
 

  

 

 

 

 

 

 

 

Biweekly Newsletter 

 

APRIL 26th 

Make sure you read the Guidelines Newsletter and the 

Disclaimer Newsletter before reading this newsletter. 

Markets have been very stable last weeks. Brexit has been 

delayed till the end of October and most indices and stocks 

have slowly ticked up on upbeat earnings of most 

companies so far. 

Moreover, for the moment the consensus is that the trade 

war will not escalate and that the US and China are 

working out an economical friendly deal for both of them. 

Volatility in stocks, bonds and currencies has dropped 

significantly and the market is behaving like it is summer 

already. There is just not much happening in the global 

markets currently so we can keep the introduction of this 

newsletter short. The IMF and the central banks agree that 

the world economy is slowing down and that growth is 

lower than was expected before. Interest rates in the US 

and Europe will stay at current levels for a longer period 

and investors feel safe being in stocks for the moment.  
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In this newsletter two new opportunities are being 

discussed: 

• BMW (Class A) 

• Neways (Class B) 

 (Read the Guidelines Newsletter for explanations about the classes) 
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“No volatility” 



 

  

BMW (BMW.DE) 

“Time for a rally” 

“Bayerische Motoren Werke Aktiengesellschaft, together with its 

subsidiaries, develops, manufactures, and sells automobiles and 

motorcycles, and spare parts and accessories worldwide. The 

company operates through Automotive, Motorcycles, and 

Financial Services segments. The Automotive segment 

develops, manufactures, assembles, and sells automobiles and 

off-road vehicles under the BMW, MINI, and Rolls-Royce brands; 

and spare parts and accessories, as well as offers mobility 

services. The Motorcycles segment develops, manufactures, 

assembles, and sells motorcycles under the BMW Motorrad 

brand; and spare parts and accessories. The Financial Services 

segment is involved in automobile leasing, fleet and multi-brand 

business, retail and dealership financing, customer deposit 

business, and insurance activities. Bayerische Motoren Werke 

Aktiengesellschaft was founded in 1916 and is based in Munich, 

Germany.” (Yahoo Finance). 

BMW has been the global leader in the luxury car segment 

for the past 15 years, followed by Mercedes-Benz and 

Audi. Generally, the automotive sector has been and is 

being valued quite low compared to other business 

sectors. Main reasons for the low valuation are the 

uncertainty about how to deal in the future with the 

electrical and self-driven car revolution and the impact a 

global slowdown and import tariffs can have on the 

automotive market. Comparable with Daimler, as 

mentioned in one of the previous newsletters, BMW has 

similar challenges (ahead). 

2018 

 

BMW did always expect 2018 to be a challenging year. 

They had a high three-digit million-euro negative impact 

from exchange-rates and unfavorable raw materials price 

developments had been factored into expected earnings 

for the year 2018. BMW has implemented the WLTP 

(Worldwide Harmonised Light Vehicle Test Procedure) 

regulations early and the industry shift to the new WLTP 

test cycle has resulted in considerable supply distortions 

in Europe and intensified the competition on the 

automobile market. The competition intensified because 

numerous competition models, which had not yet gained 

WLTP certification, were registered before the 1 

September deadline.  The WLTP test procedure is a test 

method with new requirements for newly build vehicles. 

The WLTP testing aims to reduce CO2 emissions 

significantly. Next to these sector developments, the 

international trade conflicts and the approaching Brexit 

exacerbate the market situation and add to the 

uncertainty. Demand was distorted more than expected in 

2018 and there was downside pressure on pricing in 

several automobile markets in which BMW operates. 

  

STOCK BMW (BMW.DE) 

PRICE €75.78 (BMW3: €65.75) 

MARKET CAP €49.4bln 

EST EPS 2019 €9.50 

P/E 2019 8.0 

DEBT/EQUITY ≈ 1.38 

DIVIDEND YIELD 4.6% 

  

 



 

  

Nevertheless, deliveries of the BMW Groups’ three 

premium automotive brands (BMW, MINI and Rolls-

Royce) went to a record high figure of 2.49mln units in 

2018. Compared to 2.46mln units in 2017. See below the 

regions where BMW made most of their deliveries. 

Total revenues of €98.2bln in 2018 were similar compared 

to 2017. Because of the extra costs of implementing the 

WLTP and higher levels of upfront expenditure for 

research and developments, net profit came in at €7.2bln. 

This is 16.9% lower than in 2017 but still the second-best 

year in the history of BMW. 

 

  

 

Future proof? 

To be future proof as a car manufacturer, you need to 

invest in the future car. The future car will most likely be 

electrical and ultimately also self-driven. BMW is investing 

heavily in this future car. In 2019 alone, BMW will launch 

more than 20 new or updated models and BMW is 

electrifying all their brands and model series. At the end of 

this year they will have 500.000 plug-in hybrid and 

electrical vehicles on the road. 

BMW is producing the electrical vehicles and the batteries 

themselves. With their project Charge NOW they currently 

give their customers already more than 100.000 charging 

points in 25 countries. BMW is always in the search for 

suitable partners in their projects. In two important areas 

of future activity, BMW has embarked on a long-term 

cooperation with Daimler AG. Together with Daimler, over 

€1bln will be invested. Together they are developing next-

 



 

  

level technology for autonomous driving for their car 

models from 2024 onwards. Important to notice is that 

when it comes to autonomous driving, both BMW and 

Daimler already have extensive know-how. 

Next to the focus on the future car, the main ambition of 

BMW is to become faster, more profitable and more 

efficient. Their NEXT program is targeting a total savings 

potential of more than €12bln by 2022. 

BMW has a solid capital structure and a prudent financial 

approach. The company has good access to international 

capital markets and benefits from attractive refinancing 

conditions. BMW continues to be the best-rated car-maker 

in Europe. Standard & Poor’s has given the highest rating 

in Europe to BMW.  

 

BMW currently has a debt/equity ratio of around 1.38. 

Similar to Daimlers ratio, and as long the ratio remains 

below 2 there is not much of a concern.  

Valuation 

The forecast is that BMW will make €9.50 a share in 2019. 

This will relate to a PE of around 8.0. Below you see the 

previous years’ dividends and earnings per share (EPS). 

 

The car sector currently trades with most companies 

having a PE around 10. In one of the previous newsletters 

I discussed Daimler, which had by then a PE of just above 

7 when the stock was trading €51.00. Daimlers share price 

has gone up considerably since then and now trades close 

to €58 with a PE of 8.3. BMW is financially even a bit safer 

and more stable than Daimler and currently trades at a 

lower valuation.  In the last months Daimler had a huge 

rally compared to BMW. Daimler had been punished more 

in 2018 as it is riskier than BMW, but the rally in 2019 

makes it currently less attractive than BMW. Year to date, 

Daimler has gone up 28% and BMW 9%. Looking back 

and including 2018, Daimler outperformed BMW with 

almost 7%. It might also have to do with the dividend cut 

that BMW announced. Because of the headwinds in 2018 

and the uncertainty around Brexit and the trade war, BMW 

cut the dividend from €4.00 towards €3.50. Obviously 

(income) investors did not like this. 

However, at the current valuation BMW seems a better 

pick than Daimler. Upon that, there is a very interesting 

way to own BMW. BMW has preferred shares. The 

preferred shares give you the right to a similar dividend 

(even a couple of cents more) and trades at a significant 

discount to the ordinary shares. For the last 5 years the 

discount remained quite stable. The discount is currently 

13% and usually also around this level. The downside of 

the preferred stock is that you do not have voting rights. 

For a small investor, like you probably are owning a small 

portion of the outstanding shares, I do not see not having 

 



 

  

voting rights as much of a problem. This current discount 

means that the preferred stock trades with a PE of 6.9 and 

a dividend yield of 5.4% (ordinary shares have a 4.6% 

yield). Daimler trades at a slightly higher dividend yield 

(5.6%) than the BMW preferred shares. The BMW 

preferred stock offers a very good risk reward 

understanding that BMW is a global market leader in the 

luxury car segment, has a sound financial status, is ready 

for the future and is attractively valued. If we value BMW 

against a PE of 10, this would mean €95. The preferred 

shares will then trade around €85. This would be my target 

price for the stock. The tracking portfolio will take profit on 

the Daimler position (sell 3.75% allocation at €57.70) 

and will buy an allocation of 3.75% of BMW preferred 

shares. The ticker symbol is BMW3.DE. 

 

 

 

 

 

 

 

 

NEWAYS (NEWAY.AS) 

“Strong growth” 

“Neways Electronics International N.V. operates as an electronic 

manufacturing service company that provides integrated 

electronic components, assemblies, and operating systems 

worldwide. It offers development and design services, such as 

hardware, software, electronic, mechanical, and electro 

mechanical design, as well as system architecture and 

environmental testing services. The company also provides 

printed circuit board assembly, box build, cable and wire, and 

system integration services, as well as hybrid microelectronics. 

Its solutions are used in various sectors, including the 

automotive, medical, defense, industrial, and semiconductor, as 

well as other industries. The company was founded in 1969 and 

is headquartered in Son, the Netherlands.” (Yahoo Finance). 

Neways is a relatively small company with a market cap of 

around €150mln. Neways is a top ten player in the 

European market for Electronic Manufacturing Services 

(EMS). The company functions as development and 

production partner for Original Equipment Manufacturers 

(OEMs) and their first-tier suppliers. Neways is primarily 

focusing on the high-tech sectors like semiconductor and 

automotive. Neways is mostly active in Western Europe 

and Eastern Europe and is trying to get business in the US 

(Silicon Valley) and in China. 

  

STOCK NEWAYS (NEWAY.AMS) 

PRICE €13.35 

MARKET CAP €161mln 

EST EPS 2019 €1.40 

P/E 2019 9.5 

NET DEBT/EBITDA ≈ 1.4 

DIVIDEND YIELD 3.6% 

  

Allocation  3.75% 

Recommendation Buy < €70 

Current level  €65.75 

Target level  € 85 (+29%) 

Bad case  € 57 (-13%) 

Class   A 

 

Execution idea:  

Buy 3.75% of your portfolio now, and an extra 3.75% 

below €60. 

 



 

  

2018 & Highlights 

 

2018 was not a success for the stock price of Neways. 

Nevertheless, 2018 has been a very successful year for 

the business of Neways. They had an organic growth rate 

of 15.5% which brought net turnover for the first time over 

€500mln. Strong contribution to this growth came from 

their revenues in the semiconductor and automotive 

sector. The order book is growing very rapidly. In 2019 Q1, 

Neways attracted €200mln in new orders, even much 

more than their 2019Q1 revenues of €133. Over 2018 

Neways had a book-to-bill of 1.08. Which means that the 

total order intake over 2018 was 1.08x higher than the 

revenues in 2018, so that there is reason to assume that 

the business is still growing significantly. In 2019Q1 the 

book-to-bill even reached to 1.51.  

The EBIT over 2018 increased with 44% to €22mln as the 

revenues were as mentioned much higher than in 2017 

and Neways also improved the operational productivity.  

 

 

 

The ambition of Neways is to focus on: 

 

And achieve: 

 

Outlook 

The general market trends remain positive for Neways: 

• IoT (Internet of Things) features become more 

and more prominently in our daily lives.  

• The number of semiconductors used in cars 

is growing fast.  

• Consumer electronics is still growing which 

has big impact on the semiconductors chain. 

As currently the main drivers for Neways are the 

semiconductor and the automotive sectors, the general 

market trends are very favorable for them. 

 



 

  

For 2019, management expects again a higher turnover 

and operating result than in 2018. Neways will continue to 

improve the operational processes, scalability and 

customer focus and their role as supply chain manager.  

Challenges 

Apart from a possible economic downturn, most 

challenges have to do with the order intake. Orders do 

become more complex and the demand has increased 

rapidly in the last couple of years. Neways always must be 

sure they can handle the order flow. So far this has gone 

well, but it can become more difficult in the future. Another 

challenge for Neways is that it is difficult to manage the 

dependencies on their suppliers. There has been and 

currently are sometimes shortages in electronical 

components that Neways has to deal with. As they are 

growing quickly, the dependencies on suppliers become 

bigger and they need to regularly assess if their suppliers 

can meet the growth of Neways. Some market players are 

sometimes placing double bookings to ensure delivery. In 

times of component shortage, this accelerates the 

problem significantly. Neways needs to make sure they 

focus on improving the supply chain, shortening product 

life cycles and as mentioned lowering the dependencies 

on key suppliers.  

Financially there are currently no tough challenges. 

Revenues and profits have been increasing and Neways 

is conservatively leveraged with a Net Debt/EBITDA ratio 

of 1.4. 

 

Valuation 

Looking at current financials, Neways is not valued 

unattractively. Neways made €1.20 per share in 2018 and 

the forecast is that they can make up to €1.40 in 2019. So 

currently Neways is valued at a PE 2019 multiple of lower 

than 10. With the potential for double digit yearly growth in 

the upcoming years, a valuation below 10 is on the cheap 

side. 

 

A PE of around 10 would be reasonable if this would be a 

mature company with small (2-5%) autonomous growth. 

Neways is financially healthy and growing quickly in strong 

business sectors that are expected to grow further: The 

IoT market is expected to grow significantly in the 

upcoming years/decades.  

 

I would put a PE of around 14 on Neways. If EPS grows 

with 10% a year for the upcoming 3 years, which is even 

on the conservative side, Neways will get to an EPS of 

close to €2.00. Conservatively assume the company’s 

growth has somehow slowed down by then and a PE of 

10-12 would be likely. One would arrive at a stock price of 

 



 

  

€20+. This is assuming the economy does not get into a 

significant downturn and Neways is able to meet the 

increasing demand and manager their suppliers. 

My target for this stock is €20.00. At the current price I find 

the risk/reward very appealing. Risks to the downside are 

not that huge but the potential to the upside is. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Allocation  3.75% 

Recommendation Buy < €14 

Current level  €13.35 

Target level  € 20 (+50%) 

Bad case  €10 (-25%) 

Class   B 

 

Execution idea:  

Buy 3.75% of your portfolio now, an extra 3.75% 

below €11.50. 

 



 

  

COMBINED PORTFOLIO 

 
The execution idea column represents the allocation if you would follow the execution idea for 

the stock which often means buying stocks based on the price development. 

OFFENSIVE PORTFOLIO (Deep value/Distressed) 

 

DEFENSIVE/NEUTRAL PORTFOLIO (Safe and Quality) 

 

 

 

AUTHOR 

Sven Hubens, owner of Hubens Capital. Traded nearly 8 years 

successfully for Optiver as an option trader. Experienced the 

different ways in which markets can behave. Expert in assessing 

risk rewards. With this newsletter I want to show you some 

insight in favorable risk reward trades for your personal portfolio. 

Especially in the smaller stocks, huge opportunities now and then 

arise. Because of algorithms causing it, or illiquidity, tax loss 

selling, short sellers, etc. 

TRADING LESSON 

“Your first thought is often the right one” 

Especially when having the wrong position, people tend to try to 

come up with a reason why the decision is the right one. Quite 

often when you start doubting a position or decision, the doubts 

are valid, and you should do something about the position or 

decision. Do not let any emotions or hope get in the way of 

decision making! When you think about hacking, you probably 

should hack. 

Stock Class Execution idea

Aegon (AGN.AS) A <3.75%

Arcelor (MT.AS) B <2.5%

BMW A <3.75%

CATO (CATO) C <2.5%

Data I/O (DAIO) C <5.0%

Earthstone (ESTE) C <2.5%

ETM (ETM) C <7.5%

GameStop (GME) C <5%

Macy's (M) B <7.5%

Neways (NEWAY.AS) B <3.75%

PostNL (PNL.AS) B <5%

Vastned (VASTN.AS) A <3.75%

Stock

CATO (CATO)

Data I/O (DAIO)

Earthstone (ESTE)

Entercom (ETM)

GameStop (GME)

Stock

Aegon (AGN.AS)

Arcelor (MT.AS)

BMW (BMW3.DE)

Macy's (M)

Neways (NEWAY.AS)

PostNL (PNL.AS)

Vastned (VASTN.AS)

 


