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Hidden value and new 
opportunities 

 

We initiate coverage of First Capital with a Buy rating and a target price of 
EUR1.17 per share. The factors that support our recommendation are: 1) its 
well balanced portfolio, focused on Italian small caps, which has resulted in 
an excellent track record of capital gains in the past three years, 2) the 
current discount to NAV is around 23%, which is above the historical average 
discount of Italian holding companies, 3) the attractiveness of Italian small 
caps (that are the typical target of First capital) is growing and there is still a 
lot of room for recovery in current market prices, 4) the new 2014-17 
business plan represents a turning point for First Capital, which is aiming to 
become an asset management company (also with international exposure) 
through co-investing with institutional investors and family offices in 
alternative investments (SPAC, Private Equity, Pre-IPO funds), 4) in our view, 
its main investment (Mid Industry Capital, a holding company)  presents 
significant hidden value and could be used as a vehicle to list Mar Ter (a 
logistic company)  on the main stock market. The main risks for the company 
would be a severe downturn in the Stock market, which would affect the 
NAV, and an inability to raise new funds. 

 

> First Capital is a financial holding company specialized in investing in listed 

Italian small cap companies (PIPE or Private Investment in Public equity). Its 

portfolio (valued at around EUR29 million at current market prices) 

includes Mid Industry Capital (22% stake), Servizi Italia (2% stake), Cembre 

(2%), Elica (2%) plus other minor shareholdings. In the past three years 

First Capital made several investments with an average cash multiple of 

1.3x despite the weakness of the Italian Stock Market during most of the 

period.  

> The company recently announced a new strategy to become an asset 

management company with target AuM of EUR100 million by 2017. To 

support this development plan, First Capital would issue up to EUR 30 

million of convertible bonds and would then have a rights issue (of up to 

EUR20 million).  

> The current discount to NAV is around 23% but we believe there is 

considerable hidden value: we refer mainly to Mid Industry Capital which is 

selling two of its main assets and generating a significant capital gain that is 

yet to be reflected in the share price.  We start coverage of the company 

with a Buy rating and a target price of EUR1.17 per share having applied a 

10% discount to the current NAV. 

 Financials 

 2013 2014E 2015E 2016E 

Total income (EURm) 2,34 2,87 3,02 3,17 

Pre-tax profit (EURm) 1,23 1,72 1,84 1,96 

Net Profit (EURm) 1,17 1,38 1,47 1,57 

EPS (EUR) 0,051 0,057 0,061 0,065 

BVPS (EUR) 1,05 1,04 1,07 1,09 

DPS (EUR) 0,029 0,034 0,043 0,049 
Source: Company Data, UBI Banca Estimates 

Ratios 

 2013 2014E 2015E 2016E 

P/E(x) 13,8 17,4 16,2 15,2 

P/BV(x) 0,66 0,96 0,93 0,91 

Dividend Yield (%) 4,2% 3,5% 4,3% 4,9% 

ROI (%) 7,2% 10,1% 10,8% 11,5% 

ROE (%) 4,8% 5,5% 5,7% 6,0% 

Debt/Equity (x) -0,30 -0,09 -0,12 -0,14 
Source: Company Data, UBI Banca Estimates 
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Key Financials     

(EURm) 2013 2014E 2015E 2016E 

Dividends 0,33 0,36 0,38 0,41 

Other financial income 0,32 0,33 0,35 0,37 

Trading profit/(loss) 1,69 2,17 2,28 2,40 

Total income  2,34 2,87 3,02 3,17 

Net Profit 1,17 1,38 1,47 1,57 

Capital Employed 17,05 17,04 17,03 17,02 

Shareholders’ Equity 24,29 24,99 25,64 26,18 

Net Financial Position -7,24 -2,37 -3,03 -3,57 

Source: Company data, UBI Banca estimates 

 
 
 
 

Key Profitability Drivers     

 2013 2014E 2015E 2016E 

Net Debt/Equity (x) -0,30 -0,09 -0,12 -0,14 

Cost/Income (%) 55,0% 34,7% 33,9% 33,3% 

ROI (%) 7,2% 10,1% 10,8% 11,5% 

ROE (%) 4,8% 5,5% 5,7% 6,0% 

Source: Company data, UBI Banca estimates 

 
 
 
 

Key Valuation Ratios     

 2013 2014E 2015E 2016E 

P/E (x) 13,8 17,4 16,2 15,2 

P/BV (x) 0,66 0,96 0,93 0,91 

Dividend Yield (%) 4,2% 3,5% 4,3% 4,9% 

Source: Company data, UBI Banca estimates 
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 1. INVESTMENT CASE 
 

 First Capital is the leading Italian company specialising in Private Investments in 
Public Equity (so called PIPE) with a focus on listed Italian small caps (with a 
market capitalization of less than EUR350 million). The company typically invests 
by taking a shareholding (>2% stake) in companies that are leaders in their niche 
markets, have an excellent track record (at least three years of net profit) and a 
sustainable business plan.  

  
 In our view, there are some key reasons why there should be a strong share 

performance in the coming months: 
 
Growing small caps momentum: 2013 was a positive year for the Italian 
Stock Market (FTSE all share +17.6%) and the 1Q14 was even better (+14.6%). 
Starting from September 2013, Italian small caps strongly outperformed the 
Italian Stock market with a performance of +22.2% in 2013 and +28.1% in 1Q14. 
We believe Italian small caps, the investment targets of First Capital, should 
continue to outperform in the coming months as there is still a considerable gap 
between the performance of the Italian Stock Market and that of small caps (14% 
since 2011).  
 
Well-balanced portfolio: First Capital’s main investments (>80% of total AuM) 
are focused on four sectors: logistics (through Mid Industry Capital), a sector 
that should benefit from the macro recovery expected in Italy in the coming 
months; electrical components through Cembre, which has considerable 
exposure outside Italy (>80% of sales from abroad); healthcare (through Servizi 
Italia), which is an anti-cyclical sector; and white goods through Elica, which is a 
world leader in cooker hoods with a high content of Italian design.  
 
Discount to NAV remains attractive: despite the outstanding share price 
performance (+27% since the start of the year), the discount to NAV is around 
23%, a level which is well below the European average (the Association of 
investment companies reports that trusts closed 2013 at a 3.4% average discount 
to NAV). Moreover, the main asset of First Capital, Mid Industry Capital, is 
divesting two of its main assets and the significant capital gains that should be 
generated are yet to be reflected in the share price. 
 
Opportunity to invest before the implementation of the new strategy: 
Last March, First Capital announced its 2014-17 business plan: it is targeting 
expansion into alternative investments (convertible bonds, SPACs, pre-IPO etc.), 
entry in the corporate advisory industry, and penetration of foreign markets. If 
the new strategy were successful, First Capital would receive a significant boost 
making the current moment a good time to invest. 
 
Active management and outstanding track record on divestments: 
although First Capital was set up just six years ago and has had to negotiate a 
difficult period in the market, the company has closed out all its main investments 
with capital gains that have exceeded EUR2.7 million in the last three years with 
a cash multiple of 1.3x. 
 
We initiate coverage with a target price of EUR1.17 per share (based on a NAV 
with a discount of 10%) and a Buy rating. A respectable dividend yield also 
supports our positive stance. 
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2. COMPANY PROFILE 
  
 First Capital was established in 2008 with a mission to raise funds to finance pre-

IPO deals and to invest in already listed Italian small caps. It was the first mover 
in the PIPE (or private investment in public equity) sector. 

  
 Figure 1 – History 

Feb-08 Company founded 

Apr-08 Acquisition of 2.1% of RGI (exit July-09) 

Nov-08 Acquisition of 1.6% of Piquadro (exit June-11) 

Nov-08 Acquisition of 3.3% of Servizi Italia 

Mar-10 Acquisition of 2.2% of Cembre 

May-10 Acquisition of 2.8% of B&C Speakers (exit July-13) 

Oct-10 Acquisition of 3.3% of Elica 

Dec-10 Listing on AIM at EUR 0.97 per share.  

Jul-11 Acquisition of stake in Bioera (14.9%) through a pre-IPO capital increase (exit May-13) 

Dec-11 Acquisition of 2% of Ambienthesis (exit Jan-14) 

May-12 First dividend (EUR 0.01655 per share) 

Sep-13 Acquisition of 20% of Eukedos convertible bond issue 

Oct-13 Public tender offer for 20% of Mid Industry Capital 

Mar-14 The stake in Mid Industry Captal is raised to 22.4% 

Mar-14 Proposed DPS on 2013 results: EUR 0.0292 (2.9% yield) 

Mar-14 Presentation of the new business plan 

Source: Company data, Ubibanca 
 

  
 The company grew rapidly raising EUR8 million of share capital in 2008 and 

started investing in several small caps building up a solid track record in terms of 
divestments. It is now the Italian leader in this investing segment. At end-2010 
First Capital was listed on AIM (Alternative Investment Market) at EUR0.97 per 
share through a capital increase of around EUR14 million. 

  
 Figure 2 – Divestment track record 

Up to date all investments have been exited with a capital gain. The average IRR was 
>20%. 

  
Stake Investment Divestment Capital gain IRR Cash multple 

Company sector (%) (EURm) (EURm) (EURm) (%) (x) 

RGI Information technology 2.1% 0.90 1.01 0.11 13% 1.12 

Kerself Industrial Engineering 53.0% 0.75 0.77 0.03 8% 1.04 

Piquadro Travel leather products 1.5% 1.27 2.33 1.06 49% 1.83 

Bioera Organic food and cosmetics 14.9% 2.27 2.41 0.15 4% 1.06 

Reply Information technology 67.0% 1.28 1.63 0.35 37% 1.27 

B&C Speakers Loudspeakers 2.8% 0.86 1.34 0.48 20% 1.56 

Nice Home Automation 0.3% 1.09 1.23 0.14 7% 1.13 

Ambienthesis Waste management 2.0% 0.62 1.03 0.41 36% 1.66 

 
TOTAL 

 
9.04 11.76 2.72 

 
1.30 

Source: Company data 
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 Normally First Capital acquires a significant minority shareholding (2%-10%) with 

a holding period of three to five years. The typical target has a market 
capitalization of less than EUR350 million with a free float >15%, a leading 
position in growing niche areas, an international presence and a solid track 
record (at least three consecutive years of net profit and a sound financial 
structure with maximum gearing of 1x). A single investment, which is always 
subject to the approval of the board, cannot exceed 35% of total assets and 
investments in real estate and companies under restructuring are excluded from 
the potential targets. Following the investment, which is always made on friendly 
terms, First Capital becomes an active shareholder and meets regularly with the 
management of the shareholdings acquired and, where possible, has a position on 
the Board of the target investments (it is currently represented on the Boards of 
Servizi Italia, Cembre and Elica). Stakes are usually acquired through reserved 
share capital increases (i.e. under Article 2441 of the Italian Civil Code), the 
acquisition of treasury shares owned by the target, through a private 
placement/block trade, or through an IPO. 

  
 Figure 3 – NAV, market cap and discount to NAV trend 

The discount to NAV increased strongly in the past three years, but, IN September 
2013, it started to decline and now stands at around 23%. 
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Source: Company data, UBI Banca estimates 
 

  
 Overall, operating costs are limited (the company has just three employees) and 

have always been below EUR1 million p.a., including less than EUR0.3 million for 
the remuneration of the Board. Operating and D&A costs are in part covered by 
dividends (EUR0.33 million in 2013) and interest income (EUR0.32 million last 
year) and, therefore, the company needs to realize capital gains in order to 
report a positive bottom line.  
 
Following the recent (April 2014) exercise of withdrawal rights at EUR1.02 per 
share following the failure of some shareholders to approve the proposals put to 
the EGM of March 21 (the conversion of B shares, changes in the statute linked 
to the new business plan), First Capital acquired 22.77% of its own share capital 
(5.48 million shares) with a cash out of EUR5.6 million. These shares are 
currently (and until 22 May) being offered to existing shareholders.   
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Although no single shareholder has an absolute majority of the company, First 
Capital is controlled by the families of the founders while the free float is 
currently 50.2%. The Board of directors is made up of nine members of which 
two are independent directors. 

  
 
 

 Figure 4 – Shareholder structure 
First Capital has been listed on the Italian market (AIM) since 22 December 2010 when 
shares were sold at an IPO price of EUR0.97 per share. Treasury shares stem from the 
exercise of withdrawal rights  
 

Strategy invest; 

22,7%

Aurum SpA; 

5,9%

Galaxya SA; 

10,1%

Paolo 

Corradino; 5,2%Treasury 

shares; 22,8%

Free Float; 

33,4%

 
 

Source: Company data 
 

  
  
 2.1. SWOT analysis 

 
 Figure 5 – SWOT Analysis 

Strengths Weaknesses 

 
Discount to NAV still high compared to other European 
holding companies 

 
Low visibility on future operations 

 
Well-balanced portfolio with cyclical and anti-cyclical 
investments 

 
Positive bottom line only thanks to capital gains 

 
Outstanding divestment track record and high portfolio 
rotation 
 

 
Mounting competition 

Opportunities Threats 

 
Launch of First Capital Asset Management 

 
2017 targets can only be achieved through raising 
EUR100 million funds 
 

Development abroad Capital increase and convertible bond issue for a 
maximum of EUR50 million  
 

Potential extra dividend from Mid Industry Capital Limited control on investments 

Source: UBI Banca estimates 
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 3. STRATEGY 
  
 On 21 March 2014, the company presented a new 2014-17 business plan, called 

First Capital 2.0. The plan aims to transform the company from a financial holding 
company focused on Italian small caps to an investment company active in asset 
management for alternative investments (SPAC, Private Equity, Pre-IPO funds) 
and corporate advisory in Italy and abroad, investing up to EUR100 million 
(EUR25 million directly and EUR75 million through institutional investors and 
family offices) by 2017. 
 

 Figure 6 – Key targets of the2014-17  business plan 
The plan targets seem challenging but we believe they could be met if First capital were 
able to raise funds for EUR100 million  

 
2013A 2017E 

AuM (EURm) 27 100 

Revenues (EURm) 2.0 5.0 

Cost/Income Ratio 54% 40% 

ROE 4.8% 10% 

Pay out ratio 58% 80% 

Source: Company data 
 

  
 The AGM of First Capital has already approved the new investment policy and 

the EGM approved the new mission of the company; the mandate given to the 
Board of Directors to increase the share capital by a maximum of EUR20 million, 
plus any potential share premium and the possibility to eliminate withdrawal 
rights; and the issue of EUR30 million convertible bonds.  
 
The key steps of the new plan are the following: 
 

1. Acquisition of 22% of Mid Industry Capital, which has already been done, 
with First Capital now the main shareholder of the company. Mid 
Industry Capital has divested two of its three main assets (Equita SIM 
last December for a cash in of EUR5.3 million and Nadella last April for 
around EUR20 million). As a result, Mid Industry Capital should be cash 
rich and we believe it could distribute a significant extraordinary 
dividend (EUR6 per share as proposed by First Capital); this would give 
First Capital cash of around EUR5.6 million. The company will remain as 
a pure holding company controlling a logistics company (Mar Ter) which 
could be refinanced through the issue of a convertible bond. As a 
second step, Mid Industry Capital could be merged with Mar Ter, 
leading to a listing of this logistic company on the Italian Stock Market; 

2. Launch of a new  small cap “PIPE” fund and Pre-IPO/listed convertible 
bond fund with a target of EUR35 million AuM, of which EUR10 million 
invested by First Capital and the rest by institutional investors and family 
offices; 

3. Launch of a fund dedicated to SPACs (Special Purpose Acquisition 
Companies), with a target of EUR35 million AuM, of which EUR10 
million invested by First Capital and the rest by institutional investors 
and family offices; 

4. The EUR25 million of fresh financial resources required by First Capital 
under the business plan should easily be raised from the potential 
dividend to be paid by Mid Industry Capital and/or from the issue of a 
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convertible bond (EUR30 million already approved by the EGM); 
5. Open a subsidiary in London and/or in Luxemburg attracting new 

investors to replicate its business model with European small cap 
companies; 

6. Create a “corporate advisory” division for the companies in its portfolio 
to take advantage of any opportunity to fund new projects; 

7. Place in the market the 5.58 million shares from the exercise of the 
withdrawal right. 

 
 The business plan is ambitious and there is low visibility on the success of a 

convertible bond and/or rights issue and on the ability to raise funds from 
institutional investors and family offices. However, the excellent track record of 
the management, coupled with its cash availability and the potential disposal of 
further assets, should allow First Capital to make a quantum leap forward among 
investment companies. 

  
 4. OVERVIEW OF SHAREHOLDINGS 
  
 Figure 7 – NAV breakdown (30 April 2013E) 

Financial holding is represented by Mid Industry Capital, which after the recent 
disposals controls one logistic company 
 

Financial Holding

32,7%

Health Care

16,0%

Electrical 

components

12,7%

White goods

8,4%

Other

23,8%

Liquidity

6,4%

 
 

Source: Company data, UBI Banca estimates 
 

  
 4.1. Mid Industry Capital (22.4% stake, 33% NAV) 
  
 First Capital entered Mid Industry Capital through a public tender offer 

(completed in December 2013) and through the direct purchase of further 
shares on the stockmarket. By the end of March 2014, it had a stake of 22.44% of 
Mid Industry Capital and had become its main shareholder (First Capital should 
shortly get Board representation).  
 
Mid Industry Capital is an  investment company listed on the Italian Stock Market 
(Investment Vehicles segment): the company is currently changing as it has 
divested two of its main shareholdings:   
 

1. Equita Sim: last December the company exercised the withdrawal rights 
on its 10% stake of Equita Sim receiving cash of EUR5.3 million and 
making a EUR1 million capital gain; 

2. Last April, Mid Industry Capital finalized an agreement with 21 
Investimenti (Benetton family) to dispose of its 56.1% stake in Nadella (a 
manufacturer of mechanical components for packaging systems) for 
around EUR20 million (with a capital gain of EUR11.6 million). As a 
result, Mid Industry received cash of EUR18.5 million, net of the escrow 
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clause (EUR3.9 million of guarantees). 
  
 Mid Industry Capital now has significant liquidity. We calculate that after 

receiving  the cash in from the divestment of the stakes in Equita Sim and 
Nadella, Mid Industry Capital should have net cash of close to EUR30 million. 
First Capital has proposed distributing an extraordinary dividend of EUR6 per 
share, which would give First Capital cash in of EUR5.7 million. We believe this 
proposal will be accepted by the AGM (5 May 2014) of Mid Industry Capital. 

  
In addition, Mid Industry Capital retains one further shareholding: 76% of Mar 
Ter, a maritime logistics company focused on pulp and paper with revenues of 
EUR49 million, EBITDA before restructuring costs of EUR9 million in 2013, and 
net debt of around EUR19 million. The investment in Mar Ter was EUR24 million 
and we believe it could take time to realise the return on this investment as Mar 
Ter recently made a major acquisition (Neri SpA, active in logistic services). 

  
 4.2. Servizi Italia (2% stake, 10% NAV) 
  
 Servizi Italia is the main Italian provider of integrated services for the hire, 

washing and sterilisation of textile items and surgical instruments for social and 
welfare organisations and public and private hospitals. Servizi Italia's production 
platform is made up of laundry facilities and sterilisation centres located in north 
Italy. The company entered the Brazilian market in 2012 through the acquisition 
of a local company; it also formed a JV in Turkey and recently signed an 
agreement to provide laundry and sterilization services to hospitals in India. 

  
 Despite the Italian Government’s spending review, Servizi Italia was able to 

generate a slight increase in revenues in 2013 (+2.3%) with sound growth in the 
sterilization division (+13.5%). The EBITDA margin remained broadly unchanged 
despite the continuous downward price pressure. The dividend increased to 
EUR0.14 per share (EUR0.13 in 2012) giving a yield of 2.5%. 

  
 2014 figures should for the first time reflect the company’s expansion abroad 

although the domestic market is expected to remain flat. In addition, acceleration 
in payments from public bodies should reduce trade receivables and impact 
positively on cash generation. 

  
 Figure 8 – Servizi Italia: forecasts and multiples 

Consensus estimates point to significant top line growth in 2014-15 with a slight 
improvement in the EBITDA margin. Net profit should nearly double in the next two 
years 

(EURm, %, x) 2012 2013 2014E 2015E 

Sales 210.6 215.4 232.0 242.0 

EBITDA 60.7 61.2 70.0 74.0 

% margin 28.8% 28.4% 30.2% 30.6% 

EBIT 17.1 19.0 27.0 30.0 

% margin 8.1% 9.3% 11.6% 12.4% 

Net Profit 9.4 8.8 12.0 15.0 

Net Debt (cash) 60.1 69.7 66.0 56.0 

P/E 14.1 15.0 12.0 10.1 

EV/EBITDA 3.1 3.5 3.1 2.8 

Source: Company data, Factset 
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 4.3. Cembre (2% stake, 13% NAV) 
  
 Cembre is the leading Italian manufacturer and one of the largest European 

manufacturers in electrical connectors and related installation tooling. The 
company offers its products and services to wholesalers, specialised distributors, 
and large firms operating in the railway and energy sectors. Extensive know-how 
in the field of electrical connectors, strong R&D activity and continuous 
innovation in manufacturing technologies and product specification allow Cembre 
to respond quickly to an increasingly demanding market offering high-quality 
products that are reliable, durable and safe. The company has two production 
sites in Italy and one in the UK. 

  
 2013 was a positive year for the company: revenues were broadly flat (+0.6%, 

but accelerated in 4Q13 when they rose 5.1%) despite the slowdown in the 
Italian market (-4.5%), the EBITDA margin increased slightly and cash flow 
generation was >EUR5 million. Cembre announced a dividend of EUR0.26 per 
share (up from EUR0.16 last year), a current yield of 2.5%. 

  
 In 2014 the management of Cembre forecasts a slight increase in sales following a 

buoyant start to 2014 (sales +6.2% in January and February). 
  
 Figure 9 – Cembre: forecasts and multiples 

While sales should have limited growth in the next two years, the EBITDA margin 
should exceed 20% as early as 2014 

(EURm, %, x) 2012 2013 2014E 2015E 

Sales 103.9 104.5 109.0 114.0 

EBITDA 20.1 20.4 22.0 23.0 

% margin 19.4% 19.5% 20.2% 20.2% 

EBIT 16.5 15.8 17.0 18.0 

% margin 15.8% 15.1% 15.6% 15.8% 

Net Profit 11.5 10.5 11.0 12.0 

Net Debt (Cash) -0.6 -5.9 -10.0 -17.0 

P/E 9.0 18.7 17.6 16.1 

EV/EBITDA 5.4 10.1 9.4 9.3 

Source: Company data, Factset 
 

  
  
 4.4. Elica (2.1% stake, 8% NAV) 
  
 The Elica Group has been present in the cooker hood market since the 1970s 

and today is the world leader in terms of units sold. It is also a European leader 
in the design, manufacture and sale of motors for heating and ventilation. With 
approximately 3,000 employees and an annual output of around 18 million units, 
the Elica Group has eight plants in Italy, Poland, Mexico, Germany, India and 
China (production in low cost countries reached 52% of total in 2013 vs. 5% in 
2007). Elica has revolutionised the traditional image of the kitchen cooker hood: 
it is no longer seen as a simple accessory but as a design object which improves 
the quality of life. The company is listed on the Star segment of the Italian stock 
exchange. 

  
 Sales rose 1.8% in 2013 driven by the growth in North America (+7%) and 
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Eastern Europe (+2.6%) while Western Europe continued to decline (-3.6%) and 
Latin America turned negative (-1.1%). The EBITDA margin went down to 5.8% 
but this was totally due to restructuring charges taken in Italy and China which 
impacted for EUR6 million in 2013. Stripping out this item, the EBITDA margin 
would have reached 7.4% (from 7% in 2012), confirming the price/mix 
improvement. Net debt fell to EUR56.7 million thanks to sound cash flow 
generation (NWC down to 7.2% of sales vs. 9.8% in 2012). The company 
announced a dividend of EUR0.0269 per share (+13% vs. last year), a current 
yield of 1.3%. 

  
 Elica has forecast an increase in revenues of 1%-3% in 2014 with a positive 

outlook in the Americas (+5%-7%) while Europe and Asia should be flat or up 
2%-3%; EBITDA before restructuring costs (which should impact also 2014) up 
4-7%; and net debt of or below EUR52 million. Recently First Capital reduced its 
stake from 2.99% to 2.36% realizing a significant capital gain.  

  
 Figure 10 - Elica: forecasts and multiples 

Consensus estimates point to a significant growth in profitability mostly driven by cost 
reductions from the restructuring undertaken in 2013 

(EURm, %, x) 2012 2013 2014E 2015E 

Sales 386.3 391.8 400.0 410.0 

EBITDA 27.0 22.9 30.4 34.0 

% margin 7.0% 5.8% 7.6% 8.3% 

EBIT 12.1 6.9 14.4 18.3 

% margin 3.1% 1.8% 3.6% 4.5% 

Net Profit 5.1 1.4 6.1 8.4 

Net Debt 62.3 56.7 52.0 46.7 

P/E 24.3 21.9 19.8 15.2 

EV/EBITDA 6.8 7.9 5.8 5.1 

Source: Company data, Factset 
 

  
 4.5. Convertible bonds  (8% NAV) 
  
 First Capital has invested around EUR2.3 million in convertible bonds. These are: 

 
1. 20% of the 2012-16 convertible bond of Eukedos, one of the main 

companies in Italy in the sectors of healthcare assistance and medical 
products. The convertible bond offers a fixed 3% per annum interest 
rate and a conversion rate of 6 Eukedos shares every 7 bonds 
(conversion period every day up to Oct-16), which implies a strike price 
of EUR1.03 per share (vs. the current share price of EUR0.80). First 
capital invested EUR1.65 million in the bond and we believe will keep 
this shareholding until the strike price is in the money; 
 

2. Together with Madison Capital, First Capital subscribed to the majority 
of the Bomi Italia 2014-17 bond cum warrant (EUR1.5 million, 7.25% 
fixed rate with warrants that give the right to subscribe to shares in the 
IPO) investing EUR0.5 million. Bomi Italia is an international group 
working on the logistics and management of high-technology products 
for health protection and the company is part of the Elite project of the 
Italian Stock Exchange. The deal is the first alternative pre-IPO 
investment made by First Capital.  



 

 

First Capital 

05 May 2014 

13 

 
 4.6. Other shareholdings (5% NAV) 
  
 At the end of April 2014 First Capital had around EUR1.5 million of other 

shareholdings. In details: 
 

1. 1% of Industrial Stars of Italy, a new SPAC (Special Purpose Acquisition 
Company) listed in July 2013 whose objective is to contribute its funds 
(EUR50 million) to an Italian industrial company in exchange for a 
minority stake. The mission is to support the development plans, 
possibly through an internationalization process, of the selected 
industrial player, as well as to list it simultaneously on the Stock 
Exchange (as a result of the merger between Industrial Stars of Italy and 
the selected player). The investment for First Capital was EUR0.5 
million, including 1% of the outstanding warrants. Industrial Stars of Italy 
has 24 months to finalize the business combination and therefore we 
believe this stake is likely to remain in First Capital’s portfolio for at 
least the next 12 months; 
 

2. 0.13% of Gala, one of the leading Italian operators in the supply of 
electricity to the public administration and state-owned companies, with 
an expected 2013 turnover of about EUR1.2 billion, EBITDA of 
approximately EUR60 million (preliminary figures for 2013), and about 7 
TWh of electricity delivered to end users. The company was listed in 
the AIM market in March 2014 and First Capital acquired its stake 
during the IPO investing EUR0.25 million;  
 

3. 0.3% of Leone Film Group. This company, listed on the AIM market in 
December 2013, manages the library of all Sergio Leone’s films in Italy 
and co-owns the rights for the rest of the world together with co-
producers. The company owns and controls a library of over 400 titles 
and is the exclusive representative for the TV Library of REGENCY. In 
2013 it reported sales of EUR20.3 million (+55% vs. 2012), an EBITDA 
margin of 62% (51% in 2012), and announced a dividend of EUR0.09 per 
share (1.8% yield). In 2014, 11 new films are expected to be distributed 
(four in 2013). First Capital acquired its stake during the IPO investing 
EUR0.2 million; 
 

4. 0.25% of MutuiOnline, a company specialized in brokerage services for 
real estate loans and consumer loans. The group has also developed a 
broker subcontract on behalf of banks. First Capital invested EUR0.3 
million in MutuiOnline with a capital gain of >60% at current market 
prices. 
 
 
 
 
 
 
 
 

 
  
  



 

 

First Capital 

05 May 2014 

14 

 5. FINANCIALS 
  
 5.1. 2013 Results 
  
 First capital closed 2013 with a net result of EUR1.17 million, the highest since its 

IPO in 2010 and proposed a dividend of EUR0.029 per share, giving a current 
yield of 2.9%. Financial income reached EUR2.34 million, of which EUR1.69 
million were capital gains, while operating costs increased to EUR0.97 million 
(higher legal fees) and D&A remained flat at EUR0.15 million. Net equity reached 
EUR24.29 million (EUR23.12 million at Dec-12) and net cash EUR7.24 million. 

  
 5.2. Financial projections 
  
 Based on its current shareholdings, First Capital can rely on a constant dividend 

flow of over EUR0.3m per annum with an expected CAGR of around 6% up to 
2016 and on interest income of around 0.3 million per annum. Operating and 
D&A costs should be close to EUR1.2 million per annum. This implies that 
without capital gains the company cannot generate a positive bottom line and 
distribute dividends. For this reason, we believe the company’s asset turnover 
should remain high in coming years.  
  
Assuming that the company experiences a revaluation of assets of well over 10% 
this year, given the positive trend of its main investments, and the potential 
hidden value of some unlisted investments (Mar Ter in Mid Industry Capital), our 
forecasts incorporate capital gains of 30% of the latent capital gains on the 
current NAV, or EUR2.1 million (we estimate that EUR0.6 million has already 
been realized), which should allow the company to generate a bottom line 18% 
higher than in 2013 after a tax rate of 20%. Our estimates do not include any 
potential extra dividend coming from Mid Industry Capital (EUR5.6 million) 
which would obviously increase the bottom line. 
 

 Figure 11 – 2010-13 results and 2014-16 estimates 
Our 2014 estimates do not incorporate the potential dividend from Mid Industry 
Capital.  

EURm 2010 2011 2012 2013 2014E 2015E 2016E 

Dividends 0.18 0.30 0.24 0.33 0.36 0.38 0.41 

Other financial income 0.05 0.38 0.20 0.32 0.33 0.35 0.37 

Trading profit/(loss) 0.25 0.92 0.24 1.69 2.17 2.28 2.40 

Total income  0.48 1.60 0.68 2.34 2.87 3.02 3.17 

D&A -0.13 -0.14 -0.15 -0.15 -0.15 -0.15 -0.15 

Operating (cost)/income -0.52 -0.87 -0.88 -0.97 -0.99 -1.02 -1.05 

Pre-tax profit -0.17 0.59 -0.35 1.23 1.72 1.84 1.96 

Taxes 0.04 0.14 -0.08 -0.06 -0.34 -0.37 -0.39 

Net profit -0.13 0.73 -0.43 1.17 1.38 1.47 1.57 

Source: Company data, UBI Banca estimates 
 

  
First Capital also has 23.14 million warrants expiring in 2016 that can be 
converted (every July and November) into new shares at a price equal to official 
NAV with a 25% discount.  
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 6. VALUATION 
  
 The classical performance drivers for financial holding companies are the fair 

value of assets and the discount applied to NAV. First Capital is one of the few 
holding companies presenting upside potential on both fronts: 1) the current 
discount to NAV is around 23%, well above the average for the investment 
company sector, and 2) we believe the company could experience a revaluation 
of assets of over 10% this year given the positive trend in its main investments 
(+25.8% on average since the beginning of the year) and the potential hidden 
value of some unlisted investments (Mar Ter in Mid Industry Capital).  

  
 To arrive at a target price we applied a holding company discount of 10% to 

NAV, in line with the average of European Smaller Companies investment trusts 
(10.2%, with the best in class, European Assets Trust close to par), obtaining a 
target of EUR1.17 per share, offering potential upside of over 15% on the current 
market price.  

  
 Figure 12 – NAV 

(EUR, EUR m, %) % held on capital Market value Value per share % of total 

Mid Industry Capital 22,4% 10,27 0,43 43,3% 

Servizi Italia 2,0% 2,98 0,12 12,6% 

Cembre 2,0% 3,96 0,16 16,7% 

Elica 2,1% 2,56 0,11 10,8% 

Gala 0,1% 0,22 0,01 0,9% 

Industrial Stars of Italy 1,0% 0,47 0,02 2,0% 

Mutui on line 0,3% 0,53 0,02 2,2% 

Leone Film Group 0,3% 0,20 0,01 0,8% 

Eukedos 20,0% 1,99 0,08 8,4% 

Bomi 03/17 7,25% 
 

0,50 0,02 2,1% 

Other  
 

0,04 0,00 0,2% 

Total 
 

23,74 0,99 100,0% 

Treasury shares 
 

5,46 0,23 
 

Net cash (debt) 
 

1,99 0,08 
 

Other 
 

0,00 0,00 
 

Total 
 

31,18 1,30 
 

Share number 
 

24.04 current price Discount 

NAV per share (ordinary) 
 

1.30 1.00 23.1% 

Source: Company data, UBI Banca estimates 
 

  
 It is important to underline that the valuation method adopted in our NAV 

calculation values all listed investments at market value, including Mid Industry 
Capital, which is still trading at 29% below its book value at year-end 2013, 
despite the important capital gains already realized in 2014. Assuming a NAV 
based on the book value of Mid Capital Industry at year-end 2013 (this 
methodology is utilized by First Capital when disclosing its NAV) our NAV would 
increase by EUR0.13 per share to EUR1.42 per share (+10%), thus implying that 
the current market price is at a discount of 30% to NAV. In addition, the 
potential distribution of a dividend of EUR6.0 per share from Mid industry 
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Capital (EUR5.7 million cash in for First Capital), would decrease the weight of 
this asset on First Capital’s portfolio, thus lowering the overall investment risk, 
while also reducing the gap between book value and market valuation.   

  
  

Figure 13 – Average discount of investment companies  
At the end of 2013 the average discount to NAV reached 3.4%, the lowest level since 
1970. This compares to the over 23% discount to NAV of First Capital. 
 

 

Source:This is money 
 

  
  

 
  

Figure 14 – First Capital’s NAV vs. FTSE all share and FTSE small cap indexes 
First Capital’s NAV appears to strongly outperform the Italian stock indexes (>14% vs. 
FTSE all share and >32% vs. FTSE small cap). 
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Source: Company data, UBI Banca estimates 
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Income Statement     

(EURm) 2013 2014E 2015E 2016E 

Dividends 0,33 0,36 0,38 0,41 

Other financial income 0,32 0,33 0,35 0,37 

Trading profit/(loss) 1,69 2,17 2,28 2,40 

Total income  2,34 2,87 3,02 3,17 

D&A -0,15 -0,15 -0,15 -0,15 

Operating (cost)/income -0,97 -0,99 -1,02 -1,05 

Pre-tax profit 1,23 1,72 1,84 1,96 

Taxes -0,06 -0,34 -0,37 -0,39 

Net profit 1,17 1,38 1,47 1,57 

Source: Company data, UBI Banca estimates 

 
 
 

Balance Sheet     

(EURm) 2013 2014E 2015E 2016E 

Net Working Capital 0,10 0,10 0,10 0,10 

Net Fixed Assets 0,24 0,23 0,21 0,20 

Net Financial Assets 16,70 22,28 22,28 22,28 

M/L term funds 0,01 0,01 0,01 0,02 

Capital employied 17,05 22,62 22,61 22,60 

Shareholders' Equity 24,29 24,99 25,64 26,18 

Minorities 0,00 0,00 0,00 0,00 

Shareholders' Fund 24,29 24,99 25,64 26,18 

Net Financial Position (Cash) -7,24 -2,37 -3,03 -3,57 

Source: Company data, UBI Banca estimates 

 
 
 

Cash Flow Statement     

(EURm) 2013 2014E 2015E 2016E 

NFP Beginning of Period -5,78 -7,24 -2,37 -3,03 

Group Net Profit 1,17 1,38 1,47 1,57 

Minorities 0,00 0,00 0,00 0,00 

D&A 0,15 0,15 0,15 0,15 

Change in Funds & TFR 0,00 0,00 0,00 0,00 

Gross Cash Flow 1,32 1,53 1,62 1,72 

Change In Working Capital 0,00 0,00 0,00 0,00 

Other 0,14 -0,14 -0,14 -0,14 

Operating Cash Flow 1,46 1,39 1,48 1,58 

Net Capex 0,00 0,00 0,00 0,00 

Other Investments 0,00 -5,58 0,00 0,00 

Free Cash Flow 1,46 -4,19 1,48 1,58 

Dividends Paid 0,00 -0,68 -0,83 -1,03 

Other & Chg in Consolid. Area 0,00 0,00 0,00 0,00 

Chg in Net Worth & Capital Incr. 0,00 0,00 0,00 0,00 

Change in NFP 1,46 -4,87 0,66 0,55 

NFP End of Period -7,24 -2,37 -3,03 -3,57 

Source: Company data, UBI Banca estimates 
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Financial Ratios     

(%) 2013 2014E 2015E 2016E 

Debt/Equity -0,30 -0,09 -0,12 -0,14 

Cost/Income 55,0% 34,7% 33,9% 33,3% 

ROI 7,2% 7,6% 8,1% 8,7% 

ROE 4,8% 5,5% 5,7% 6,0% 

Source: Company data, UBI Banca estimates 

 
 
 

Per Share Data     

(EUR) 2013 2014E 2015E 2016E 

EPS 0,05 0,06 0,06 0,07 

DPS 0,03 0,03 0,04 0,05 

Op. CFPS 0,06 0,06 0,06 0,07 

BVPS 1,05 1,04 1,07 1,09 

Source: Company data, UBI Banca estimates 

 
 
 

Stock Market Ratios     

(x) 2013 2014E 2015E 2016E 

P/E 13,8 17,4 16,2 15,2 

P/BV 0,66 0,96 0,93 0,91 

Dividend Yield (%) 4,2% 3,5% 4,3% 4,9% 

Source: Company data, UBI Banca estimates 
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