
                           

  

  
  

 

 

 

GORENJE D.D. 
  www.gorenje.si 
 

Stock data as of 09.11.2015

Market price (EUR) Market Cap  (EUR) 105.1

52 week range (EUR) No. of Shares 24.4

Avg. daily trade vol., EUR(k)  Free float 62%

Average daily % of stock traded Dividend yield 1.4%

Price performance 3 months 12 months Multiples:        TTM 2015F

P/E neg. neg.

price change in % -28.3% -33.8% EV/Sales 0.4 0.4

SBI TOP index change in % -4.5% -14.0% EV/EBITDA 6.6 6.0

relative to SBI TOP index in % -25.0% -23.1% EV/EBIT 17.7 13.8

4.30

4.3-6.7

57.06

0.041%

 

   Key figures (According to International Accounting Standards) Consolidated data in EURm 

 
Income statement: Balance sheet:

million € FY2013 FY2014 FY2015 FY2016 million € FY2013 FY2014 TTM

Sales 1,240.5 1,251.3 1,221.1 1,197.5 Investments 31.9 27.4 26.0

 Growth yoy -1.8% 0.9% -2.4% -1.9% Cash 38.6 35.8 23.2

EBITDA 78.2 85.6 80.5 91.4 Debt 397.4 367.6 424.5

 Margin 6.3% 6.8% 6.6% 7.6% Net debt 358.8 331.8 375.4

EBIT 36.3 42.5 34.7 44.9 Equity 380.7 377.4 360.8

 Margin 2.9% 3.4% 2.8% 3.7% Assets 1,148.1 1,102.4 1,161.6

Net income -25.2 1.0 -7.5 7.2 D/E 104.4% 97.4% 117.7%

 Growth ROE -6.6% 0.3% -3.4%

EPS -0.9 0.1 -0.1 0.3 ND/EBITDA 4.6 3.9 5.2

    

Recent news and outlook revision: 
 For 2015 Gorenje planned revenues of EUR 1.22bn, EBITDA of EUR 91.4m, EBIT of EUR 41.7m and net 

profit of EUR 6.1m. In 9M15 Gorenje realized 71.5% of planned revenues, 55.6% of EBITDA, 39.2% of 
EBIT and posted a loss. Therefore in 9M15 report Gorenje maintained revenues projections, but lowered 
its plan for EBITDA (EUR 80.7m) and net loss (EUR 7.8m). 

 Gorenje also published a new strategic plan 2015-2020. The Group plans sales revenue CAGR of 6.2% 
in 2015-2020 period (EUR 1,562m by 2020). 92% of the sales should be generated in core Home 
segment. This plan is based on assumption overseas segment sales will surge from EUR 114m in 2015 
to EUR 196m in 2020 or 14% of all sales in Home segment. Also this plan is based on assumption Asko 
brand sales will more than double to EUR 206m in 2020 with total premium product sales to total sales 
share increasing to 30%. This should translate into EBIT margin of 4.5% (3.4% achieved in 2014) or 
EUR 70m and EBITDA of 9.0% (2.1 p.p higher from 2014). Net debt to EBITDA ratio should decrease 
below comfortable 2.5.  

Valuation commentary: 
 9M15 results are below our expectations on the revenue and on the net income side. We therefore 

lowered our estimates regarding bottom line (EBITDA by only EUR 1.0m; net loss for the year). We 
must also note Gorenje was so far quite unsuccessful regarding achieving its guidance and while some 
of the current problems are unfortunately outside Gorenje management influence sphere, it’s likely 2015 
will add another guidance miss to already bad track record. 

 While on a first glance new 2015-2020 strategy looks bright, and the only (but crucial) weak point being 
bad track record regarding delivery, it’s actually even disappointing regarding cash flow generation. 
EBITDA is supposed to spiral from EUR 80.7 (estimated for 2015) to EUR 140m by 2020, however 
management also mentions free cash flow will amount to EUR 20m in 2019. This means 120m is 
covered by net financial expenses (net debt in absolute terms will slightly increase given the data), 
taxes and especially CAPEX. This is confirmed by a planned surge in D&A expenditure and possibly by 
hinted new plant outside EU in 4-5 years (Brazil, Asia, Russia?). However, this implies shareholders will 
need to wait for strong cash generation another 5 years as net CAPEX will grow side in side with strong 
NOPAT growth. True, after 5 years, shareholders could reap the substantial benefit through significant 
reduction in CAPEX (which seems to be at 5.5-6.0% of sales versus regular 3.5-4.0%) thereby lifting 
free cash flow generation, but only if guidance is delivered. Past deliveries are not encouraging.  

 We could say that Gorenje raised the growth potential given our past model projections, but also 
inherent risks that come with CAPEX overhaul. Patience is thin and therefore we are sceptical investors 
will up the ante before better quarterly or even annually result dynamic is actually established. 

 Target price additionally lowered to EUR 4.0, while sell recommendation remains in place as we see 
return/risk still unfavourable. A complete overhaul of valuation will be done in FY2015 report. 

 It is true however that given operational and financial leverage of Gorenje, shares could pose a 
significant sentiment upside for speculative investors betting on cyclical recovery.  
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        9M15 Results 
 

                                       Results again below our expectations with loss of EUR 9.4m in 9M15 
million € 9M14 9M15 YoY 3Q14 2Q15 3Q15 QoQ YoY

Sales 915.0 875.2 -4.3% 310.3 289.8 317.5 9.5% 2.3%

EBITDA 63.9 50.8 -20.5% 21.5 17.9 17.2 -4.1% -20.2%

 Margin 7.0% 5.8% 6.9% 6.2% 5.4%

EBIT 31.7 16.3 -48.5% 10.5 6.3 5.6 -11.1% -47.0%

 Margin 3.5% 1.9% 3.4% 2.2% 1.8%

Net income 3.8 -9.5 0.8 -4.8 -2.5

 Margin 0.4% -1.1% 0.3% -1.7% -0.8%

 
  In 9M15 Gorenje Group sales revenues amounted to EUR 875.2m which is 4.3% less versus 9M14. 

Achieved revenues were slightly below our expectations of EUR 891.3m. Slight relief is that in 3Q15 

revenues amounted to EUR 317.4m and increased by 2.3% YoY. 
 Eastern Europe region had a 53.1% stake in total sales, down by 6.5% YoY to EUR 454.0m. Western 

Europe sales represented 38.6% of all sales, down by 2.6% YoY. Sales volume outside Europe 
increased by 1.1% YoY and amounted to EUR 83.1m.  

 In business segment Home sales revenues (86.4% of total sales) decreased by 3.4% YoY to EUR 
756.1m, which is mainly the consequence of exchange rate fluctuations. Excluding effects of 
exchange rate fluctuations revenues would stood at 9M14 level. In Western Europe sales declined by 
3.2%, while in Eastern Europe sales were down 4.6% YoY (+3.3% excluding FX impact). On the 
other hand sales increase was recorded outside Europe +1.1% YoY (-1.2% excluding FX impact). 
Again 3Q15 YoY respective growth rates are mostly better: -3.5% for Western Europe, but +4.4% 
for Eastern Europe and nice 36.3% growth for other markets. 

 In business segment Portfolio Investments revenues decreased by 10.1% YoY to EUR 119.1m, 
mostly due to lower sales of coal and medical equipment and machine and tool manufacture.  

Sales in mio EUR 1Q12 2Q12 3Q12 4Q12 1Q13 2Q13 3Q13 4Q13 1Q14 2Q14 3Q14 4Q14 1Q15 2Q15 3Q15

Portfolio 53.4 52.6 33.7 52.2 49.6 38.0 34.7 53.1 48.3 46.9 37.2 47.3 44.0 41.0 34.1

Home 239.9 260.5 270.5 300.3 239.8 262.7 272.3 290.3 242.4 263.1 271.3 289.1 224.0 248.8 283.3  
 COGS stood at EUR 683.2m and was slightly lower versus 9M14. Therefore gross margin deteriorated 

by 2.5 p.p. Labor cost remained at the same level than in 9M14 and amounted to EUR 171.2m, while 
average number of employees stood at 10,544, which is 12 more than in the same period last year. 
D&A costs increased by EUR 2.3m to EUR 34.5m. Other operating expenses were almost in line with 
9M14 an amounted to EUR 15.0m.  

 Consequently EBITDA margin decreased by 
1.2 p.p. to 5.8%, while EBITDA itself 
decreased by 20.5% YoY to EUR 50.8m. 
EBIT decreased by 48.5% YoY to EUR 
16.3m, while EBIT margin decreased by 1.6 
p.p. The deterioration is mainly the 
consequence of lower contribution margin 
at the level of cost of goods and material 
due to political and economic instability in 
Russia and strengthening of the USD 
against EUR (affected profitability of 
appliances that are not manufactured in-house and acquired in USD). Currency ratio had a negative 
impact on the margins in the amount of EUR 6.3m.  

 In business segment Home a positive EBIT was generated in the amount of EUR 12.0m, which 
represents a decrease by EUR 14.3m YoY. In business segment Portfolio Investments EBIT 
amounted to EUR 4.3m, which represent a decrease of EUR 1.1m.  

 Net financial expenses improved a bit, namely from EUR 24.8m in 9M14 to EUR 23.7m.  
 Net loss stood at EUR 9.4m, which represents deterioration compared to 9M14, when net profit was 

at EUR 4.0m. In 3Q15 net loss stood at EUR 2.5m. Achieved bottom line was below our 
expectations. However without negative effects of USD strengthening over the EUR and the negative 
impact caused by Russia, the Group would achieve a positive net income.  

 Reported net financial debt stood at EUR 401.4m and was higher compared to 9M14. Reported net 
debt to EBITDA ratio is at 5.5 (including only cash items).  

 In 9M15 negative net cash flow from operating activities was recorded in the amount of EUR 23.9m 
versus negative EUR 6.4m in the same period last year, due to operations and working capital 
changes. Additionally net cash used in investing activities was negative in the amount of EUR 38.7m, 
EUR 7.0m more than in 9M14. We note that NWC improved, as it lowered from 32.7% of sales in 
9M14 to 31.9% in 9M15. This was expected as management promised working capital optimization. 

 CAPEX amounted to EUR 45.3m, which is EUR 10.9m more compared to the same period last year. 
 Regarding negative operating cash flow and net debt to EBITDA ratio of 5.5 we should however note 

that 4Q is seasonally strong quarter. EBITDA is now guided at EUR 90.7, gross debt at EUR 340m. 

Revenues 
decreased by 
4.3% YoY and 
spread on East 
and West Europe. 
 
 
 
Although 
recognizably 3Q 
points to a better 
trend.  
 
 
 
 
 
 
 
 
 
 
 
 
Margins 
consequently 
contracted. 
 
 
 
 
 
 
 
 
 
 
 
 
 
Net loss recorded 
as Gorenje 
disappointed. 
 
 
 
 
Net debt position 
increased, but 
affected by 
seasonal 
dynamic. 
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Brief Company profile  
 
Gorenje is a manufacturer of white goods and has approximately 4.24% of European market share. 
Around 90% of its products are sold under its own brand name. Its production capacity is 3.6m 
large household appliances, while employing little less than 10.500 employees.  
In recent years, Gorenje grew organically and through acquisitions, the largest being ATAG in 2008 
and Asko in 2010. But at the same time Gorenje divested several non-core assets including Interior 
Design Division in 2013. Unconsolidated South-East European and East European markets represent 
a great opportunity for Gorenje’s future growth, while Gorenje is also targeting mature West-
European and Overseas markets through improving perception of its brand name and acquired 
brand names. In July 2013 it entered strategic alliance with Panasonic Corporation. 
 

Group sales by region (9M15)   Group sales by segment (9M15) 
 

 
 

  

Disclaimer  GENERAL DISCLOSURE 

 
ALTA Invest, investicijske storitve, d.d. (eng. ALTA Invest, investment services Inc.) with its registered office at Ljubljana, Železna cesta 18, 1000 Ljubljana 
(hereinafter referred as ALTA Invest) is responsible for preparation and issuing of this investment recommendations. ALTA Invest is supervised by the 

Slovenian Security Market Agency, Poljanski nasip 6, Ljubljana. 
 
ALTA Invest may trade with the financial instruments mentioned in this document for its own account and may also engage in securities transactions in a 

manner inconsistent with the content of this research report as a result of short-term trading recommendations by analysts. 
 
Remuneration of the analyst who provides monitoring of a certain issuer is based, among other factors, also on the profitability of ALTA Invest. 

 
In order to avoid and prevent conflict of interests the research department and TradePort are s separate organizational part of ALTA Invest and are 
independent in their decisions regarding selection, monitoring and updating of its investment recommendations of an individual issuer. According to its 

information policy, ALTA Invest observes data privacy and strongly defends access to its data bases and other materials connected with the research 
department against any unauthorized access or persons.  
 

CONFLICT OF INTEREST 
 
Subjects participating in preparation of this document employed by ALTA Invest under a contract of employment or otherwise and who participated in 

making the recommendation, hereby state that their remuneration is not directly linked to the specific recommendations or views expressed in the 
recommendation, either directly to transactions in respect of financial instruments conducted by ALTA Invest and ALTA Invest associated legal entities. 

However, payment of the analyst responsible for monitoring the relevant issuer as mentioned in this document can, among other factors, also be linked to 
the return of ALTA Invest, part of which may also represent a profit from the investment services. 
 

Individuals participating in preparation of this document employed by ALTA Invest under a contract of employment or otherwise and who participated in 
making the recommendation, hereby state that they did not acquire shares of the issuer prior to a public distribution of this document. 
  

ALTA Invest declares that this document was not disclose the issuer, whose financial instrument is the subject of a recommendation, prior to its distribution.  
 
To the knowledge of ALTA Invest:  

 there is no significant participations in terms of the proportion for ALTA Invest, individuals who work for ALTA Invest, under a contract of employment 
or otherwise, and has participated in making, transmission, or distribution of the recommendation, or with any of these subjects related legal persons 

in the issuer, that exceed 5% of the share capital of the issuer or shares of an issuer that exceed 5% of the share capital of ALTA Invest: 
 both ALTA Invest, as well as ALTA Invest associated legal person or other legal persons or individuals who works for ALTA Invest on the basis of a 

contract of employment or otherwise, and who participated in making recommendations could have already in the past or will in the future conclude 
transactions in financial instruments or with issuers that are the subject of investment recommendations. On the day of publication of investment 
recommendations therefore authors of investment recommendations, ALTA Invest, ALTA Invest associated legal person or other legal persons or 

individuals who work for ALTA Invest, under a contract of employment or otherwise, and who participated in making recommendations, could own 
financial instrument referred to in this document. 

 neither ALTA Invest nor individual who works for ALTA Invest on the basis of a contract of employment or otherwise, and has participated in making, 

transmission or distribution of recommendations, nor by any of these subjects related legal person, are market makers  in financial instruments of the 
issuer; neither ALTA Invest nor individual who works for ALTA Invest on the basis of a contract of employment or otherwise, and has participated in 

making, transmission or distribution of recommendations, nor by any of these parties related legal person, led in the past 12 months public offer of 
financial instruments referred to issuer or participated in its implementation;  

 neither ALTA Invest nor individual who works for ALTA Invest on the basis of a contract of employment or otherwise, and has participated in making, 

transmission or distribution of recommendations, nor by any of these parties related legal person, has concluded an agreement or contract for making 
investment recommendations with the issuer; 

neither ALTA Invest nor individual who works for ALTA Invest on the basis of a contract of employment or otherwise, and has participated in making, 
transmission or distribution of recommendations, nor by any of these parties related legal person in respect of financial instruments which are the subject of 
this recommendation, or to an issuer to which the recommendation relates, have conflicts of interest, except for any disclosures in the remainder of this 

document.  
 
LIMITED LIABILITY 

 
The document is, according to the Article 378 of The Securities Market Act, treated as an investment recommendation. The recommendation 
is prepared solely for the purposes of better understanding financial instruments and performance of capital markets and is not intended for a specific 

audience. Therefore it is not to be construed as an offer to buy or sell, nor as a solicitation of an offer to buy or sell any financial instrument. Additionally, no 
opinion in the document is intended to provide any personal investment services or advice, since it does not take into consideration any specific investment 

objectives, financial context or situation, investor knowledge, investor experience or any particular needs of any specific person that has, for whatever 
reason, become familiar with the contents of this document or part of such.  
 

The document was prepared for the purposes of ALTA Invest, investicijske storitve, d.d. clients and is not subject to reproduction, 
distribution or publication without the explicit permission of ALTA Invest, investicijske storitve, d.d.. Similarly, any kind of mediation, variation 
or summarizing of this document is only permitted with the prior explicit written consent of ALTA Invest, investicijske storitve, d.d. Therefore with the 

acceptance and examination of this document, the reader is obligated not to disclose the contents, opinions, conclusions or any other data from this 
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 document, as well as any investment recommendations, evaluations, forecasts or target prices, without the prior explicit permission of ALTA Invest, 
investicijske storitve, d.d. 

 
Any information in this document is based on data obtained from public sources, printed media, annual and semi-annual reports, company presentations, 
Bloomberg L.P., electronic media and other sources, which ALTA Invest, investicijske storitve, d.d. considers to have been reliable on the date of publication 

or, exceptionally, indicates doubts concerning the reliability of such. The financial analysts that have prepared this document have gathered the data, 
reorganised it and processed it according to the principles of fairness and with professional care; however, no representations or guarantees are made by 
ALTA Invest, investicijske storitve, d.d. with regard to the accuracy or completeness of the data. The facts, on which the document is grounded, are clearly 

differentiated from those interpretations, assessments, opinions and other information that are not strictly factual in nature. Projections, forecasts and target 
prices are marked, and the document clearly indicates the central assumptions on which they are based, and are subject to change without notice. These 
forward looking statements involve known and unknown risks, uncertainties and other factors, which may cause actual results, performance, achievements, 

or prospects to differ materially from any future results, performance, achievements or prospects expressed or implied by such statements. The document 
may also contain historical data on the profitability of certain financial instruments; however, past performance is not necessarily indicative of future results.  

 
ALTA Invest, investicijske storitve, d.d. points out that any investments in financial instruments, including the financial instruments that are the subject of 
this document, pose certain risks. When investing in financial instruments, it is important to be aware of both systematic and unsystematic risks. 

Unsystematic risk applies to certain financial instrument that are not under the influence of the entire financial market and are relatively independent of 
developments on those markets. The effects of unsystematic risk can be reduced or eliminated with portfolio diversification. On the other hand, systematic 
risk applies to factors that influence the entire financial market and therefore affect the value of an investor's portfolio. Furthermore, settlement and custodial 

risk in emerging markets may be higher than in markets where there is a long-established infrastructure. Stock liquidity may be impacted by the number of 
market participants that may therefore impact the reliability of any investments made as a result of acting upon information contained in this document. 
Further, risks not discussed in this document may apply to the discussed security. Investors should always investigate the various risk aspects of any security 

in any market before making an investment decision. We advise investors to contact the appropriate investment consultants or brokers to gather additional 
information. 
 

The selling price of a financial instrument is usually not known in advance and can differ from the expected target price used to calculate expected gross 
return. Therefore, realized and expected gross returns may differ. Also, the investor must take into account that provisions, trade costs and taxes will 
influence the final net return earned on the difference between the purchase and selling price of a financial instrument. The difference may be positive or 

negative and cannot be forecast with any certainty in advance. In addition, all investors should be aware of the possibility of failure to achieve forecasted 
events and valuation assumptions on which the document is based, as well as the possibilities of price fluctuation of a particular financial instrument and/or 

issuer. In the case of unfavourable movements of the price of a particular financial instrument, there is the possibility of lower future value of the investment 
compared to the initial (purchase) value or vice versa. If a financial instrument is denominated in a currency other than the investor’s currency, a change in 
exchange rates may adversely affect the price or value of, or the income derived from, the financial instrument, and such investor effectively assumes this 

currency risk. The reader of the document should also be aware of the significant impact of certain assumptions on predicting the target price of the issuer of 
the financial instrument, which is presented in the document, especially in the sensitivity analysis, as well as the fact that past performance is not necessarily 
an indicator of future profitability of the issuer of the financial instrument and vice versa.   

  
ALTA Invest, investicijske storitve, d.d. accepts no responsibility for any damage or loss arising from the use of information in this 
document.  

 
Target price and recommendation is set by determining the fair value of stocks, taking into account fundamental factors and news and should be understood 
as such. The target price and recommendation does not indicate any relative performance of the stock versus a regional or sector benchmark. 

In the period between 01.10.2014 and 1.10.2015 the structure of all investment research was: 

 Number Share  Share of issuers, for which ALTA Invest, investicijske storitve, d.d., has provided 

investment services regarding financial instruments in last 12 months  

Buy 28 60% 21% 

Hold 11 23% 9% 

Sell 8 17% 4% 

Explanation of individual investment recommendations:  
BUY: Based on estimation of the overall expected return ALTA Invest in a given time proposes purchase of shares.  
HOLD: Based on estimation of the overall expected return ALTA Invest in a given time does not propose buying or selling the shares.  

SELL: Based on estimation of the overall expected return ALTA Invest in a given time proposes sale of shares. 
 
Recommendations issued by ALTA Invest, investicijske storitve, d.d. Železna cesta 18, 1000 Ljubljana, are valid for 12 months, except in case of previous 

update of the recommendation. ALTA Invest is not obliged in any way to periodically renewing or updating the recommendations of the issuer, nor is it 
obliged to inform the recipients of recommendations on amendments to the estimates, opinions and projections resulting from events after the publication of 
the recommendations. ALTA Invest in dealing with a customer or on its behalf shall not be obliged to act in accordance with the opinions and estimates 

expressed in investment recommendations that are published by it.  
 

The recipient of this document can use received information and data for personal purposes only, in the case of individual, or business needs if he is a legal 
person (but not for profit purposes). However, it may not be forwarded, transmitted or otherwise provide any other individual or legal person, or distribute or 
reproduce without prior permission of ALTA Invest.  

 
SPECIFIC DISCLOSURES 
 

ALTA Invest, investicijske storitve, d.d. Železna cesta 18, 1000 Ljubljana, Slovenia, and the financial analyst responsible for monitoring the issuer under 
consideration, guarantee that this document has not been disclosed to the issuer of the financial instrument before its public release. 
 

ALTA Invest, investicijske storitve, d.d. and its related legal entities can own shares of the issuer under consideration. A financial analyst responsible for 
monitoring of the issuer under consideration does not have any significant financial interests concerning the financial instrument. They also do not have any 
conflict of interest concerning the issuer under consideration.    

 
ALTA Invest, investicijske storitve, d.d. and/or its related legal entities has performed services concerning financial instruments to the 
issuer under consideration herein within the past 12 months.  

 
ALTA Invest, investicijske storitve, d.d. and related entities may hold securities of the issuer in question herein. 

 
STATEMENT OF FINANCIAL ANALYST 
 

ALTA Invest, investicijske storitve, d.d. (eng. ALTA Invest, investment services, Inc.), and the undersigned financial analysts, responsible for the monitoring 
of the issuer under consideration, declare that they have not received any kind of compensation that could affect the formulation of this document or 
opinions expressed in this document. The recommendation has not been disclosed to anyone before it was publicly released.  

 
Tina Orzan, Analyst. On the day of the public release, the author of the recommendation did not held securities of the relevant issuer.   
Sašo Stanovnik, Head of research. On the day of the public release, the author of the recommendation held securities of the relevant 

issuer.   
 
First release of the recommendation was performed on 13.04.2010. 

Quarterly updates are planned for data, valuation, target price and recommendation. 
 
OTHER INFORMATION 

The contents of the document may be subject to copyright law and thus the court submission. 
Other information on services of ALTA Invest and financial instruments, including general terms and conditions of financial instruments, price list and other 
disclosures are available on http://www.alta.si,  

 http:// http://www.alta.si/dokumenti_pogoji_in_ceniki,  
 http://www.alta.si/Osnove_trgovanja/Razlaga_financnih_instrumentov. 

The distribution and/or content of this document in other jurisdictions may be restricted or differently regulated by law, and the reader 
should inform himself regarding any such restrictions. By accepting this document, the reader consents to be bound by the foregoing 

instructions. 
 

http://www.alta.si/
http://www.alta.si/Organizacija_skupine/Ceniki_pogoji_in_akti
http://www.alta.si/Osnove_trgovanja/Razlaga_financnih_instrumentov

