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∎ Paragon generated between January and September 2012 revenues of EUR 

54.5 million, value which is 6.9% more than compared to that of one year 

before. Unlike the first half of the year, when a double-digit revenue growth 

was recorded, revenue in Q3/12 has been negatively impacted by seasonal 

factory closures of the main customers. The development of revenues 

remained in line with the management expectations, which estimates a 

single-digit growth for the full year 2012. 

∎ Due to investments in new products and staff that have the task to ensure 

competitiveness, the operating profit declined in the 9M/12 by 1.8% to EUR 

7.3 million. Since the financial result was higher than that of previous year 

(EUR 746 thousand yoy. EUR 952 thousand), net earnings slightly increased 

by 0.7% to EUR 4.7 million. 

∎ Despite a slightly higher year over year net income, the operating cash flow 

in the 9M/11 that amounted to EUR 11.1 million, decreased to EUR 4.5 

million The reason was an increase in receivables and other assets by EUR 

2.9 million (9M/11: decrease of EUR 3.3 million). The cash outflow from 

investing activities was opposed to that of the previous year (EUR 4.3 

million. against EUR 1.7 million in the 9M/11)., which was due to higher 

investments in production, development projects and IT, for example. 

Although the cash flow from financing activities improved (EUR -1.4 

million. vs. EUR -4.6 million in the 9M/11), paragon´s cash position of EUR 

15.3 million decreased at the beginning of the year to EUR 14.1 million. At 

the end of September 2012 the equity ratio of the company was at 32.7% 

and the net gearing at 11.9%. 

∎ In response to the 9M figures, we have slightly lowered our revenue estimate 

for FY 2012, however leaving the target price of EUR 20.48 unchanged. 

With an upside potential of 149.4%, the paragon share currently remains, in 

our view, a clear buy. 
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1 Company profile 

Paragon AG was founded in 1988 as an electronics manufacturer. The company's headquarter is located 
in Delbrück in North Rhine-Westphalia. Production is located in Suhl (Thuringia), St. Georgen (Baden-
Württemberg) and Nuremberg (Bavaria). 

1.1. Products and market share 

Founded as a contract manufacturer of electronics, paragon has become a pure Tier-1 automotive 
supplier. The focus relies on car electronics for the cars´ interior, more precisely on products that 
enhance health, comfort, communication, and since 2011, the company introduced a new dimension, 
efficiency. The product catalog includes more than 170 products p.a. with a capacity of 18 million units 
yearly produced. Paragon AG currently owns 250 patents. 

 
Source: Company resources, Dr. Kalliwoda Research GmbH 

Many products of paragon AG have unique features, such as the Allgang-sensor, which can at the very 
beginning of a gear shift recognise the gear that will be choosen. The sensor provides smoother and 
faster shifting at the same time and for the vehicle manufacturer there are economic benefits as well, 
because a separate reverse gear sensor is no longer required. 

1.2. Customers 

paragon´s customers include major international automotive manufacturers. Paragon has long lasting 
customer relationships with these agencies. paragon products are demanded by 23 customers for 172 
vehicle models. The three largest customers account for approximately 30%, 20% and 11%, of revenue. 
Audi, Volkswagen, Daimler, BMW and Porsche conditionally account approximately 60% of sales (as 
of March 2012). The biggest customer is by far the Volkswagen group, with whom there is a 
particularly long and strong customer relationship. There is a risk associated with the concentration of a 
large part of sales. 
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2. SWOT-analysis 

 Strengths 
 

Weaknesses 
 

 • Combination of innovation and integration 
ability to integrate due to enterprise-wide 

culture of innovation with a focus in 

developing new products with regard to the 

needs of passengers to health, comfort, 

communication and efficiency while 

complying with the product integration into the 

overall system for the automobile 

manufacturer; therefore first-mover advantage 

and strong market success rate; 175 products, 

250 patents 

• Products with unique features in niche 
markets with high volumes in automated 

production, resulting in high margins; 

characteristic: strong market position in several 

areas, 18 million units produced 

• Direct supplier with many years of loyalty, 

therefore possessing knowledge about what a 

customer desires; barriers to market entry 

 

•  High commercial risk by strong sales focus on three 

German automobile producer in the premium range, 

tempered by long-term customer relationships, contracts 

about model series, and the relatively small dependence 

of the premium manufacturer of high-volume market 

•  Low bargaining power with customers as weak sales 

provider in the a numerous competitors environment, 

mitigated by the relatively higher payment willingness 

of end-users of premium customers 

•  Strong competitive pressure to innovate is high, as 

more than half of the key innovations occur in in 

electronics 

 

 Opportunities 
 

Threats 
 

 
•  Growth in the product line Media Interfaces through 

the wide spread of smartphones; interfaces that flexibly 

respond to short development cycles of consumer 

electronics, without straining the requirements of the 

use in the car. e.g. cTabletDockingStation 

•  Increasing use of paragon products in the compact 

and mid-range through new technologies and efficient 

production with a high degree of automation as air 

quality; therefore economies of scale 

•  Growth and diversification of the e-mobility by 

increasing its client base to smaller vehicles in in-house 

and urban areas, where applications for electric mobility 

are already in use  

•   The reduction of product-specific integration costs 
for the customer through the development of 

applications to support the vehicle installation can be a 

significant competitive advantage. 

 
•  Products do not develop their potential and the 

produced quantities cannot cover the costs. paragon 

tries to avoid this by an intensive dialogue with the car 

manufacturers. 

•  An unexpected slump in the automobile industry 

leads to liquidity problems at paragon 

•  Competitors displace paragon from important sales 

market niche 
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3. Valuation 

We valued paragon using our DCF model, which gives a 12-month target price of EUR 20.48. At the 
current market level, this represents an upside of 149.4%. 

 
DCF-Modell 
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Source: Dr. Kalliwoda Research GmbH 

 
 

4. 9M/12-results 

Turnover 
In the first nine months of the fiscal year 2012, paragon generated revenues of EUR 54.5 million, which 
is 6.9% more than last year´s. After the double-digit sales growth in H1/12, which is the result of strong 
sales of German automobile producers in particular in the U.S. and Asia, the development of revenue 
weakened in Q3/12. This was due to seasonal factory closures of paragon´s main customers in the 
summer months. 
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9M/12 as compared to previous year 

 

Source: Company report, Dr. Kalliwoda Research GmbH 

 
 

 

Profitability 

Turnover share in 9M/12 vs. 9M/11 

 

Source: Company, Dr. Kalliwoda Research GmbH 

 

.Despite a solid sales growth, EBIT margin was slightly below the previous year (13.5% yoy. 9M/11 
14.6%). The reasons for this were a higher cost of sales and a larger portion of personnel costs. Due to 
lower interest expenses, the net result was better than the EBIT and rose year on year by 0.7% to EUR 
4.7 million. 
 
 

Balance Sheet and Cashflow 
 
As of 30 September 2012, the equity worth EUR 14.5 million and was the largest balance sheet item. 
This was followed by cash in the amount of EUR 14.1 million and property, plant and equipment of 
EUR 13.3 million. The interest-bearing debt amounted to a total of EUR 15.9 million, of which EUR 14 
million were long-term. At the end of Q3/12, paragon´s net liabilities amounted to EUR 1.7 million and 
had a net gearing of 11.9%. 
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Despite a slight improvement in net income, there was a decrease in operating cash flow from EUR 11.1 
million to EUR 4.5 million The reason was an increase in receivables and other assets amounting to 
EUR 2.9 million (9M/11: reduction of EUR 3.3 million). Due to investment in the assurance of future, 
for example, in securing new patents, production and IT infrastructure, cash flow from investing 
activities rose from EUR 1.7 million in the previous year to EUR 4.3 million. Together with cash flow 
from financing activities, which has improved about EUR -1, 4 million as compared to last year, this led 
to a decrease in cash and cash equivalents as compared to January 2012 (from EUR 1.2 million). 
 

5. Outlook 

We maintain our optimistic view on the paragon share. The business of the largest single customer of 
the company, especially the VW group, runs very good. Moreover, the robust car sales in the U.S. and 
Asia balances the less powerful car sales in Western Europe, which is caused by the sovereign debt 
crisis. 
 
In the recent quarters, paragon invested heavily in manufacturing, IT and new products, for example, a 
new chassis sensor, lithium-ion battery systems with different power plants and storage facilities as well 
as a cTabletDockingStation for fleet customers to integrate a tablet computer. In addition, the financing 
structure of the company remains solid (equity ratio 32.7%; 88.5%-share of long-term debt). In our 
opinion, paragon is therefore well placed in the future. 
 
According to the 9M figures we adjusted our sales estimates from EUR 72.3 million (+7.8% as 
compared to the previous year) to EUR 69.4 million (+3.5%). The reason for this is the management´s 
opinion, after which most of paragon´s customers will make in 2012/13 distinct works holidays as they 
did in the summer months. Starting with FY 2013, we anticipate an improvement in the results. 
Particularly, we expect growth impulses driven by an economic recovery in Europe and strong car sales 
in China. 
 
 
 

 
Our estimates 2012E-14E 

 
Source: Dr. Kalliwoda Research GmbH 
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Sales estimates according to divisions 2012E-14E 

 
Source: Dr. Kalliwoda Research GmbH 

 

6. Share and shareholder structure 
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Shareholder 

7. Income statement 
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8. Balance sheet 
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9. Cash flow statement 

 

10. Financial ratios 

 
 

Source: Company, Dr. Kalliwoda Research GmbH 
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Disclaimer  
 
 

 
   

 

BUY: Based on our analysis, we expect the stock to appreciate and produce a total 
return of at least 10% over the next twelve months 

ACCUMULATE: Based on our analysis, we expect the stock to appreciate and produce a total 
return between 5%- 10% over the next twelve months 

HOLD: Based on our analysis, we expect the stock to produce a total return  between 
-5% and +5% over the next twelve months 

REDUCE: Based on our analysis, we expect the stock to cause a negative return between -
5% and -10% over the next twelve months 

SELL: Based on our analysis, we expect the stock to cause a negative return exceeding -
10% over the next twelve months and should be sold 

 
 
Additional Disclosure 
  
DR.KALLIWODA │RESEARCH GmbH made this analysis on the basis of publicly available sources 
deemed reliable. We work as reliable as possible. But we cannot take warranty of the balance, precision, 
accuracy and completeness of the information and opinions. 
 
This study does not replace personal advice. This study is not a solicitation to buy or sell any investment 
instruments discussed in this study. Therefore DR.KALLIWODA │ RESEARCH GmbH advises to consult 
your bank or financial advisor before any investment-disposition. 
 
In the UK this study is to be distributed only to persons who are described in Section 11 (3) of the 
Financial Services Act 1986 (Investment Advertisements) (Exemptions) Order 1996 (as amended). This 
study may not be distributed and forwarded directly or indirectly to any other class of persons. The 
distribution of this document in other international jurisdictions may be restricted by law and persons 
who possess this study should inform themselves of any existing restrictions and comply with them. 
 
DR.KALLIWODA │ RESEARCH GmbH and its employees may hold positions in any securities mentioned 
in this document or in related investments and may rise or sell these securities or related investments. 
 
Possible conflicts of interest 
 
Neither DR.KALLIWODA │ RESEARCH GmbH nor any company affiliated to DR.KALLIWODA │ 
RESEARCH GmbH 
 
a) holds securities that are the subject of this study, in a proportion of 1% or more of the share capital; 
b) was involved in issuing securities that are the subject of this study; 
c) holds a net selling position in the shares of the analyzed company of at least 1% of the share capital; 
d) have been in charge of the analysed securities on the stock exchange or the market based on a 
contract with the issuer. 
 
Only between Beta Systems Software AG and DR.KALLIWODA │ RESEARCH GmbH exists a contractual 
relationship for the preparation of research studies. By accepting this document accepts the reader / 
recipient, the obligations in these disclaimers. 
 
By accepting this document the reader / recipient agrees with the obligations mentioned in this 
disclaimer.
The information and opinions in this analysis were prepared by DR. KALLIWODA | RESEARCH GmbH. 
The information herein is believed by DR. KALLIWODA | RESEARCH GmbH to be reliable and has been 
obtained from public sources believed to be reliable.  
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With the exception of information about DR.  
KALLIWODA | RESEARCH GmbH, DR. KALLIWODA | RESEARCH GmbH makes no representation as to 

the accuracy or completeness of such information. 

Opinions, estimates and projections in this report constitute the current judgement of the author as of 

the date of this analysis. They do not necessarily reflect the opinions, projection, forecast or estimate set 

forth herein, changes or subsequently becomes inaccurate, except if research on the subject company is 

withdrawn. Prices and availability of financial instruments also are subject to change without notice. 

This report is provided for informational purposes only. It is not to be construed as an offer to buy or sell 

or a solicitation of an offer to buy or sell any financial instruments or to participate in any particular 

trading strategy in any jurisdiction. The financial instruments discussed in this report may not be 

suitable for all investors and investors must make their own investment decision using their own 

independent advisors as they believe necessary and based upon their specific financial situations and 

investment objectives. If a financial instrument is denominated in a currency other than an investor´s 

currency, a change in exchange rates may adversely affect the price or value of, or the income derived 

from, the financial instrument, and such investor effectively assumes currency risk. In addition, income 

from an investment may fluctuate and the price or value of financial instruments described in this 

report, either directly or indirectly, may rise or fall. Furthermore, past performance is not necessarily 

indicative of future results. 

This report may not be reproduced, distributed or published by any person for any purpose without DR. 

KALLIWODA | RESEARCH GmbH´s prior written consent. Please cite source when quoting. 
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