automated, camera-
based inspection solutions for various different materials such as glass, plastics, 
print products, etc., changing types of surfaces such as homogeneous, 
patterned, coated, etc., and multiple steps during the production process. The 
solutions consist of both engineered and manufactured in-house components 
and modules. The products are able to identify and classify smallest defects on 
the material at highest production speed. The results are not only used for 
single ok / not-ok decisions of the respective material but further more 
statistically analyzed for general improvement of overall process efficiency. 
 
NarrowSTAR 
NarrowSTAR is an inline inspection system for 100% quality and process control 
for all narrow web applications and labels in the printing industry. Its compact 
design – the entire system is included inside the optical sensor – allows 
inspection even when space is restricted. With real-time defect detection and 
classification, the system makes it possible to immediately react to quality 
issues and to eliminate the cause of defect. This leads to sustainable cost-
savings since waste is reduced and yield increases substantially. In addition to 
the usual inspection function, NarrowSTAR provides tools such as instant PDF 
comparison and an automatic inspection to improve the workflow efficiency. 
This also ensures the print quality according to pre-defined standards and 
within specific tolerances.  
 
PowerPlate (P2) 
Power Plate is a product for use in the flat glass industry. Based on different 
product options the customers are able to check every glass plate for e.g. 
deviations of dimensions, defects on the surface and inside the material, 
coating defects, color, edge defects from cutting, etc. automatically. Every 
single defective glass sheet is detected and can be rejected immediately 
ensuring a significant reduction in scrap and improvements in product quality. 
Equipped with full online process analysis tools for operators, the systems 
support easy and fast analysis of actual plate glass processing. In addition, 
advanced analysis and statistics are available to support process optimization. 
 
MOD-Q Vision  
In solar industry, optical inspection of solar modules is used to find cell level 
defects and module level defects within one integrated measurement. The 
MOD-Q VISION fully-automated inline inspection system creates a reliable data 
basis for production analysis. The system checks and measures features, such as 
cell positioning, foreign objects or bubbles within a solar module. MOD-Q 
VISION can be integrated into new and existing production lines. It can also be 
adjusted to enable inspection of different print patterns, as well as different 
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solar module designs as unframed and framed ones. The systems lead to 
permanent cost savings in production, increase the reliability of quality 
assessments, and form the basis for correct management decisions in 
photovoltaic production. 
 
DebrisScan 
The product is used by customers in semiconductor electronics industry for 
inspection of defects on wafer surfaces and can be used in front-end-of-line 
(FEOL) and back-end-of-line (BEOL). It is based on line scan camera technology 
and is a high-resolution 2D metrology system. DebrisScan uses an optical 
resolution of up to 1 μm for non-contact inspection of defects. Thus it qualifies 
especially for inspection of wafers for LEDs and MEMS (Micro-Electro-
Mechanical Systems). It features high-speed line camera and illumination 
layouts in its defect recognition technology. It is regarded as an adjustable 
illumination system that can be easily integrated into high volume wafer 
handling systems thereby enabling measurements and examinations to be 
performed at the same spot.  
 
E
PROMI 

The 
E
PROMI (Enterprise Production Management Intelligence) software solution 

is one of the leading products in ISRA’s production analytics portfolio. It 
aggregates the mostly isolated data from inspection and metrology systems 
along the process in distributed production plants and connects it intelligently. 
Predefined reports, so called 

E
COCKPITS incorporate ISRA’s long experience in 

its industrial target markets to provide answers to fundamental questions for 
specific users and industries. Pattern recognition and root-cause-analyses allow 
identification of production problems and thus stepwise improvement of 
overall production efficiency and yield. 
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PROFIT & LOSS (fiscal year) (EURm) 2014 2015 2016 2017 2018 2019e 2020e 2021e

Revenues 102 112 129 143 153 168 186 207

EBITDA 29 32 38 43 49 53 59 65

Depreciation & amortisation (9) (10) (12) (15) (16) (17) (18) (20)

EBIT 20 23 26 28 33 37 41 45

Net interest (1) (1) (0) (0) (0) (0) (0) (0)

Other financial items -                        -                        -                        -                        -                        -                        -                        -                        

Profit before taxes 19 22 25 28 33 36 41 45

Taxes (6) (7) (7) (7) (10) (11) (12) (13)

Minority interest (0) 0 (0) (0) (0) (0) (0) (0)

Net profit 13 15 18 21 23 26 29 32

EPS reported 0.59 0.68 0.80 0.94 1.06 1.17 1.30 1.46

EPS adjusted 0.59 0.68 0.80 0.94 1.06 1.17 1.30 1.46

DPS 0.08 0.08 0.10 0.12 0.15 0.15 0.16 0.18

BALANCE SHEET (EURm) 2014 2015 2016 2017 2018 2019e 2020e 2021e

Tangible non current assets 6 6 6 5 5 5 5 5

Other non-current assets 103 110 113 116 120 121 123 125

Other current assets 102 125 128 134 154 159 169 184

Cash & equivalents 11 15 17 30 35 52 66 78

Total assets 222 256 264 285 313 336 362 392

Total equity 130 144 159 177 198 220 246 274

Interest-bearing non-current debt 40 50 36 31 33 31 29 27

Interest-bearing current debt -                        -                        -                        -                        -                        -                        -                        -                        

Other Debt 50 59 64 74 79 82 84 87

Total liabilites & equity 222 256 264 285 313 336 362 392

CASH FLOW (EURm) 2014 2015 2016 2017 2018 2019e 2020e 2021e

Cash earnings 27 28 38 40 41 44 47 52

Change in working capital (7) (16) (4) (3) (15) (4) (8) (13)

Cash flow from investments (14) (15) (16) (17) (20) (18) (20) (22)

Cash flow from financing (3) 8 (16) (7) (0) (5) (5) (6)

Net cash flow 2 4 2 13 5 18 14 12

CAPITALIZATION & VALUATION (EURm) 2014 2015 2016 2017 2018 2019e 2020e 2021e

Share price (EUR end) 9.7 10.0 19.8 32.0 43.3 27.7 27.7 27.7

Number of shares end period 22 22 22 22 22 22 22 22

Net interest bearing debt 29 35 19 1 (2) (21) (37) (51)

Enterprise value 245 258 458 706 951 590 574 561

EV/Sales 2.4 2.3 3.6 4.9 6.2 3.5 3.1 2.7

EV/EBITDA 8.5 8.0 12.2 16.4 19.4 11.1 9.8 8.6

EV/EBIT 12.3 11.4 17.9 24.9 28.6 16.1 14.1 12.4

P/E reported 16.3 14.8 24.7 34.1 41.0 23.6 21.2 18.9

P/E adjusted 16.3 14.8 24.7 34.1 41.0 23.6 21.2 18.9

P/B 1.7 1.5 2.7 4.0 4.8 2.8 2.5 2.2

FINANCIAL ANALYSIS & CREDIT METRICS 2014 2015 2016 2017 2018 2019e 2020e 2021e

ROE adjusted (%) 10.5 10.8 11.6 12.2 12.3 12.3 12.3 12.3

Dividend yield (%) 0.8 0.8 0.5 0.4 0.3 0.5 0.6 0.7

EBITDA margin (%) 28.1 28.9 29.3 30.0 32.1 31.8 31.6 31.5

EBIT margin (%) 19.5 20.1 19.9 19.8 21.8 21.8 21.8 21.9

NIBD/EBITDA 1.00 1.08 0.51 0.03 (0.04) (0.40) (0.63) (0.78)

EBITDA/Net interest 33.19 44.89 - - - - - -
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Disclaimer and legal disclosures

Origin of the publication or report 
This publication or report originates from Pareto Securities AS (“Pareto Securities”), reg. no. 956 632 374 (Norway), Pareto Securities AB, reg. no. 556206-8956 (Sweden) or Pareto Securities Limited, reg. no.  3994976, 
(United Kingdom) (together the Group Companies or the “Pareto Securities Group”) acting through their common unit Pareto Secu rities Research. The Group Companies are supervised by the Financial Supervisory 
Authority of their respective home countries. 

Content of the publication or report
This publication or report has been prepared solely by Pareto Securities Research.

Opinions or suggestions from Pareto Securities Research may deviate from recommendations or opinions presented by other depar tments or companies in the Pareto Securities Group. The reason may typically be 
the result of differing time horizons, methodologies, contexts or other factors.

Sponsored research
Please note that if this report is labelled as “sponsored research” on the front page, Pareto Securities has entered into an agreement with the company about the preparation of research reports and receives 
compensation from the company for this service. Sponsored research is prepared by the Research Department of Pareto Securities without any instruction rights by the company. Sponsored research is however 
commissioned for and paid by the company and such material is considered by Pareto Securities to qualify as an acceptable min or non-monetary benefit according to the EU MiFID II Directive.

Basis and methods for assessment
Opinions and price targets are based on one or more methods of valuation, for instance cash flow analysis, use of multiples, behavioral technical analyses of underlying market movements in combination with 
considerations of the market situation and the time horizon. Key assumptions of forecasts, price targets and projections in r esearch cited or reproduced appear in the research material from the named sources. The 
date of publication appears from the research material cited or reproduced. Opinions and estimates may be updated in subsequent versions of the publication or report, provided that the relevant company/issuer is 
treated anew in such later versions of the publication or report. 

Pareto Securities Research may provide credit research with more specific price targets based on different valuation methods, including the analysis of key credit ratios and other factors describing the securities 
creditworthiness, peer group analysis of securities with similar creditworthiness and different DCF-valuations. All  descriptions of loan agreement structures and loan agreement features are obtained from sources 
which Pareto Securities Research believes to be reliable, but Pareto Securities Research does not represent or warrant their accuracy. Be aware that investors should go through the specific complete loan agreement 
before investing in any bonds and not base an investment decision based solely on information contained in this publication o r report. 

Pareto Securities Researchhas no fixed schedule for updating publications or reports. 

Unless otherwise stated on the first page, the publication or report has not been reviewed by the issuer before dissemination . In instances where all  or part of a report is presented to the issuer prior to publication, 
the purpose is to ensure that facts are correct. 

Validity of the publication or report
All opinions and estimates in this publication or report are, regardless of source, given in good faith and may only be valid as of the stated date of this publication or report and are subject to change without notice.

No individual investment or tax advice
The publication or report is intended only to provide general and preliminary information to investors and shall not be construed as the basis for any investment decision. This publication or report has been prepared 
by Pareto Securities Research as general information for private use of investors to whom the publication or report has been distributed, but it is not intended as a personal recommendation of particular financial 
instruments or strategies and thus it does not provide individually tailored investment advice, and does not take into accoun t the individual investor’s particular financial situation, existing holdings or l iabilities, 
investment knowledge and experience, investment objective and horizon or risk profile and preferences. The investor must particularly ensure the suitability of an investment as regards his/her financial and fiscal 
situation and investment objectives. The investor bears the risk of losses in connection with an investment.

Before acting on any information in this publication or report, we recommend consulting your financial advisor.

The information contained in this publication or report does not constitute advice on the tax consequences of making any particular investment decision. Each investor shall make his/her own appraisal of the tax and 
other financial merits of his/her investment.

Sources
This publication or report may be based on or contain information, such as opinions, recommendations, estimates, price targets and valuations which emanate from Pareto Securities Research’ analysts or 
representatives, publicly available information, information from other units or companies in the Group Companies, or other n amed sources.

To the extent this publication or report is based on or contains information emanating from other sources (“Other Sources”) than Pareto Securities Research (“External Information”), Pareto Securities Research has 
deemed the Other Sources to be reliable but neither the companies in the Pareto Securities Group, others associated or affi liated with said companies nor any other person, guarantee the accuracy, adequacy or 
completeness of the External Information.

Ratings
Equity ratings: “Buy” Pareto Securities Research expects this financial instrument’s total return to exceed 10% over the next 12 months 

“Hold” Pareto Securities Research expects this financial instrument’s total return to be between -10% and 10% over the next 12 months
“Sell” Pareto Securities Research expects this financial instrument’s total return to be negative by more than 10% over the next 12 months 

Analysts Certification
The research analyst(s) whose name(s) appear on research reports prepared by Pareto Securities Research certify that: (i) all of the views expressed in the research report accurately reflect their personal views about 
the subject security or issuer, and (ii) no part of the research analysts’ compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the research analysts in 
research reports that are prepared by Pareto Securities Research.

The research analysts whose names appears on research reports prepared by Pareto Securities Research received compensation th at is based upon various factors including Pareto Securities’ total revenues, a portion 
of which are generated by Pareto Securities’ investment banking activities.

Limitation of liability
Pareto Securities Group or other associated and affiliated companies assume no liability as regards to any investment, divestment or retention decision taken by the investor on the basis of this publication or report. 
In no event will  entities of the Pareto Securities Group or other associated and affi liated companies be liable for direct, i ndirect or incidental, special or consequential damages resulting from the information in this 
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Risk information
The risk of investing in certain financial instruments, including those mentioned in this document, is generally high, as their market value is exposed to a lot of different factors such as the operational and financial 
conditions of the relevant company, growth prospects, change in interest rates, the economic and political environment, forei gn exchange rates, shifts in market sentiments etc. Where an investment or security is 
denominated in a different currency to the investor’s currency of reference, changes in rates of exchange may have an adverse effect on the value, price or income of or from that investment to the investor. Past 
performance is not a guide to future performance. Estimates of future performance are based on assumptions that may not be realized. When investing in individual shares, the investor may lose all or part of the 
investments.

Conflicts of interest
Companies in the Pareto Securities Group, affiliates or staff of companies in the Pareto Securities Group, may perform servic es for, solicit business from, make a market in, hold long or short positions in, or otherwise be 
interested in the investments (including derivatives) of any company mentioned in the publication or report.
In addition Pareto Securities Group, or affiliates, may from time to time have a broking, advisory or other relationship with a company which is the subject of or referred to in the relevant Research, including acting as 
that company’s official or sponsoring broker and providing investment banking or other financial services.  It is the policy of Pareto to seek to act as corporate adviser or broker to some of the companies which are 
covered by Pareto Securities Research. Accordingly companies covered in any Research may be the subject of marketing initiatives by the Investment Banking Department.

To limit possible conflicts of interest and counter the abuse of inside knowledge, the analysts of Pareto Securities Research are subject to internal rules on sound ethical conduct, the management of inside information, 
handling of unpublished research material, contact with other units of the Group Companies and personal account dealing. The internal rules have been prepared in accordance with applicable legislation and relevant 
industry standards. The object of the internal rules is for example to ensure that no analyst will abuse or cause others to a buse confidential information. It is the policy of Pareto Securities Research that no link exists 
between revenues from capital markets activities and individual analyst remuneration. The Group Companies are members of nati onal stockbrokers’ associations in each of the countries in which the Group Companies 
have their head offices. Internal rules have been developed in accordance with recommendations issued by the stockbrokers associations. This material has been prepared following the Pareto Securities Conflict of 
Interest Policy. 

The guidelines in the policy include rules and measures aimed at achieving a sufficient degree of independence between various departments, business areas and sub-business areas within the Pareto Securities Group in 
order to, as far as possible, avoid conflicts of interest from arising between such departments, business areas and sub-business areas as well as their customers. One purpose of such measures is to restrict the flow of 
information between certain business areas and sub-business areas within the Pareto Securities Group, where conflicts of interest may arise and to safeguard the impartialness of the employees. For example, the 
Investment Banking departments and certain other departments included in the Pareto Securities Group are surrounded by arrangements, so-called Chinese Walls, to restrict the flows of sensitive information from such 
departments. The internal guidelines also include, without l imitation, rules aimed at securing the impartialness of, e.g., analysts working in the Pareto Securities Research departments, restrictions with regard to the 
remuneration paid to such analysts, requirements with respect to the independence of analysts from other departments within the Pareto Securities Group rules concerning contacts with covered companies and rules 
concerning personal account trading carried out by analysts.

Distribution restriction
The securities referred to in this publication or report may not be eligible for sale in some jurisdictions and persons into whose possession this document comes should inform themselves about and observe any such 
restrictions. This publication or report is not intended for and must not be distributed to private customers in the US, or r etail  clients in the United Kingdom, as defined by the Financial Conduct Authority (FCA).

This research is only intended for and may only be distributed to institutional investors in the United States and U.S entiti es seeking more information about any of the issuers or securities discussed in this report should 
contact Pareto Securities Inc. at 150 East 52nd Street, New York, NY 10022, Tel. 212 829 4200. 

Pareto Securities Inc. is a broker-dealer registered with the U.S. Securities and Exchange Commission and is a member of FINRA &SIPC. U.S. To the extent required by applicable U.S. laws and regulations, Pareto Securities 
Inc. accepts responsibility for the contents of this publication. Investment products provided by or through Pareto Securities Inc. or Pareto Securities Research are not FDIC insured, may lose value and are not guaranteed 
by Pareto Securities Inc. or Pareto Securities Research. Investing in non-U.S. securities may entail certain risks. This document does not constitute or form part of any offer for sale or subscription, nor shall it or any part 
of it form the basis of or be relied on in connection with any contract or commitment whatsoever. The securities of non -U.S. issuers may not be registered with or subject to SEC reporting and other requirements. The 
information available about non-U.S. companies may be limited, and non-U.S. companies are generally not subject to the same uniform auditing and reporting standards as U.S. companies. Market rules, conventions and 
practices may differ from U.S. markets, adding to transaction costs or causing delays in the purchase or sale of securities. Securities of some non-U.S. companies may not be as l iquid as securities of comparable U.S. 
companies. Fluctuations in the values of national currencies, as well as the potential for governmental restrictions on currency movements, can significantly erode principal and investment returns.

Pareto Securities Research may have material conflicts of interest related to the production or distribution of this research report which, with regard to Pareto Securities Research, are disclosed herein.

Distribution in Singapore
Pareto Securities Pte Ltd holds a Capital Markets Services License is an exempt financial advisor under Financial Advisers Ac t, Chapter 110 (“FAA”) of Singapore and a subsidiary of Pareto Securities AS. 

This report is directed solely to persons who qualify as "accredited investors", "expert investors" and "institutional investors" as defined in section 4A(1) Securities and Futures Act, Chapter 289 (“SFA”) of Singapore. This 
report is intended for general circulation amongst such investors and does not take into account the specific investment objectives, financial situation or particular needs of any particular person. You should seek advice 
from a financial adviser regarding the suitability of any product referred to in this report, taking into account your specif ic financial objectives, financial situation or particular needs before making a commitment to 
purchase any such product. Please contact Pareto Securities Pte Ltd, 16 Collyer Quay, # 27-02 Income at Raffles, Singapore 049318, at +65 6408 9800 in matters arising from, or in connection with this report.

Additional provisions on Recommendations distributed in the Canada
Canadian recipients of this research report are advised that this research report is not, and under no circumstances is it to be construed as an offer to sell or a solicitation of or an offer to buy any securities that may be 
described herein. This research report is not, and under no circumstances is it to be construed as, a prospectus, offering memorandum, advertisement or a public offering in Canada of such securities. No securities 
commission or similar regulatory authority in Canada has reviewed or in any way passed upon this research report or the merits of any securities described or discussed herein and any representation to the contrary is an 
offence. Any securities described or discussed within this research report may only be distributed in Canada in accordance wi th applicable provincial and territorial securities laws. Any offer or sale in Canada of the 
securities described or discussed herein will be made only under an exemption from the requirements to fi le a prospectus with the relevant Canadian securities regulators and only by a dealer properly registered under 
applicable securities laws or, alternatively, pursuant to an exemption from the dealer registration requirement in the releva nt province or territory of Canada in which such offer or sale is made. Under no circumstances 
is the information contained herein to be construed as investment advice in any province or territory of Canada nor should it be construed as being tailored to the needs of the recipient. Canadian recipients are advised 
that Pareto Securities AS, its affiliates and its authorized agents are not responsible for, nor do they accept, any liability whatsoever for any direct or consequential loss arising from any use of this research report or the 
information contained herein.

Distribution in United Kingdom
This publication is produced in accordance with COBS 12.3 as Non-Independent Research and approved under part IV article 19 of The Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the 
“FPO”) by Pareto Securities Limited for communication in the United Kingdom only to investment professionals as that term is defined in article 19(5) of the FPO. This publication is issued for the benefit of persons who 
qualify as eligible counterparties or professional clients and should be made available only to such persons and is exempt fr om the restriction on financial promotion in s21 of the Financial Services and Markets Act 2000 
in reliance on provision in the FPO.

Copyright
This publication or report may not be mechanically duplicated, photocopied or otherwise reproduced, in full or in part, under applicable copyright laws. Any infringement of Pareto Securities Research´s copyright can be 
pursued legally whereby the infringer will be held l iable for any and all losses and expenses incurred by the infringement. 
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Companies No. of  shares Holdings in  % Companies No. of  shares Holdings in  %

Helgeland Sparebank 1,988,203 9.53% SpareBank 1 Østfold Akershus 1,129,560 9.12%

Pareto Bank ASA 10,842,964 18.50% Sparebanken Vest 4,506,060 7.63%

Companies No. of  shares Holdings in  % Companies No. of  shares Holdings in  %

Helgeland Sparebank 1,988,203 9.53% SpareBank 1 Østfold Akershus 1,129,560 9.12%

NHST Media Group AS 21,475 1.85% Sparebanken Møre 311,739 3.15%

Pareto Bank ASA 10,842,964 18.50% Sparebanken Sør 460,589 2.94%

Selvaag Bolig ASA 2,174,147 2.32% Sparebanken Vest 4,506,060 7.63%

SpareBank 1 BV 1,549,440 2.46% Totens Sparebank 78,246 1.28%

SpareBank 1 SMN 1,879,292 1.45%

Analyst T otal Analyst T otal Analyst T otal 

Company  holdings* holdings Company  holdings* holdings Company  holdings* holdings

AF Gruppen 0 1,675 Grieg Seafood 0 770 Prosafe 0 5,984

Aker 0 514 Helgeland Sparebank 0 1,700 Protector Forsikring 0 14,685

Aker BP 0 5,420 Höegh LNG 0 7,203 REC Silicon 0 159,249

Aker Solutions 0 1,825 Jæren Sparebank 0 500 SalMar 0 130

AKVA Group 0 1,500 Komplett Bank 0 99,934 Sandnes Sparebank 0 17,282

Archer 0 73,520 Kongsberg Gruppen 0 5,901 Scatec Solar 0 35,635

Atea 0 450 KW S Saat 15 15 Seadrill 0 7,384

Austevoll Seafood 0 5,780 Lerøy Seafood 0 33,795 Selvaag Bolig 0 5,000

Avance Gas 0 34,095 Magseis Fairf ield 0 12,879 SpareBank 1 BV 0 10,000

Axactor 0 15,933 Monobank 0 1,355,000 SpareBank 1 Nord-Norge 0 30,000

Bonheur 0 45,209 Mowi 0 1,864 SpareBank 1 SMN 0 16,590

Borr Drilling 0 4,415 NEXT Biometrics 0 2,621 SpareBank 1 SR-Bank 0 39,187

BW  LPG 0 5,569 Nordic Semiconductor 0 5,115 SpareBank 1 Østlandet 0 4,041

DNB 0 35,072 Norsk Hydro 0 113,571 Sparebanken Møre 0 6,550

DNO 0 28,392 Northern Drilling 0 4,060 Sparebanken Sør 0 43,280

DOF 0 138,498 Norwegian Air Shuttle 0 3,264 Sparebanken Øst 0 3,000

Entra 0 14,362 Norwegian Property 0 150,000 Storebrand 0 5,005

Equinor 0 10,101 Ocean Yield 0 32,047 Subsea 7 0 9,001

Europris 0 14,510 Odfjell Drilling 0 8,731 Telenor 0 2,272

Faroe Petroleum 9,600 9,600 Orkla 0 23,746 TGS-NOPEC 0 2,050

Flex LNG 0 13,677 Panoro Energy 0 5,670 XXL 0 10,546

Frontline 0 14,043 Pareto Bank 0 967,091 Yara International 0 19,786

Gjensidige Forsikring 0 8,547 Petroleum Geo-Services 0 60,134 Zenterio 0 78,865

Golden Ocean Group 0 1,824

This overview is updated monthly (last updated 17.01.2019).

*Analyst holdings refers to positions held by the Pareto Securities AS analyst covering the company.

Appendix A

Disclosure requirements pursuant to the Norwegian Securities Trading Regulations section 3-10 (2) and section 3-11 (1), letters a-b

The below list shows companies where Pareto Securities AS - together with affi l iated companies and/or persons – own a portion of the shares exceeding 5 % of the total share capital in any company where a 
recommendation has been produced or distributed by Pareto Securities AS.

Pareto Securities AS or its affi liates own as determined in accordance with Section 13(d) of the US Exchange Act, 1 % or more of the equity securities of : 

Pareto Securities AS may hold financial instruments in companies where a recommendation has been produced or distributed by Pareto Securities AS in connection with rendering investment services, including 
Market Making.

Please find below an overview of material interests in shares held by employees in Pareto Securities AS, in companies where a recommendation has been produced or distributed by Pareto Securities AS. "By material 
interest" means holdings exceeding a value of NOK 50 000.
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Africa Energy Floatel Panoro Energy

Akva Group Fortum Pareto Bank

APC Forsikringsmæglere A/S Gfinity Plc Petro Matad Limited

Arnarlax Gulf Keystone Petroleum Petroleum Geo- Services

Atlantic Sapphire AS Hertha BSC GmbH Pioneer Public Properties Finland Oy

Avida Holding AB Hunter Group Point Resources AS

Bank Norwegian Instabank Quant AB

Bluewater Holding Jactel AS Rødovre Port Holding A/S

Borealis Finance Klaveness Ship Holding Sakthi Global Auto Holdings

Borr Drilling Limited Magseis Sand Hill Petroleum

Brado AB McDermott International SAS

Camanchaca Monobank ASA Scatec Solar

DNO ASA Nemaska Lithium Scorpio Tankers

DOF ASA Northern Drilling Shamaran

Dof Subsea AS Northmill Group AB Siccar Point Energy

Echo Energy Norwegian Air Shuttle SL Bidco

Eco Atlantic Oil and Gas Ocean Yield Sparebank 1 Østlandet

Eidesvik Offshore Odfjell SpareBank1 Buskerud- Vestfold  

Eland Oil & Gas Odfjell Drilling Sparebanken Vest

FFS Bidco Okea AS Union Martime Limited

Filo Mining Corp Okeanis Eco Tankers Vantage Drilling

Flex LNG Pandion Energy

This overview is updated monthly (this overview is for the period 31.12.2017 – 31.12.2018).

Appendix C

Disclosure requirements pursuant to the Norwegian Securities Trading Regulation § 3-11 (4)

Recommendation % distribution

Buy 73%

Hold 23%

Sell 4%

Recommendation % distribution

Buy 91%

Hold 9%

Sell 0%

* Companies under coverage with which Pareto Securities Group has on-going or completed public investment banking services in the previous 12 months

This overview is updated monthly (last updated 17.01.2019).

Distribution of  recommendations

Distribution of  recommendations ( transactions* )

Appendix B 

Disclosure requirements pursuant to the Norwegian Securities Trading  Regulation § 3-11, letters e-f, ref the Securities Trading Act Section 3-10

Overview over issuers of financial instruments where Pareto Securities AS have prepared or distributed investment recommendation, where Pareto Securities AS have been lead manager/co-lead manager or have 
rendered publicly known not immaterial investment banking services over the previous 12 months:

This report is generated for Zafer Rüzgar



 

 

ISRA VISION Initiating Coverage 

18 Feb 2019 Pareto Securities Research 38(38) 

 

 

Aspire Lehto Group Scibase Vostok New Ventures 

Cibus Nordic Real Estate Powercell Sedana M edical

Green Landscaping Holding M agnolia Bostad ShaM aran Petroleum

Byggmästare Anders J Ahlström Cibus Nordic Real Estate Saltängen Property Invest ShaM aran Petroleum 

Byggpartner i Dalarna Delarka Holding SciBase Holding Tethys Oil

Cavotec Isofol M edical Sedana M edical Vostok  Emerging Finance

2G Energy * Freenet M LP * Siemens Healthineers AG

Aixtron * Gesco * M OBOTIX AG SM T Scharf  AG *

Baywa GFT Technologies * M TU Aero Engines Surteco Group *

Biotest * Gigaset * OVB Holding AG Syzygy AG  *

Brenntag Heidelberg Pharma * Procredit  Holding * TAKKT AG

CORESTATE Capital Holding S.A. Hypoport  AG PSI SOFTWARE AG * Vapiano

Daldrup & Soehne * Intershop Communicat ions AG PWO * va-Q-tec *

Demire Logwin * RIB Software * Viscom *

Epigenomics AG* M anz AG * S&T AG * windeln.de

Euromicron AG * M AX Automation SE * Schaltbau Holding AG

Eyemaxx Real Estate M erkur Bank SCOUT24

Adler M odemaerkte Hypoport  AG OHB SE Vapiano

Baywa Intershop Communicat ions AG OVB Holding AG

BB Biotech M erkur Bank Schaltbau Holding AG

Eyemaxx Real Estate M OBOTIX AG Siegfried Holding AG

Appendix D

This section applies to research reports prepared by Pareto Securities AB. 

Disclosure of positions in financial instruments 
The beneficial holding of the Pareto Group is 1 % or more of the total share capital of the following companies included in P areto Securities AB’s research coverage universe: None

The Pareto Group has material holdings of other financial instruments than shares issued by the following companies included in Pareto Securities AB’s research coverage universe: None

Disclosure of assignments and mandates 
Overview over issuers of financial instruments where Pareto Securities AB has prepared or distributed investment recommendation, where Pareto Securities AB has been lead manager or co -lead manager 
or has rendered publicly known not immaterial investment banking services over the previous twelve months:

Members of the Pareto Group provide market making or other liquidity providing services to the following companies included in Pareto Securities AB’s research coverage universe: 

Members of the Pareto Group have entered into agreements concerning the inclusion of the company in question in Pareto Securities AB’s research coverage universe with the following companies: None
This overview is updated monthly (last updated 17.12.2018).

Appendix E

Disclosure requirements pursuant to the Norwegian Securities Trading Regulation § 3-11, letter d, ref the Securities Trading Act Section 3-10

Designated Sponsor
Pareto Securities acts as a designated sponsor for the following companies, including the provision of bid and ask offers. Th erefore, we regularly possess shares of the company in our proprietary trading 
books. Pareto Securities receives a commission from the company for the provision of the designated sponsor services. 

Appendix F

Disclosure requirements pursuant to the Norwegian Securities Trading Regulation § 3-11, letter g, ref the Securities Trading Act Section 3-10

Sponsored Research
Pareto Securities has entered into an agreement with these companies about the preparation of research reports and – in return - receives compensation.

* The designated sponsor services include a contractually agreed provision of research services.

This overview is updated monthly (last updated 17.12.2018).

This report is generated for Zafer Rüzgar


	Rating_pic
	front_stock
	est_chg
	Front_stock_details
	Graf_front
	SRDisc
	front_analysts
	toBeSaved001
	toBeSaved002
	Front_table
	Last_page_year
	Last_page_year_ratio
	Last_page_quarter_ratio
	PEFY1
	DISCLAIMERP1
	OLE_LINK1
	DISCLAIMERP2
	DISCLAIMERP3
	DISCLAIMERP4

