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Scale research report - Update 

Market headwinds persist 

Datron’s subdued performance in H120 (sales down 17% y-o-y to €22m, 
and EBIT down 82% y-o-y) reflects the challenging market situation 
exacerbated by the COVID-19 outbreak. Its guidance released in August 
2020 implies broadly comparable sales and order intake in H220 vs H120 
and assumes persistent pressure on the EBIT margin (1–3% for the full 
year vs 1.5% in H120 and 7.2% in FY19). Having said that, Datron retains a 
solid balance sheet, with a net cash position of €9.4m at end-H120 (vs 
€8.5m at end-FY19). 

H120 results reflect demand pressures 
Datron’s EBIT fell to €0.3m in H120 from €1.9m a year earlier despite lower 
material costs (down 20% y-o-y) and the shortening of working hours, aimed at 
reducing personnel costs (down 10% y-o-y). EBIT margin declined to 1.5% from 
7.0% in H119 and EPS was €0.07 vs €0.32 a year earlier. Order intake fell 23% 
y-o-y to €20.3m, with Q220 being clearly below the Q120 levels. That said, Datron 
outperformed the German machine tools industry in H120, which posted a 26% 
y-o-y decline of sales and a 35% drop in order intake in the period, according to the 
German Machine Tool Builders’ Association (VDW). 

Muted management guidance in a distressed market 
The company announced in August 2020 that it expects both the full-year order 
intake and sales to reach €36–40m, an EBIT margin of 1–3% and EPS at €0.06–
0.21. Management guidance assumes there will be no substantial second lockdown 
and supply chains will remain uninterrupted through the year. Subdued company 
guidance is in line with the sentiment in the German mechanical engineering sector, 
where the order situation remains under pressure That said, order intake saw an 
improvement in June vs April and May levels, according to VDW. 

Valuation: Affected by subdued outlook 
Datron is trading at a 2020e P/E multiple of 53.7x on the midpoint of its full-year 
guidance. The company’s share price has fallen c 34% in 2020 to date, which we 
believe reflects the subdued outlook as exhibited by the company’s forecasts and 
broader market sentiment.  
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Bull 
 Solid balance sheet with minor debt position. 

 Technologically advanced and innovative. 

 Recurring income from after sales has been 
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Bear 
 COVID-19 has exacerbated the existing issues 
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 Subdued management guidance for 2020. 

 Small size relative to global market. 
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in the Deutsche Börse Scale segment in 
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Historical financials 
Year 
end 

Revenue 
(€m) 

PBT 
(€m) 

EPS 
(€) 

DPS 
(€) 

P/E 
(x) 

Yield 
(%) 

12/16 45.7* 2.9 0.52 0.2 13.9 2.8 
12/17 50.2 3.9** 0.99 0.2 7.3 2.8 
12/18 55.7 5.1 0.87 0.2 8.3 2.8 
12/19 53.8 3.9 0.70 0.1 10.4 1.4 
Source: Datron data. Note: *Parent company only. **Excludes exceptional gains of €0.9m on 
sale of business and €0.4m on consolidation. 
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H120 results decline amid lower sales 

Datron posted a 17% y-o-y decline in revenues to €22.0m in H120, though outperforming the 
German machine tools industry, which recorded a 26% y-o-y drop in total sales over the period, 
according to the VDW. The largest segment, Datron machines, posted a 22% y-o-y decline in 
revenues to €12.9m after the company sold around 110 machines in the period (vs 160 in H119). 
CNC/Dental milling tools and the ‘After sales and other’ segments posted milder year-on-year sales 
reductions of 12% and 8%, respectively. We note that the latter represented c 18% of Datron’s 
sales in H120 (vs 16% in H119), which is important given their recurring nature. 

H120 saw a deterioration in sales in all major regions, including the core German market (sales 
down 22% y-o-y to €10.1m) as well as the EU ex-Germany (down 24% y-o-y to €6.1m) and the 
US/Canada (down 22% y-o-y to €1.9m). Despite the relative weakness of Russia, revenues in 
Europe (outside the EU) increased 35% y-o-y to €2.3m, driven by higher sales in Norway. 

In H120, Datron was able to reduce its operating expenses by c 14% y-o-y to €21.9m in H120, 
assisted by lower material expenses as well as a drop in personnel costs after the company 
shortened working hours in Q220 due to the COVID-19 outbreak. Datron highlights that these 
flexible working arrangements allowed it to maintain headcount at a broadly unchanged level in the 
period (278 at end-H120 vs 282 at end-FY19). Nevertheless, EBIT margin declined to 1.5% in H120 
(vs 7.0% in H119) and EPS was €0.07 (vs €0.32 in H119). 

Datron retained a solid balance sheet, with cash of €10.1m at end-H120 (vs €9.4m at end-FY19) 
and a minor debt position of €0.8m (€0.9m). In August 2020, the company announced that it intends 
to buy back up to 60k shares (or c 1.5% of its current share capital) at a price of €7.2 per share in a 
public offering held between 2 and 16 September 2020. Although the size of the buyback is 
moderate, we believe it shows management’s confidence in the company’s liquidity position. 

Exhibit 1: Financial performance 
HGB figures in €000s unless otherwise stated H120 H119 Change y-o-y 
Revenue 21,988 26,584 -17% 

o/w Datron machines (mainly CNC milling) 12,941 16,525 -22% 
o/w CNC/Dental milling tools 4,780 5,434 -12% 
o/w After sales and other 3,948 4,289 -8% 
o/w Other* 319 335 -5% 

Change in stocks 177 711 -75% 
Other operating income 37 127 -71% 
Material costs (9,293) (11,596) -20% 
Personnel costs (8,141) (9,025) -10% 
Other operating costs (3,789) (4,322) -12% 
Depreciation (640) (608) 5% 
EBIT 340 1,871 -82% 
Profit before taxes 376 1,880 -80% 
Income tax (100) (607) -83% 
Other taxes (7) (5) 29% 
Net income 268 1,268 -79% 
Minorities adjustment 38 20 95% 
Net income ex-minorities 307 1,287 -76% 
EPS (€) – reported 0.07 0.32 -78% 
Source: Datron accounts, Edison Investment Research. Note: *Other revenues as per BiLRUG (the German 
Accounting Directive Implementation Act) 

Datron’s order intake was down 23% y-o-y to €20.3m in H120, but visibly ahead of the German 
machine tools industry, which saw a 35% y-o-y decline in total order intake over the same period, 
according to VDW. The COVID-19 pandemic has clearly exacerbated the existing issues of the 
German machine tools industry as exhibited by a 46% y-o-y decline of the total order intake in the 
sector in Q220, compared with a 25% y-o-y fall in Q120. In Q220, Datron posted a 33% y-o-y drop 
in order intake vs a 16% y-o-y decline in Q120. 
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H220 caution in an uncertain market 

Datron released its new full year guidance in August 2020 after it withdrew its previous forecasts in 
March 2020 due to the COVID-19 outbreak. For FY20, the company guides to a total order intake of 
€36–40m (vs €53.2m in FY19) and total revenues of €36–40m (€53.8m). This implies revenues and 
order intake in H220 broadly comparable to the H120 levels, which we believe is a conservative 
assumption given that June figures suggest a gradual recovery of new orders in the broader market 
according to VDW (see more details below). Datron anticipates an EBIT margin of 1.0–3.0% (vs 
7.2% in the previous year and 1.5% in H120) and gives a wide range for EPS expectations of 
€0.06–0.21 (vs €0.70 in FY19). The company’s guidance assumes no substantial lockdown and 
uninterrupted supply chains through the rest of the year. 

The results of a survey conducted by the German Mechanical Engineering Industry Association 
(VDMA) in July 2020 suggest that the order situation in the mechanical engineering sector remains 
‘very tense’ and more than half of the 640 member companies expect sales to be lower by 10% to 
30% in 2020. At the same time, their expectations for Q320 have improved slightly recently and the 
majority anticipate a slight sales growth in 2021. According to VDW, the downturn in the level of 
orders triggered by the COVID-19 pandemic appears to have bottomed out and the market saw a 
noticeable improvement in new orders in June 2020 compared to the two previous months. VDW 
also highlights that the relevant industrial indicators have shown positive signals recently, including 
JP Morgan Global Manufacturing PMI, which was 50.3 in July 2020 vs 39.3 in April 2020 when it 
plunged to its lowest level since the global financial crisis 2008/09. VDW acknowledges however 
that the machine tool industry is a late-cycle capital goods sector and it might take it longer to 
recover than other sectors, eg retail sales. 

Valuation 

Datron’s specialisation in milling machines and tools makes for a difficult comparison with listed 
peers, which are mainly large international players. We believe Datron’s closest peers is Hermle, a 
German manufacturer of milling machines, though it is also a much larger company as illustrated by 
its market capitalisation of €1bn (vs Datron’s €29m) and annual sales of €463m in 2019 (vs c €54m 
in FY19). 

There is no consensus for Datron but based on the mid-point of the company’s guidance released 
in August 2020 its shares trade at P/E of 53.7x. This compares with an FY20e P/E of 30.0x for 
Hermle (ie for its listed non-voting preferred shares), but we note that its full-year FY20 consensus 
includes estimates of one analyst only. Datron’s LTM P/E multiple is 16.1x, compared to 15.3x for 
Hermle, while the dividend yields (based on historical pay-outs from FY19 earnings) stand at 1.4% 
for the former and 2.4% for the latter. 

Hermle has posted a 31% y-o-y drop in sales to c €161m in H120 and its order intake was down 
46% y-o-y at c €119m. In August 2020, Hermle confirmed that its revenues might decline by c 50% 
y-o-y in FY20 and EBIT is likely to deteriorate disproportionally, affected by the COVID-19 crisis. 
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General disclaimer and copyright  
Any Information, data, analysis and opinions contained in this report do not constitute investment advice by Deutsche Börse AG or the Frankfurter Wertpapierbörse. Any investment decision should be solely based on a 
securities offering document or another document containing all information required to make such an investment decision, including risk factors. This report has been commissioned by Deutsche Börse AG and prepared 
and issued by Edison for publication globally. 

Edison Investment Research standard fees are £49,500 pa for the production and broad dissemination of a detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfront in cash 
without recourse. Edison may seek additional fees for the provision of roadshows and related IR services for the client but does not get remunerated for any investment banking services. We never take payment in stock, 
options or warrants for any of our services. 

Accuracy of content: All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of 
this report and have not sought for this information to be independently verified. Opinions contained in this report represent those of the research department of Edison at the time of publication. Forward-looking information 
or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties and other 
factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.  

Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in 
connection with the access to, use of or reliance on any information contained on this note. 

No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the information provided by us should not be construed by any subscriber or 
prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of 
investors. 

Investment in securities mentioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment business and, accordingly, does not itself hold any 
positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report, subject to 
Edison's policies on personal dealing and conflicts of interest. 

Copyright: Copyright 2020 Edison Investment Research Limited (Edison).  

 

Australia 
Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Representative (1252501) of Crown Wealth Group Pty Ltd who holds an Australian Financial 
Services Licence (Number: 494274). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice 
given by Edison AU is general advice only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having 
regard to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like 
instrument.  

 
New Zealand  
The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the 
purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the 
topic of this document. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in 
relation to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is 
intended only as a “class service” provided by Edison within the meaning of the FAA (i.e. without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making 
an investment decision. 

 
United Kingdom 
This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or solicitation for investment in any securities mentioned or in the topic of this document. A 
marketing communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence of investment research and is not subject to any 
prohibition on dealing ahead of the dissemination of investment research.  

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investments, i.e. investment professionals within the meaning of Article 
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPO") (ii) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49 
of the FPO and (iii) persons to whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. It is not intended that this document be 
distributed or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstances should persons of any other description rely on or act upon the contents of this document.  

This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any other person. 

 

United States  
Edison relies upon the "publishers' exclusion" from the definition of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. This report is a bona fide 
publication of general and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As such, Edison does not 
offer or provide personal advice and the research provided is for informational purposes only. No mention of a particular security in this report constitutes a recommendation to buy, sell or hold that or any security, or that 
any particular security, portfolio of securities, transaction or investment strategy is suitable for any specific person. 
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