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Somero has produced another strong set of full year results with EBITDA, PBT, EPS and DPS 

coming in ahead of analysts’ expectations. With continued strong trade in the US, increased 

penetration of the products into China and growth in a number of other markets, we believe the 

company will again demonstrate very good growth in 2015. 

 2014 results overview 

Somero reported 32% growth in revenues during the 12 month period to $59.3m. This compared to our forecast 

of $57.9m. Significant sales growth gave the business much improved overhead recovery, enabling the EBIT 

Margin to increase from 14.2% to 21.2% (we believe the margin will continue to edge up over the next 4-5 

years, settling at c23-24% by 2018). The combination of excellent top line growth coupled with margin 

expansion drove PBT growth of 91% to $12.4m versus our forecast of $12.0m, and PAT of 14.5m versus our 

forecast of $15.0m. Basic EPS came in at 26c, well ahead of our forecast of 23c (higher profits and a lower 

number of shares in issue), and the company has also surprised on the upside on DPS with 4.0c announced 

for 2014 versus our forecast of 3.5c. The company has net cash of $6.6m. Overall these are an excellent set 

of results. 

■ 2014 results in more detail 

Overall the company enjoyed sales growth in 7 of its 10 markets. The US and China remain the largest markets 

from the businesses perspective and the company enjoyed significant progress in both. Sales in the US grew 

by 46% to $37.2m and it is worth bearing in mind that the company achieved over 40% sales growth the 

previous year. A combination of solid construction sector growth, new product sales and healthy levels of 

machine replacement demand is driving this growth. In China, the company achieved 44% sales growth to 

$9.5m with increased sales and service presence. Penetration rates in this key growth market continue to 

improve and overall investment in Asia by Somero is leading to sales growth in a number of important growth 

markets. The market will be pleasantly surprised to see 20% sales growth in Europe during 2014. On product, 

the new S-485 Laser Screed machine was introduced in October 2014 and achieved $0.9m of sales in the 

short period to Dec 31. From a margin perspective, the impressive top line growth achieved by the company 

in recent years has led to significantly improved overhead recovery. The EBITDA margin achieved in 2014 

(25.2%) is almost double that achieved just 2 years ago (2012: 13.1%) and we believe this level of EBITDA 

margin is sustainable. 

 The potential for significant growth in the dividend 

The company's 5.5c DPS is well ahead of analyst forecasts. Interestingly the dividend cover ratio (30% payout) 

is still relatively conservative and the company has a healthy net cash position. The long term goals for the 

company currently include this 30% DPS payout ratio and this offers significant dividend growth prospects 

based on our EPS growth forecasts for the next 4-5 years. However, given the company's strong market 

position, it's growth prospects and healthy balance sheet, management could consider adjusting its long term 

dividend payout ratio to 33%, 35% or even 40%. This would provide significant growth in the dividend. 
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Current trade 

The company is trading very well in its largest market, North America. A combination of growth in the underlying construction 

market, good growth in new product sales and replacement demand continues to supportive the top line. The company 

believes that this will lead to strong sales into 2015. It also sees strong growth in Asian markets in 2015 and a Latin and 

South American top line improvement based on good growth coming out of Mexico.  

Broker Profile forecasts 

We are just 3 months into the current financial year and therefore we will be publishing a detailed review of forecasts out 

to 2019 in the coming months. At this early stage in the year, we believe given the healthy current trade statement, our 

forecasts for 2015 look well underpinned. We currently forecast total sales of $63.8m, PBT of $13.2m and Basic EPS of 

16.4c. We are upgrading our DPS forecast from 4.0c to 6.0c. 

Previous research on Somero by Broker Profile 

We published two detailed notes on Somero in H2 2014. These notes outline the business, its strategic review and 

objectives, and growth prospects out to 2019. We would recommend these notes to interested investors who are not familiar 

with the business. 

 

Somero                  

Income 
Statement 

        

         

  2012A 2013A 2014E 2015E 2016E 2017E 2018E 2019E 

         

Revenues 32.20 45.1 59.32 63.77 70.17 76.91 84.29 90.95 

Gross Profit 15.70 23.50 31.96 34.88 38.95 43.07 47.20 50.93 

Ebit 1.40 6.40 12.60 13.18 14.71 17.01 19.48 21.91 

Ebitda 3.90 9.00 15.05 15.58 17.11 19.21 21.78 24.11 

EPS (c) (basic) 1.77 9.75 25.76 16.45 17.63 20.13 22.72 24.96 

EPS (p) Adj dil 3.76 8.07 12.17 11.38 12.18 13.62 15.10 16.81 

DPS (c) 0.80 2.20 5.50 5.98 6.30 7.19 8.11 8.91 

 

Source: Broker Profile, Somero Enterprises 
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Somero                 

Cash Flow                 

         

  2012A 2013A 2014A 2015E 2016E 2017E 2018E 2019E 

         

Operating 
Cash Flow 

3.00 7.70 15.00 14.20 15.71 18.01 20.58 23.11 

         

Source: Broker Profile, Somero Enterprise 

 

 

Somero           

Balance Sheet           

      

  2012A 2013A 2014E 2015E 2016E 

      

Total Assets 26.90 32.10 39.20 48.20 55.62 

Total Liabilities -6.80 -8.20 -8.40 -13.46 -14.06 

Net Assets 20.10 23.90 30.80 34.73 41.57 

 

Source: Broker Profile, Somero Enterprise



 

This document is a marketing communication which is designed to educate and inform professional investors about the subject company. The subject company pays Broker 
Profile Research a fixed annual fee to cover the costs of research production and distribution, and the research has not been prepared in accordance with regulatory 

requirements designed to promote the independence of investment research. Broker Profile Research does not make recommendations. Any comments in this report 

regarding the valuation of a financial security are based on comparisons with similar securities; they are not forecasts of a likely share price. This document is not an offer 
to buy or sell, or a solicitation of an offer to buy or sell, the securities mentioned. 

Broker Profile does not buy or sell shares, nor does it conduct corporate finance transactions, nor does it undertake investment business either in the UK or elsewhere. 

Broker Profile Research is not regulated by the Financial Conduct Authority (FCA). Neither Broker Profile Research nor the analyst responsible for this research owns 
shares or other securities issued by the company analysed in this research note, nor do they have a position in any derivative contract based on those securities. 

This research is provided for the use of the professional investment community, market counterparties and sophisticated and high net worth investors as defined in the rules 
of the regulatory bodies. It is not intended for retail investors. Any such individual who comes into possession of this research should consult an authorised professional 

adviser. 

The information contained in this document has been compiled from sources believed to be reliable, but no guarantee whatsoever is given that the information is complete 
or accurate, or that it is fit for a particular purpose. This document was issued by Broker Profile Research without legal responsibility, and is subject to change or withdrawal 

without notice. By reading this document, you confirm that you have read and understand the above, and that you shall not hold Broker Profile Research or any of its 

members and connected companies liable for any loss that you may sustain should you decide to buy or sell any of the mentioned securities." 
 

 

 
  

 


