
 

  

 

 

 

 

 

 

 

Biweekly Newsletter 

 

JUNE 21th 

Make sure you read the Guidelines Newsletter and the 

Disclaimer Newsletter before reading this newsletter. 

Tracking portfolio 

The tracking portfolio is slowly approaching the 100%. 

This does not mean I will stop with outright giving buying 

recommendations without selling stocks. It is up to you to 

decide which stocks you want to invest in and what kind of 

allocation to use. The tracking portfolio gives an indication 

of what kind of allocation can be advised based on the 

risk/reward of the opportunity. I do not want to limit you to 

just 15 to 20 stocks and completely imitate the trades that 

I do for the tracking portfolio. I will go beyond that and keep 

writing about new opportunities with sensible allocations. 

This means that the tracking portfolio will go over 100% at 

some point. For backtracking the results at the end of the 

year I will look at all the trades suggested and based on 

that perform the performance calculations. 

The newsletter gives you ideas to think about and hands 

you opportunities. It is important for yourself to decide how 

much risk you want to take and in what sectors/stocks you 

want to be more heavily invested than in others. An 

income investor will probably look for Class A/Class B 

stocks with significant dividend and a safe and not too 

cyclical business. While a risk-taking value-investor is less 

interested in the income generation but more in short- and 

long-term capital increases and in the meantime allowing 

(heavy) swings in the portfolio value.  

Or for example, if you do not believe or do not want to 

invest at all in the car industry, you could decide to not 

invest in BMW for example. Or use a very small allocation.  

To conclude, the newsletter is not intended for you to just 

copy all the trades. The goal is to show you which market 

opportunities exist so that you can think about them, 

choose the ones you believe in as well and trade on them. 

 

A new thing in this newsletter is the option play. From now 

on I will discuss interesting option trades in the newsletter. 

The option trades will mainly be focusing on enhancing 

performance on longs or trading into long positions on 

desirable levels. 

 

On the financial markets it has been relatively quiet, and 

markets have steadily been ticking up. The markets are 

supported by dovish central banks. The ECB is ready for 

more stimulus and the market is pricing in multiple rate 

cuts in 2019 by the FED. Meanwhile expectations on the 

US China trade talks are low on the short term. On the 

longer term there is the confidence that Trump will not let 

the trade war harm the economy too much as next year he 

wants to get re-elected. 
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In this newsletter two new opportunities are being 

discussed: 

• SOMERO ENTERPRISES (Class C) 

• EMMIS COMMUNICATIONS (Class C) 

(Read the Guidelines Newsletter for explanations about the classes) 

Next to that: 

• OPTION PLAY ON AEGON 

• UPDATE ON POSTNL (Class B) 

 

 

 

 

 

 

 

 

 

 

SOMERO ENTERPRISES (SOM.L) 

“Not much competition, healthy company” 

 “Somero Enterprises, Inc., together with its subsidiaries, 

designs, assembles, remanufactures, sells, and distributes 

concrete leveling, contouring, and placing equipment. It also 

offers related parts and accessories, as well as provides training 

services. Its equipment is used to place and screed the concrete 

slab in various building types, including floors in multi-story 

buildings; and used in the construction of warehouses, 

manufacturing assembly plants, exterior paving and parking 

structures, retail centers, and other commercial construction 

projects that require flat concrete-slab floors. The company 

markets and sells its products primarily to concrete contractors 

in North America, Europe, China, the Middle East, Australia, 

Latin America, Scandinavia, Southeast Asia, Korea, Russia, and 

India. Somero Enterprises, Inc. was founded in 1985 and is 

headquartered in Fort Myers, Florida” (Yahoo Finance). 

Somero makes laser driven machines that can create 

perfectly high-quality horizontal concrete floors faster, 

flatter and with less people than machines from 

competitors. Somero is industry leader in their market and 

faces minimal direct competition. There are relatively high 

barriers to enter the market based on the technology, 

education and global technical support that is required.  

  

STOCK SOMERO (SOM.L) 

PRICE £2.81 (281 GBp) 

MARKET CAP £160mln 

EST EPS 2019 £0.29 (29 GBp) 

P/E 2019 9.7 

NET DEBT/EBITDA ≈ Net Cash position 

DIV YIELD (EXPECTED) 7% 

  

 



 

  

 

 

Business 

Somero gets their revenues worldwide, but most in North 

America. Somero is an US company but has their main 

listing on the AIM market on the London Stock Exchange. 

The AIM market is especially set up for small, growing 

companies. See below an overview of where Somero 

makes their revenues. 

 

 

 

As you can see above the machines are used for big 

buildings like warehouses and assembly plants, but also 

for schools, retail centers, parking structures, et cetera. 

 

Somero’s customers are small, medium and large 

concrete contractors and self-performing general 

contractors. As shown, Somero operates in markets 

across the globe, selling products in 90+ countries with 

minimal direct competition. 

The key benefits for Somero’s customers are that the 

machines increase the quality of the floor, heavily increase 

the productivity of the contractor and customers have easy 

access to support from Somero’s side in case of questions 

or issues. Main benefits for the end client (building owners 

and end-user) are that the machines mean a higher 

operational efficiency and lower floor maintenance and 

repair costs. 

Currently, Somero has 14 products (machines) in their 

portfolio which are protected by 63 patents.  

 

 

 



 

  

Downtick 

As can be seen from the graph, the stock crashed more 

than 20% in one day in June 2019. The reason was that 

Somero came with a trading update stating that heavy 

rainfall in the US led to the significant delay in some 

projects. Not a structural problem, but the stock price went 

down a lot. 

 

Little direct competition 

Somero has a dominant market position and is facing 

minimal direct competition. Moreover, as earlier 

mentioned, there are significant barriers to enter the 

market for competitors. There are some small competitors, 

but they are behind in technology. Somero is a very 

innovative company that keeps on bringing new products 

to the market that are often protected by patents. I expect 

them to stay the market leader in the concrete floor 

leveling. Next to the mentioned reasons, they have a load 

of experience and a worldwide support network that is 

difficult to copy. 

Financials 

In 2008/2009 during the great crisis, Somero was close to 

going bankrupt. Revenues tumbled and because of the by 

then high debt levels it was close to an exit for Somero. 

Since then they have improved the financials massively. 

They have reduced the debt to zero and have made sure 

they can weather a new downturn.  

 

 

 

As you can see above the EPS was $0.38 for 2018. If you 

translate this to GBP and compare it to the stock price of 

Somero you will get to a P/E of 9.4 based on the numbers 

of 2018. This seems fairly valued on itself. But, if Somero 

can keep on growing like they have done in the 5 past 

years, then it is quite a bargain. The expectation is that 

they can keep on growing; the market penetration of their 

laser driven machines is still very low and they have the 

capital required to grow. Although, a (long) recession is 

 



 

  

always a risk to this expectation. But who can predict a 

recession? 

Balance sheet 

A company can have a low P/E, but if they are overloaded 

with debt they will get into problems when revenues and 

EBITDA decrease. Companies have agreements with the 

lenders/bank, so called financial covenants. As long as the 

debt/EBITDA is not above a certain multiple, the lender is 

‘satisfied’ and might be even willing to extend a loan before 

maturity. If a company breaks the covenants with the 

lender, the lender requires the debtor to bring the company 

back into the covenants. The debtor might have to do an 

asset sale, issue new shares, etc. 

Somero has a strong balance sheet. Somero has no debt 

and a cash position of $28mln which is more than 13% of 

their market cap. Thanks to the healthy balance sheet, 

Somero is very eager to reward the shareholders with 

dividends. Somero pays two kinds of dividends, an 

ordinary/regular one and a supplemental one.  

 

 

Over 2018 the total dividend amount was equal to $0.307 

of which $0.19 was coming from the regular dividend and 

$0.117 from the supplemental dividend. Together at the 

current price this would be a yield of 8%. Because of 

delays in 2019 due to heavy rainfall the results in 2019 

might be a bit worse than in 2018. And with that the 

dividend yield for 2019 might be a bit lower 

As Somero has superior products and a very strong 

balance sheet, an economic downturn will likely not affect 

the market positioning of Somero and will not affect the 

long-term positive prospects. Somero is expected to keep 

growing on the long term. On the short term, though, the 

stock price can retreat significantly as Somero gets their 

revenues in the building sector which is a cyclical 

business. I think quite some pessimism is already factored 

in in the stock price.  

Let’s have a look at the outlook for the upcoming future. 

Outlook 

Somero sees meaningful growth opportunities in 2019 and 

beyond in new and existing markets. So far positive 

momentum has carried forward in 2019 in the US, 

supported by a healthy non-residential construction 

market and customer confidence reinforced by extended 

project backlogs. Opportunities are also seen in Latin 

America and China, where Somero is not very active yet. 

Worldwide, the penetration of concrete floor leveling 

machines is still very low. Somero expects that in the 

future more and more contractors are going to use the 

superior machines of Somero as they can save overall 

costs by paying up a bit for the Somero machine. Next to 

that, it gets more and more difficult to get skilled personnel 

in the construction business. The lack of skilled personnel 

is another reason to use machines like the ones Somero 

produces; much less manpower is needed if the Somero 

machines are being used.  

In the beginning of 2019, Somero launched their latest 

product: the SkyScreed 25. The SkyScreed 25 is the first 

Laser Screed machine in the world to allow screeding on 

structural high-rise and slab-on grade applications. This 

machine might give extra momentum to Somero in the 

upcoming year(s). 

 



 

  

Risks 

The main risk is a decline in non-residential construction. 

In the case of an economic downturn this decline might 

happen and will negatively affect the profitability of 

Somero and can heavily impact the share price. Though, 

there will be no concerns about the survival of Somero. A 

positive thing in an economic downturn/trade war is that 

Somero does not (yet) have a high exposure to China. 

With the current strong balance sheet and strong cash 

position, Somero will be able to keep investing in 

innovation to remain the market leader.  

Opening a position 

Somero is a small cap company with a limited trading 

volume each day. Large swings in the stock price can be 

expected. The company itself is safe for the long term, 

nevertheless I would only advise investing in Somero for 

the offensive investor. 

Somero will most likely be a long-term winner. Somero is 

a small company that has been growing revenues around 

10% over the last years. This growth is expected to 

continue, at least on the long term, as they are market 

leader and the overall market penetration is still very low. 

China uses 55% of the global cement consumption and 

outside North America and Europe, 36% of the global 

cement consumption is being used. In those areas lie 

massive opportunities. To conclude, reasons to open a 

position in Somero: 

➢ Somero is market leader facing little direct 

competition 

➢ The market penetration is still very low 

➢ Profitable growth with excellent margins 

➢ Highly cash-generative business 

➢ Strong, unleveraged balance sheet 

➢ Disciplined return of cash to shareholders through 

dividends 

➢ Taking future growth into account, the valuation of 

Somero today is very favorable. 

As mentioned, the listing is in GBP. This does not mean 

you have a high exposure to the GBP. Somero gets most 

of their revenues from North America (>65%), so the 

exposure is still the largest to the USD. 

 

  

 

 

 

 

 

 

 

Allocation  2.5% 

Recommendation Buy < £2.95 (295GBp) 

Current level  £2.81 

Target level  £4.50 

Bad case  £2.00 

Class   C 

 

Execution idea:  

Buy 2.5% of your portfolio below £2.95 and 2.5% 

more below £2.50 in case of no strong negative news. 

 



 

  

EMMIS COMMUNICATIONS (EMMS) 

“Priced far below reliable book value” 

Emmis Communications Corporation, a diversified media 

company, engages in the radio broadcasting activities in the 

United States. It operates 11 FM and 3 AM radio stations in 

New York, Indianapolis, and Austin, as well as publishes 

Indianapolis monthly magazine. The company also develops 

and licenses TagStation; NextRadio, a smartphone application 

that marries over-the-air FM radio broadcasts with visual and 

interactive features on smartphones; and DialReport, a data 

attribution platform for the radio industry, as well as offers 

dynamic pricing solutions. Emmis Communications Corporation 

was founded in 1981 and is headquartered in Indianapolis, 

Indiana” (Yahoo Finance). 

EMMS is a small company making her revenues in the 

radio business in the US. Aa can be read in the newsletter 

of the first of March (in which ETM was discussed), the 

radio business (in the US) is far from being dead and 

seems not to be in any decline at all. The business case 

that I am going to discuss here is not one that focuses too 

much on the business itself. Meaning I am not going to 

make a case for future revenue and profit improvements. 

The case I am going to make is that EMMS is being heavily 

undervalued compared to the reliable book value. The 

book value (and even liquidation value) is far above the 

current market price. Recent asset sales have shown that, 

but the stock price has not been reflecting that enough. 

The stock market seems wrong on this one.  

Small cap & History 

EMMS is a small cap stock. The company was founded 

in 1979 by Jeffrey H. Smulyan. EMMS is headquartered 

in Indianapolis and known for creating the world's first 24-

hour all-sports radio station (WFAN) in 1987. At its high 

point in early 2000, the company sported a $2.8 billion 

market cap, with peak revenues of nearly $600 million in 

2004. Over the years, the company owned domestic 

television stations, ran a publishing division, and even 

operated radio stations in Belgium, Hungary, Slovakia, 

and Argentina. 

With the recession of 2008-2009, the company found 

itself over-levered, and has generally been engaged in 

various asset sales since. About a decade ago, Emmis 

got out of the TV business. A few years ago, the 

company completely got out of the foreign radio 

business. In the last year, the company has essentially 

sold off its entire publishing division. Until recently, the 

company had operated the 9th largest radio portfolio in 

the U.S., based on total listeners. In the last years EMMS 

has been selling off assets and is currently heavily 

undervalued.  

The current market cap of the company is $58 million. 

Stock volume is limited by just over 10k shares traded on 

average per day. EMMS is underfollowed. No analysts 

follow it.  

  

STOCK EMMIS (EMMS) 

PRICE $4.67 

MARKET CAP $61mln 

EST EPS 2019 -$0.20 to $1.50 (dep. on 
asset sale levels) 

P/E 2019 See EST EPS 2019 

NET DEBT/EBITDA ≈ Net Cash position. 

DIV YIELD (EXPECTED) 0 

  

 



 

  

 

Balance sheet 

With the asset sales that EMMS has done in the last 

years, mostly far above book value, the balance sheet 

that has been created is such that buying EMMS is a 

huge opportunity. Let’s have a look at the radio stations 

that EMMS had in 2018, after some asset sales in 2017: 

 

 

In the last years, EMMS has been able to sell their radio 

stations at (far) above book value prices. This month, June 

2019, they sold off their controlling interest in the Austin 

station for $39.3mln. The Austin station represented 25% 

of the operating income for EMMS.  

If we look at the valuations that were being used in the 

balance sheet before this asset sale, we see: 

 

The book value of the Austin Cluster was below $35mln 

and the asset sale was at $39.3mln. As asset sales in 

2017 and 2018 also went above book value, there is not 

much reason to doubt the book values that are being used. 

At least, the chance that they are far too high is very 

minimal. To be on the conservative side, I would not 

calculate the business value based on values that exceed 

the book values.  

Total assets on the balance sheet (Feb 2019) sum up to 

$238mln. Of which only $23mln is coming from property 

and equipment. The rest is coming from current assets 

(like cash and receivables) which cannot really be mis 

valued  that much. 

  

 



 

  

EMMS had a long-term debt of $49mln in Feb 2019 on the 

balance sheet and the book value of the equity is $100mln. 

$100mln book value means a stock price of $8.40. This is 

not considering the asset sale in June 2019 that was done 

above book value. The underlying EMMS business is 

slightly profitable. In the last years, profits have mainly 

been realized by asset sales and as such increased the 

book value for shareholders. With the asset sales and the 

cash that it brings, the CEO can further focus on focusing 

on the profitable parts of the business. After the Austin 

sale, EMMS has only $10mln left in long term debt. The 

more asset sales that will be done, the more certain it will 

be that the equity book value of over $8 will be realized by 

the shareholders, possibly by a super dividend, full 

liquidation or a takeover offer (maybe by the CEO). 

CEO 

One of the strategic priorities that EMMS published is: 

 

In 2016, the CEO tried to take the company private at a 

price of $4.10. By then the book value for the shareholders 

was much lower, but he failed. Since then the company 

has further deleveraged and sold off assets above book 

value. It gives some extra margin of safety, knowing that 

the CEO himself thinks that the value of the company 

should be much higher and more importantly, he showed 

action on that. If he does not see interesting business 

opportunities to invest the cash in, he might buyout the 

company after some more asset sales. A possible future 

action can be that he would try to bring the company 

private again at a price of $6 for example. Still too low, but 

probably satisfying for quite some shareholders 

Risks to the thesis 

Main risk to the thesis is not really the valuation part but 

the possibility that the CEO will use cash from asset sales 

in a way that burns through the cash without adding value 

or generating satisfying profits for the shareholders. The 

CEO is 72 and very experienced and is not expected to 

take huge risks with his own money. But he can make a 

mistake. This is too me the main risk as the CEO is more 

or less the only one that decides on the strategy and in 

that way, it is a bit of a one-man show. The CEO owns 

51% of the total voting authority. 

 

Long 

This type of stock is only for the offensive investor. It is a 

small cap stock with low liquidity and no coverage by 

analysts. The (expected) value is there, but the stock can 

easily swing heavily against you on the short term. If you 

enter the stock, be careful that you use limit orders. 

Sometimes the order book is very wide. Have a level in 

mind where you want to enter and put a bid in. Be a bit 

street-smart and do not put in too big of a size in one go. 

Have a look at the bid and offer size and be smart. I will 

start with a 2.5% allocation and hopefully the stock moves 

heavily against us without too much news. With this kind 

of stocks, with this kind of safety margins and high 

volatilities, one can wish for an adverse market move. So 

that one can buy with even more discount and safety. Also, 

when the stock market declines, EMMS might have a high 

beta. Do not be scared by this. Be greedy when the rest is 

fearful, but time your entry wisely. Have a level in mind 

where you want to increase the position. 

 



 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

OPTION PLAY ON AEGON 

Lately I have experienced that there is some demand for 

option plays to be discussed in this newsletter. In this 

newsletter I will come up with the first option play. From 

now on, I am mainly going to write about option plays that 

can enhance the performance on long stocks or that let 

you enter a long position in stocks at desirable levels. For 

people who are not familiar with options, make sure you 

understand how to use options before you start trading 

them. Make sure you understand the worst-case scenario 

and have a plan of action in case that scenario unravels. 

Initially I am not going to keep track of the performance of 

the option plays, but I want to show you what an 

interested strategy can be for you.  

Long Aegon, short Sep 4.50 calls 

Aegon is one of the stocks that I have mentioned as a 

candidate for your portfolio. Aegon pays a hefty dividend 

of €0.29 cents a year, 6.6% annually. The next dividend is 

in August and will pay you €0.14. To enhance your yield 

on the stock, you might want to sell some out of the money 

calls on Aegon that expire the 20th of September, so after 

the dividend is out of the share. This will of course limit 

your upside in the stock, but in case there is not a huge 

rally in the upcoming months in Aegon, you increase your 

profits significantly.  

Trade: Long Aegon shares @ 4.37, short Sep 4.50 calls 

@0.14. 

Below some scenarios to show you how the performance 

difference with just long shares will look like on the 20th of 

September. 

Allocation  2.5% 

Recommendation Buy < $5.00 

Current level  $4.67 

Target level  $9.00 (+93%) 

Bad case  $3.00 (-36%) 

Class   C 

 

Execution idea:  

Buy 2.5% of your portfolio below $5.00 and an extra 

2.5% below $4.00 in case of no strong negative news. 

 



 

  

 

See above the chosen scenarios. On upticks above €4.66, 

the long Aegon shares will outperform the shares covered 

with calls. If you do not expect or are not afraid of a huge 

rally of say more than 10% in the upcoming period, selling 

Sep 4.50 calls might be an interesting idea. Especially if 

you would want to sell (part of) your Aegon position around 

€4.50 or €4.60 anyway. 

Make sure you do not sell more calls than your long 

position in the stock is. So, if you own 1000 Aegon shares, 

do not sell more than 10 (multiplier 100) calls on it. 

Otherwise you might end up in a short Aegon position, 

which is not desirable in my opinion. 

Aegon 

 

 

 

 

 

UPDATE POSTNL (PNL.AS) 

PostNL has extended the decline in the last weeks. The 

absence of any news around the takeover of Sandd is not 

attracting investors currently. The larger investors seem to 

be losing their patience and have not been entering the 

stock lately. Longer term prospects for PostNL are still 

looking good. PostNL sees 2019 and 2020 as in-between 

years were with the takeover of Sandd there will be a lot 

of restructuring going on which will take time. Investors are 

worried that the absence of any progress on the takeover 

and more detailed guidance for the upcoming period will 

delay things for PostNL. My guess is that the investor 

wants to know how management exactly is going to invest 

their money or how they are going to return it to the 

shareholders. Meanwhile in the last two months the 

amount of short positions has doubled to around 15%. 

This together with large investors staying away has 

pressured the price of PostNL a lot. In the meantime, the 

value that PostNL can generate in the upcoming years has 

not significantly been affected and is being ignored by the 

market. 

Nevertheless, the downturn of PostNL has been much 

larger than I had anticipated. PostNL seemed to me 

heavily undervalued already around the €1.75 area. So, 

on hindsight, that is an opportunity loss as I have indicated 

to increase allocations at much higher levels than we 

currently trade. On the other hand, if I wouldn’t have done 

it and PostNL would have bounced backed to €2.50 I 

would have regretted not increasing the stake. Also, I do 

not keep averaging down now because in case the 

analysis is faulty or a very unlikely bad scenario happens, 

we do not want to lose a high portion of the value of the 

portfolio. 

AEGON Downtick Unch Uptick

4.05 4.37 4.70

Long Aegon -7.3% 0.0% 7.6%

Long Aegon, short calls -4.1% 3.2% 6.2%

Benefit with options 3.2% 3.2% -1.4%

 



 

  

As earlier indicated via de tracking portfolio, you could 

have a PostNL allocation of up to 10% in your portfolio. I 

do not quickly go above allocations of 10% for an 

individual stock. For PostNL, I might consider increasing 

the allocation a bit further (to 12.5% or 15%) in case there 

is much more certainty about the Sandd deal AND PostNL 

is still trading at levels close to the current undervalued 

level. 

 

CURRENCY PORTFOLIO RISK 

As you have experienced in my newsletters, I discuss 

European stocks but also American stocks and in this 

newsletter a stock that has a UK listing. In my end of year 

performance report, I will assume the positions are 

hedged for the currency risk. So, if a stock goes up from 

$2 to $3, I will see that as a 50% performance. I have 

subscribers from different parts of the world, so I am not 

going to revalue the performances in each currency. For 

your own portfolio, make sure you understand the 

currency risk that you are running. You can do this by 

checking how much of the revenues of your portfolio 

companies is made in which currency. There is no need 

to be overdisciplined and hedge all currency risk away, 

but if you are an European citizen and you are only 

invested in stocks that make all their revenues  $, you 

might want to hedge with the EUR/USD currency pair. 

Just be aware of potential variance in your portfolio due 

to the currency volatility.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

  

COMBINED PORTFOLIO 

DO NOT SHOW THIS INFORMATION IN THE 

EXAMPLE NEWSLETTER 

OFFENSIVE PORTFOLIO (Deep value/Distressed) 

DO NOT SHOW THIS INFORMATION IN THE 

EXAMPLE NEWSLETTER 

DEFENSIVE/NEUTRAL PORTFOLIO (Safe and Quality) 

DO NOT SHOW THIS INFORMATION IN THE 

EXAMPLE NEWSLETTER 

       

    

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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 

“Do not fight the central banks” 

Central banks have lots of power and money. As we have seen 

in the years since the financial crisis up to now, do not try to fight 

them or prove them wrong. You will lose. With them cutting rates 

and using extra stimulus, there is again and still no better place 

to go with your money but to stocks. 

 

 


