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On Thursday, Cellularline reported its 4Q/FY20 results, which highlighted a
weaker than expected sales trend, affected by movement restrictions that
penalised stores’ traffic volumes. More in details, in 4Q20 Cellularline reported
sales at €34m, down 28% YoY, a touch below expectations. Adj. EBITDA was at
€7.3m, down 48% YoY and below MBe. The margin was 21.7%, 8.1pp lower than
4Q19 level but 2.2pp ahead of our expectations due to effective cost containment
measures. Adj. net profit was at €2.6m, down 75% YoY and vs €6.3m MBe. The
management proposed to not pay FY20 dividend, considering the uncertainty
about future evolution of the pandemic. Finally, net debt at €49m, in line with
our forecasts. Excluding the cash-out for Worldconnect acquisition (c.€25m), net
debt would be in line with FY19 level, testifying that cash generation remains one
of the key CELL’s strengths, even in tough market conditions.
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Soft start to the year. Return to growth seen gaining momentum from 2H21E
The management mentioned a soft start to the year, with Jan-Feb ’21 sales
slightly below FY20 level, still reflecting tough comparison base. Trend for the
rest of 2021 will depend on pandemic evolution, with the acceleration of
vaccination campaigns from 2Q21 fuelling cautious confidence about a slow and
steady return to growth starting from the end of 1H21. In this context,
management remains focused on i) developing a new route-to market for
Germany, which may include moving away from the “indirect” model; ii) kicking
off the distribution of Altec Lansing products; iii) developing new business
agreements for both the offline and online business; and iv) integrating business
operations of Worldconnect, whose full business recovery is expected from late
‘22, given its exposure to the air travel retail channel.
FY21-22E EBITDA cut by 15%. Full business recovery beyond FY22E
Following the release, we updated our estimates to factor in weaker than
expected trend reported in 4Q20 and the softer start to the year. In particular,
we cut our FY21-22E EBITDA forecasts by 15%. We now assume a 22% top-line
recovery in FY21E, factoring in a gradual acceleration from 3Q21E. At the same
time, we reduced our FY21E adj. EBITDA and adj. profit estimates by 17% and 28%,
respectively, factoring in the impact of lower sales volumes. Going forward, we
assume recovery to consolidate further in FY22E, projecting a 14% sales increase,
with EBITDA margin expanding to c.17% level. With this report we also introduce
our estimates for FY23E, which point to a 4% sales growth, EBITDA margin
improving to 18.6% and net debt of €21m, implying net debt/EBITDA of <1x.
Neutral rating confirmed, new TP of €5.0/sh from previous €5.2/sh
We reduced our DCF-based (9.1% WACC, 1% g) TP to €5.0/share from previous
€5.2/share, reflecting the slower recovery path and the rollover of our valuation
model. As sector’s prospects strongly depend on the effectiveness of vaccination
campaigns, visibility on the strength of business recovery remains limited. While
we appreciate CELL’s discipline in cost containment and cash generation, we see
company’s current limited exposure to the online channel as a drag for multiple
re-rating. We, therefore, confirm our Neutral rating on the name.
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Valuation Matrix
Profit & Loss account (€ m)
Turnover
Turnover growth %
EBITDA
EBITDA margin (%)
EBITDA growth (%)
Depreciation & Amortization
EBIT
EBIT margin (%)
EBIT growth (%)
Net Fin.Income (charges)
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Pre-tax Profit
Tax
Tax rate (%)
Minorities
Net Profit
Net Profit growth (%)
Adjusted Net Profit
Adj. Net Profit growth (%)

2020
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-15
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-3.3%
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2021E
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8
6.6%
nm
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2022E
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25
16.8%
23.3%
-11
13
9.0%
54.3%
-0

2023E
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4.1%
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18.6%
14.8%
-11
17
11.0%
27.5%
0

Multiples
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0.9
5.6
10.5
0.5
3.0%
10.6%
11.3%

2023E
6.0
4.2
0.4
0.8
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0.61
39.2%
0.51
10.12
0.13

2023E
0.55
32.0%
0.75
22.1%
0.87
10.53
0.18

Balance Sheet (€ m)
Working Capital
Net Fixed Assets
Total Capital Employed
Shareholders' Funds
Minorities
Provisions
Net Debt (-) Cash (+)
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On Thursday, Cellularline reported its 4Q/FY20 results, which highlighted a weaker than expected
sales trend, affected by movement restrictions that penalised stores’ traffic volumes. On the positive
side, we flag the better than expected EBITDA margin, which reflected effective cost savings put in
place by the management, and net debt in line with our expectations, testifying that cash generation
remains one of the key CELL’s strengths, even in tough market conditions. More in details, in 4Q20
Cellularline reported:


Sales at €34m, down 28% YoY, a touch below expectations, strongly penalised by Covid-19
restrictions that weighed on stores’ traffic volumes. As regards the business segments, the
drop was driven by the Red Line (group’s core business), which was down-33% YoY, while we
flag the positive performance of the Black Line (interphone accessories), up +5.5% YoY and
the Blue Line (distribution of third-party product), up +55% YoY in the quarter. In terms of
geography, the declining trend was similar in Italy and EU countries;



Adj. EBITDA at €7.3m, down 48% YoY and below MBe. The margin was 21.7%, 8.1pp lower than
4Q19 level but 2.2pp ahead of our expectations due to effective cost containment measures;



Adj. net profit at €2.6m, down 75% YoY and vs €6.3m MBe. The management proposed to not
pay FY20 dividend, considering the persistent uncertainty of the current socio-economic
context;



Net debt at €49m, in line with our forecasts. Excluding the cash-out for Worldconnect
acquisition (c.€25m), net debt would be in line with FY19 level.

Cellularline: 4Q/FY20 results
€m

4Q20A

4Q19A

YoY chg.

4Q20E

A/E

FY20A

FY19A

YoY chg.

FY20E

A/E

Sales

33.8

47.2

-28.4%

40.1

-15.6%

104.5

140.4

-25.6%

110.8

-5.7%

Adj. EBITDA

7.3

14.1

-47.9%

7.8

-6.5%

15.1

33.1

-54.3%

15.6

-3.3%

21.7%

29.8%

14.4%

23.5%

Adj net profit (loss)

2.6

10.5

5.3

23.3

Net Debt

49.0

24.6

49.0

24.6

margin

19.5%
-75.4%

6.3
49.9

-58.9%

14.1%
-77.2%

9.0

-41.1%

49.9

Source: Mediobanca Securities, Company data

Feedback from the conference call
In our view, main takeaways from Friday’s conference call are the following:


As regards the outlook, the management mentioned a slight underperformance vs last year
during Jan-Feb ‘21, still reflecting tough comparison base. Trend for the rest of 2021 will
depend on pandemic evolution, with the acceleration of vaccination campaigns from 2Q21
fueling cautious confidence about a slow and steady return to growth starting from the end of
1H21. For the time being, CELL did not experience any disruptions in its supply chain due to
the shortage of electronic components.



In this context, management remains focused on the following priorities: i) new route-to
market for Germany, which may include moving away from the “indirect” model based on a
local distributor through new potential partners and the start of a possible direct relationship
with the leading market player after the centralisation of its operations; ii) kicking off the
distribution of Altec Lansing brand products and iii) developing new business agreements for
both the offline and online business;



Scouting activities for further M&A targets are ongoing. The integration of Worldconnet is
proceeding smoothly, while its full business recovery it is expected from late ‘22, given its
exposure to the air travel retail channel.
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Following the release, we updated our estimates to factor in weaker than expected trend reported
in 4Q20 and the softer start to the year. In particular, we cut our FY21E sales forecast by 3%. We now
assume a 22% top-line recovery (20% organic), factoring in a gradual acceleration from 3Q21E. At the
same time, we reduced our adj. EBITDA and adj. profit estimates by 17% and 28%, respectively,
factoring in the impact of lower sales volumes.
Going forward, we assume recovery to consolidate further in FY22E, projecting a 14% sales increase,
with EBITDA margin expanding to c.17% level. On cash generation, we expect a steady de-leverage,
with net debt/EBITDA seen coming back to 1.5x.
At the same time, with this report we also introduce our estimates for FY23E, which point to a 4%
sales growth, EBITDA margin improving to 18.6% and net debt of €21m, implying net debt/EBITDA of
<1x.
Main changes in FY21-23E estimates
€m

2020
Actual

2021E
Old

New

Change
-3.2%

Sales

104.5

132.0

127.9

YoY growth

-25.6%

19.2%

22.3%

Adj. EBITDA

15.1

22.9

19.9

margin

14.4%

17.4%

15.6%

Adj. EBIT

6.4

17.7

14.7

margin

6.1%

13.4%

11.5%

Adj. Net profit

5.3

13.3

9.6

-77.2%

48.3%

49.0

42.6

YoY growth
Net Debt/(Cash)

2022E

-13.3%

-17.1%

Old

2023E

New

Change

Old

New

Change

-2.2%

n.a.

151.8

n.m.

149.1

145.9

13.0%

14.1%

29.7

24.5

19.9%

16.8%

4.1%
-17.3%

n.a.

28.2
18.6%

24.3

19.3

16.3%

13.2%

17.6

13.4

81.2%

32.4%

39.2%

22.1%

45.9

31.4

36.6

20.6

-28.0%

n.m.

-20.5%

n.a.

22.9

n.m.

15.1%
-24.2%

n.a.

16.3

n.m.

Source: Mediobanca Securities
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Bank of Italy and Consob to provide financial services, and is compliant with the relevant European Directive provisions on investment and
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Unless specified to the contrary, within EU Member States, the report is made available by Mediobanca S.p.A. The distribution of this
document by Mediobanca S.p.A. in other jurisdictions may be restricted by law and persons into whose possession this document comes
should inform themselves about, and observe, any such restrictions. All reports are disseminated and available to all clients simultaneously
through electronic distribution and publication to our internal client websites. The recipient acknowledges that, to the extent permitted by
applicable securities laws and regulations, Mediobanca S.p.A. disclaims all liability for providing this research, and accepts no liability
whatsoever for any direct, indirect or consequential loss arising from the use of this document or its contents. This research report is provided
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For a detailed explanation of the policies and principles implemented by Mediobanca S.p.A. to guarantee the integrity and independence of
researches prepared by Mediobanca's analysts, please refer to the research policy which can be found at the following link:
http://www.mediobanca.it/static/upload/b5d/b5d01c423f1f84fffea37bd41ccf7d74.pdf
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Restricted (R). Any kind of recommendation on the stock is restricted pursuant to Mediobanca Research and Trading restriction directive in
circumstances where the bank is performing an Investment Banking role in Capital Markets or M&A transactions.
Coverage suspended (CS). The coverage is temporarily suspended due to endogenous events related to the Equity Research department
(reallocation of coverage within the team, analyst resignation, etc.)
Our recommendation relies upon the expected relative performance of the stock considered versus its benchmark. Such an expected relative
performance relies upon a valuation process that is based on the analysis of the company's business model / competitive positioning /
financial forecasts. The company's valuation could change in the future as a consequence of a modification of the mentioned items.
Please consider that the above rating system also drives the portfolio selections of the Mediobanca's analysts as follows: long positions can
only apply to stocks rated Outperform and Neutral; short positions can only apply to stocks rated Underperform and Neutral; portfolios
selection cannot refer to Not Rated stocks; Mediobanca portfolios might follow different time horizons.

The current stock ratings system has been used since 25 September 2017. Before then, Mediobanca S.p.A. used a different system, based on
the following ratings: outperform, neutral, underperform, under review, not rated. For additional details about the old ratings system,
please access research reports dated before 25 September 2017 from the restricted part of the “MB Securities” section of the Mediobanca
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RATING
The present rating in regard to Cellularline has not been changed since 15/09/2020.In the past 12 months, the rating on Cellularline has
been changed. The previous rating, issued on 15/09/2020, was Outperform.
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COPYRIGHT NOTICE
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