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Polyplank’s Wood Composites Look Like Wood, but Require 

Almost No Maintenance and Have a 30+ Year Useful Life.  
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Construction.  Company is Scaling Operations Quickly. 

Strong 

Speculative 

Buy 
 

   

 

   

Recent Price: SEK 8.00 / US$1.24  Summary and Investment Opportunity 

 Nordic Consumers Prefer Wood, Despite High Maintenance and Short Useful Life 

Long, harsh winters and short summers make new construction and maintenance a real 

challenge in the Nordic region, especially in regards to wooden structures such as beach planks, 

sheds, decks, fences, noise barriers, and other such constructions.  Despite this, Nordic 

consumers prefer wood for both internal and external use, requiring property managers to bear 

high maintenance costs and short replacement cycles.  While plastics can be used in lieu of 

wood, Nordic consumers consider them unsightly and consistently choose wood instead. 

 Polyplank’s Wood-Plastic Composites Provide Cost-Effective Wood Alternative 

Polyplank has invested almost SEK 120 million in the development of its proprietary wood-

alternative technologies, and after many years of growing revenues and improving technology 

is now ready to scale operations.  The Company’s products look and feel like wood, yet boast a 

useful life of 30 or more years, during which time they require almost no maintenance and retain 

a nearly “brand new” appearance.  Furthermore, much of the on-site construction work 

traditionally performed by carpenters is unnecessary with pre-fabricated Polyplank products, 

making their initial cost almost equivalent to that of wood-based solutions, and giving them far 

lower total cost of ownership over the life of each construction.  These characteristics make the 

Company’s products extremely attractive especially in the Nordic region, where harsh weather 

conditions cause wood to quickly decay and disintegrate. 

 We Expect Improving Margins, Rapidly Growing Sales, and Synergistic Acquisitions 

Polyplank is currently raising additional capital that will immediately have beneficial effects on 

its financial results, by enabling more efficient manufacturing processes and strong revenue 

growth.  Furthermore, the Company has identified several acquisition candidates that currently 

offer complementary products and an attractive, pre-existing base of potential customers in 

different markets such as Norway.  If and when the Company completes an acquisition, which 

we believe could occur as soon as the first half of calendar 2013, it should lead to immediate 

revenue growth, capacity utilization improvement, and strong cross-selling opportunities. 

 Polyplank Has Turned the Corner, Although It’s Valuation Has Yet to Reflect It 

POLY finished out 2012 with 35.7% year-over-year growth in Q4 (sales of 9.6M SEK), and is 

likely to maintain at least a 25% CAGR organically for several years to come.  It serves a very 

large Nordic market that is at present largely unpenetrated by wood-alternative products such as 

the Company’s.  Given that the more mature Trex Corp. (TREX – NYSE) trades at 2.2x 

consensus 2014 sales, we believe POLY deserves an enterprise value (EV) multiple of at least 

2.25x our 2014E sales of 46.3 SEK.  We are therefore initiating coverage of POLY with a 

Strong Speculative Buy rating, and a 12-month price target of 23.47 SEK (US$3.62). 

Market Data (closing prices, March 6, 2013) 

Value of US$1.00 in Krona (SEK) 6.47 

 

Market Capitalization  (SEK, mln) 25.6 
Enterprise Value (SEK, mln) 51.7 
Fully Diluted Shares (mln) 3,201 

Avg. Volume (90 day, approx.) No Data 

Insider Ownership 86% 
Exchange AktieTorget 

  

Balance Sheet Data (In SEK, as of Dec. 31, 2012) 

Shareholders’ Equity (mln SEK) 5.3 

Price/Book Value (as of 03/14/13) 4.8x 

Cash (SEK, 000s) 128 

Net Working Capital (SEK, 000s) (2,802) 

Long-Term Debt (SEK, 000s) 3,311 

Total Debt to Equity Capital 3.98x 

Company Overview 

Polyplank AB uses recycled plastics and 
organic fibers in the manufacture of wood-
like products for fencing, siding, and many 
other applications.  Although the 
Company’s products look like wood, they 
are highly resistant to weathering and rot, 
and require almost no ongoing maintenance 
and upkeep.  Because of the highly 
customizable nature of the Company's 
finished goods, its customers find that they 
experience far lower construction and 
customization costs than those they incur 
with wood-based designs. 
 
Polyplank AB trades on Sweden’s 
AktieTorget under the symbol POLY.  For 
more information on Polyplank’s shares, 
visit AktieTorget at: www.aktietorget.se. 

Company Contact Information   

Company Contact: 

Kenth Danielsson 
Polyplank AB 

Storgatan 123, SE-386 35 

Färjestaden, Sweden 

Kenth.danielsson@polyplank.se 
www.polyplank.se 
Telephone: +46 485-66 4480 

 

 

http://www.polyplank.se/
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Industry Overview 
 
Wood-Plastic Composite Materials – Manufacture and Use 
Wood-plastic composites (WPCs) are wood alternatives comprised of some type of organic or inorganic fiber and 

one or more thermoplastics, such as polythene, polyethylene, or polyvinyl (PVC).  Their manufacture is 

accomplished when these ingredients are typically combined with a binding agent, which almost completely 

integrates the material on a microscopic level (note: Polyplank’s technology does not require binding agents).  

This material is typically extruded into various useful forms such as boards and other structural components, and 

may or may not be made to appear wood-like.  These materials were first introduced into the market for outdoor 

decks in the mid-1990s, and have been slowly gaining market acceptance in North America and overseas since 

that time.  The largest manufacturer of these materials in North America is the Trex Company (TREX – NYSE), 

which reported 2011 net sales of over US$265 million and has a current total enterprise value of approximately 

US$858 million, or 2.79x trailing revenues.  Although not a pure-play on wood-plastic composites (WPCs), 

another significant provider of WPCs is Michigan-based Universal Forest Products (UFPI – NasdaqGS), which 

has a total enterprise value of US$922 million. 

 

WPCs are highly resistant to weathering, but suffer some strength and flexibility disadvantages when compared 

with traditional hardwoods.  Their increasing popularity for outdoor use is widely attributed to their resistance to 

rot and water damage, and to their ever-improving ability to emulate the natural wood products they often replace.  

Because they are reusable and can be recycled relatively easily, and because they themselves are often comprised 

of recycled industrial and consumer waste products, they are considered to be carbon-neutral and thus less 

damaging to the environment than wood products are (due to the felling of trees that produce them).  The 

European Community in general and the Nordic region in particular are more sensitive to environmental issues 

than is North America, and in some cases they are less price-sensitive in regards to products that offer clear 

environmental advantages over less expensive but otherwise equivalent alternatives.  According to the Swedish 

Wood Preservation Association, the Nordic market for pressure-treated wood alone is worth over SEK 7.6 billion 

(approx. US$1.3 billion), a material that for which Polyplank's materials can often substituted in applications such 

as separators, balcony railings, and fences.  Due to the superior durability and lower concomitant maintenance 

costs of WPCs like Polyplank’s, we believe that they are an economically-viable alternative to traditional wood 

products for a wide range of outdoor applications, especially in remote, less serviceable locations or in climates 

that are particularly damaging to wood. 

  

The Nordic Region 
The Nordic region, which is often (incorrectly) referred to by Americans as Scandinavia, is comprised of five 

major countries: Sweden, Norway, Finland, Denmark, and Iceland.  Their combined population is approximately 

25 million, and with a GDP per capita of US$41,205, they constitute one of the wealthiest regions of the world.  

Politically, the countries of this region have tended to be highly socialist, although they have more recently 

become less so.  These nations relatively healthy economies; their population self-reports being happier than any 

other in the world. 

 

Polyplank’s current market consists of the nation of Sweden, which has a population of 9.5 million and a nominal 

GDP per capita of US$56,956, making it extremely wealthy by any standard.  A large portion of the Swedish 

economy is comprised of the public sector, and as one would expect Swedish housing constitutes a large 

component of what Americans refer to as “public housing” which is known as housing tenures in Sweden. 
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Current Distribution of Housing by Category, Sweden 
 

 

Due to the economic history of Sweden, a large percentage of housing in Sweden was constructed in the 1970s 

and 1980s.  The buildings constructed during this housing boom are now aging significantly, requiring significant 

repairs, upkeep, and in many cases, large-scale refurbishment.  This fact creates strong demand for residential 

construction materials and services that is likely to persist into the foreseeable future. 

 

Current Urban, Sub-urban, and Rural Housing Construction History 
 

Source: Potentials for WPC based products in Sweden, by Pontus Cerin, Ph.D. 

 

Market Structure 
Almost one-half of all Swedish residences are owned and managed by municipally-owned real estate companies; 

almost 20% more are members of “housing cooperatives” that make decisions on the community level.  

Additionally, a large portion of the non-residential market is run by various national or local government agencies, 

in industries such as power, transportation, and waste removal. 

 

Polyplank shifted its business model several years ago to focus directly on sales to the municipally-owned real 

estate companies, some of which are highly profitable and all of which tend to be forward-thinking, well-funded 

companies that take a long-term view in their planning and purchase decisions.  Due to the aged state of much of 
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the country’s housing infrastructure, these companies spend a great deal on facility repair, refurbishment, and 

improvement activities.  Given their long-term view, products that offer a low total cost of ownership and high 

quality and durability are especially appealing to this group. 
 

Conclusion 
The Nordic region is economically-strong, environmentally-conscious, and has high demand for outdoor 

construction, much of which is done with wood.  Based on Europe’s environmental protection and improvement 

initiatives, and based on the dynamics and size of the Nordic construction market, we believe that this region 

represents an excellent market for providers of high-quality, environmentally-friendly wood alternatives, such as 

the wood plastic composites made by Polyplank.  While there is some competition in the WPC market at this 

time, we believe the real competition WPC faces is from traditional lumber and wood, which is at an increasingly 

distinct disadvantage to WPC.  We believe that this directly equates to an exceptional market for Polyplank, as 

its long operating history and product quality put it in a good growth position for many years to come. 
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Company Analysis 
Company Description 
Sweden-based Polyplank AB has developed an economically-viable process by which they combine recycled 

plastics and organic fibers (such as industrial wood waste) to make a material that looks like wood but has several 

advantages over it, such as superior durability, far less required maintenance, and lower installation and 

construction-related labor costs.  The Company’s products (raw and finished goods) are used in both indoor and 

outdoor construction, specifically in fencing and sound barriers, walkway and deck planks, sheds and other simple 

outdoor structures, public restroom buildings, and in many other constructions that traditionally are traditionally 

built with wood.  The Company currently sells its products primarily in Sweden to the municipally-owned real 

estate companies, and is actively seeking one or more acquisitions that will allow it to improve capacity utilization 

and expand revenues through cross-selling to the acquired base(s) of customers, potentially in other Nordic 

countries such as Norway.  We believe the Company’s strategic growth plan is sound, and is likely to result in 

strong revenue growth and a crossover into operating profitability within the next few quarters.  The markets in 

which the Company operates are sufficiently large to allow it to maintain very high growth rates for at least the 

next five to ten years without encountering revenue growth deceleration due to market saturation issues. 

 

The Company trades on the AktieTorget under the symbol POLY, and is based in Färjestaden, Sweden. 

 

 

  
Polyplank Granules and Finished Product Components 

Product 
Polyplank was founded in 1994 and has invested approximately 120M SEK in its proprietary wood plastic 

composite (WPC) manufacturing process.  This process allows Polyplank to combine recycled thermoplastics and 

industrial wood-dust waste (or various other organic fibers) to create a material that appears almost identical to 

genuine wood, yet lasts far longer and requires almost no maintenance.  The material’s superior durability is of 

special importance for outdoor construction, where normal weathering degrades the appearance and utility of 

wood in just a few years.  Although this is important globally, it is even more important in the Nordic markets, 

where weather conditions are harsher than usual and outdoor construction work is very difficult for approximately 

one-half of the year. 

 

In addition to manufacturing a material that is clearly superior to wood in nearly all respects, the Company uses 

this material to manufacture finished goods that can be installed without requiring a high degree of on-site labor.  

This advantage makes the initial cost of its products nearly price competitive with that of wood-based alternatives, 

which require a high degree of carpentry and painting upon installation.  Since Polyplank’s materials also require 

almost no maintenance for at least 25 years, they offer customers a far lower total cost of ownership than that 

offered by wood-based products.  Note that Polyplank offers a 25-year guarantee on all of its products. 
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Product Implementation Types 

Polyplank manufactures its wood-composite materials for a variety of indoor and outdoor uses and currently sells 

mostly to municipally-owned real estate companies in Sweden, including the Swedish Transport Administration.   
 

Polyplank’s specific product areas include the following: 

 

 Sheds and recycling materials sorting houses 

 Fencing 

 Systems for noise reduction 

 Planking for walkways, swimming pool areas, and decks 

 Paneling for indoor and outdoor applications 

 Bicycle sheds, gazebos, and other recreational structures 

 Core Plugs (used by paper manufacturers as the center core for paper rolls) 

 

Selected Images of Polyplank Products in Use 
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Because of the nature of the Swedish market and economy, most of Polyplank’s current customers are in the 

private sector, to which they sell directly.  This strategy helps the Company maintain solid gross margins while 

simultaneously remaining price-competitive.  Note that other Nordic markets and economies are structured 

differently, so in those countries (such as Norway) the Company would probably adopt a “Home Depot” like 

retail distribution strategy.  Whether or not they can do this successfully while maintaining acceptable pricing and 

margin levels remains to be seen. 

 

Recycling Subsidiary 

Although not a major contributor of sales revenues, the Company’s wholly-owned subsidiary OFK helps many 

plastics recyclers with waste scrap.  Since thermoplastics are a major materials input for the company, it of course 

behooves them to maintain strong relationships with the recyclers in terms of their waste scrap.  Note that the 

Company does not believe that the supply of either thermoplastics or wood/fiber for its manufacturing process 

represent any future risk. 

 

Key Product Value Propositions 
Polyplank operates in a country that is both cost-sensitive and environmentally friendly; both of these factors 

contribute strongly to the Company’s core value propositions and the strong demand for its products. 

 

Total Cost of Ownership 

In terms of its business success and growth, the superior total cost of ownership offered by Polyplank’s products 

is perhaps the most important of the Company’s strategic advantages.  Polyplank’s current customers are 

primarily municipally-owned real estate companies in Sweden, which are responsible for construction, 

improvement, and upkeep of a large portion of the nation’s housing sector.  In the aggregate, this represents an 

annual market of over US$1 billion. 

 

Specifically, the Company’s customers experience a lower total cost of ownership because of a combination of 

the following factors: 

 

 Near-Zero Ongoing Maintenance.  Due to the harsh climatic conditions in Sweden, outdoor wood 

construction is very difficult to maintain; when maintenance is not carried out according to schedule (a 

frequent occurrence in practice) wood quick rots, becoming unsightly and requiring outright replacement.  

Construction done with the Company’s wood-plastic composites, on the other hand, ensures that structures 

and fixtures will have a useful life of 25-30 years or more, with only one round of required maintenance at 15 

years after installation.  The Company’s customers view this as both a cost savings and as an insurance policy 
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against future maintenance underperformance, which we view as a compelling reason for them to choose 

Polyplank. 

 

 Lower Construction Costs.  Wood installations in Sweden require the completion of several process steps, 

each of which must be performed by a professional laborer, such as a painter or (more frequently) a carpenter.  

First of all, traditional wood is typically delivered to the worksite in raw form, requiring a woodworking 

professional to cut and shape the wood.  Secondly, the initial treatment regimen required by wood is multi-

step, and includes treatment with oil, primer, paint, and “weatherguard” varnish.  Each of these steps requires 

time and is subject to quality shortfalls.  Polyplank’s materials, on the other hand, arrive pre-fabricated and 

pre-finished from the factory, making install a much simpler and less expensive process than that required by 

wood.  Although Polyplank’s materials cost significantly more than wood, when considered in combination 

with labor costs, even the initial installation costs almost the same as wood. 

 

Quality and Appearance over Time 

Polyplank’s products are, by and large, immune to the weathering that affects traditional wood construction.  This 

means that five, ten, or even fifteen years after installation, they remain attractive, helping aging structures better 

hold their value.  This is a quality that is highly esteemed by property owners, which in turn makes it valuable to 

the real estate construction and maintenance companies that serve them. 

 
Environmental Benefits 

The Company’s products are made entirely from industrial and residential waste products, namely wood and fiber 

waste and recycled plastics.  This gives them a negligible environmental and carbon footprint.  This also means 

that refuse that would otherwise be placed into a landfill is instead put to valuable use as a construction material.  

Although this is important in continental Europe and even in the United States, it is especially important in the 

environmentally-conscious Nordic markets. 

 
Key Value Propositions, Summary 

Due to all of these factors, we believe that Polyplank’s offering have had and will continue to have great appeal 

in the markets in which they either operate or plan to operate.  In our opinion, the Company faces very low 

operational and market-acceptance risks, and needs only additional capital and perhaps a strategic acquisition to 

put it solidly on the road to strong growth and profitability. 

 
Strategic Growth Plan 
While not yet profitable, Polyplank has taken many of the necessary steps to deliver consistent revenue and 

profitability growth over the coming quarters and years.  Its current strategic plan is to complete a round of 

significant financing in the spring of 2013, an endeavor at which we believe it will be successful.  Once it has 

raised the desired capital, the Company plans to put it to work in the following manner. 

 

 Improve Capacity Utilization.  The Company is currently running its manufacturing facility at 

approximately 20% of capacity, largely due to previous and current undercapitalization.  This has the effect 

of lowering gross margins substantially, which we believe will improve significantly from their current level 

of 55% to a projected level of 60% once the Company is adequately capitalized. 

 

 One or More Strategic Acquisitions.  Although Polyplank currently serves only the Swedish market, it 

plans to enter the Norwegian market sometime in the first half of 2013, mostly likely through acquisition.  

Management tells us that they have identified and received positive initial indications of interest from several 

companies that operate in Norway, and these companies have commentary product offerings that would 

immediately allow a newly-combined entity to sell its full range of products to a much larger existing 

customer base.  If and when announced, we would applaud any such acquisition, as it would immediately 

accelerate what we believe will already be record revenues in CY2013.  Furthermore, it should ameliorate the 

Company’s current problem of low capacity utilization, and could lead to immediate profitability in addition 

to very strong revenue growth. 
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 Expanded Sales and Marketing Investment.  Polyplank’s 2012 revenues of 29.6M SEK could have been 

much higher, we believe, if the Company had been able to invest more resources in sales and marketing 

activities.  With an estimated total annual addressable market of over US$1 billion in Sweden alone, and 

given its solid customer base, we believe the opportunity for strong revenue growth is for all intents and 

purposes nearly infinite.  Although surely not due to only one factor, we believe that undercapitalization has 

been the single most important factor limiting strong revenue growth over the past one to two years.  This 

should be mostly rectified once the Company has secures the funds it seeks. 

 

In addition to and in conjunction with its planned financing, Polyplank has planned a systematic approach to 

entering other Nordic markets, followed by some of the key markets of continental Europe.  As previously 

mentioned, the Company plans to enter the Norwegian markets in early 2013, probably by acquisition.  As 2013 

progresses into the second half, the Company plans to direct its expanded sales and marketing resources towards 

Denmark, and then towards Germany.  These nations can clearly benefit from materials and products 

manufactured by Polyplank, and we expect them to achieve significant market penetration in these nations, based 

of course on the degree to which they conduct sales and marketing and/or acquisition activity in them.  The 

German market in particular could be very important to the Company in 2014 and beyond, as the German 

population and economy represent over 2x that of the entire Nordic region.  Note that since no acquisition can be 

predicted with reasonable certainty, our models reflect only expected organic growth at this time. 

 

The Company has a well thought-out and actionable strategic plan that, in our view, makes good sense.  They 

have perfected their manufacturing process and proven over a period of years that they can deliver a high-quality 

product that the market needs and demands, at price points that it find acceptable.  They are seeking and should 

get substantial additional funding, and with this funding they will be able to expand gross margins, expand into 

other markets either organically or through acquisition, and perhaps even become profitable, all in 2013.  If the 

Company is successful in executing this plan this year, as we believe it likely will be, then 2014 and 2015 should 

be characterized by very high growth in revenues and expanding profitability – factors that are likely to be 

rewarded by the equity markets in the form of (relatively) high sales and earnings multiples. 

 
Leadership Team - Board of Directors 
Leif Jilkén – Born in 1947. Chairman of the Board since 2009, member since 1994. One of the founders of 

Polyplank. Ph.D. in solid mechanics. Previously employed at Linnaeus University. Investor in a numerous 

development companies, co-owner of Stångåkonsult Kalmar HB.  

 

Mattias Lindahl – Born in 1971. Board member since 2008. Associate Professor of Mechanical Engineering at 

Linköping University with a focus on environmentally driven product development. Internationally recognized 

researcher in the field of Ecodesign and Product Service Systems (PSS). Extensive experience in research 

collaboration with a focus on small and medium enterprises.  

 

 

Bengt Nilsson – Born 1951. Board member since 1999. Former CFO in the Ljungdahl Group, the former CEO 

of Tvärskogs Trä AB (Rörvik Timber) and Unionskapital AB. CEO of Fröseke AB. 

Senior Management 
Kenth Danielsson, President and CEO – Born in 1966. Managing Director since 2010. Former Sales Manager 

within the company. Education: Marketing Education IHM. 

 

Marina Abrahamsson – Born in 1971. Chief Economist. Employed since 2008. 

 
Competitive Risk 
Polyplank operates in a literally immense market for wood materials and pre-fabricated wood components.  Due 

to this, the Company’s real competition is not from other wood-plastic composite manufacturers, but from the 

lumber and lumber components industries that have served the Company’s market for decades.  Although wood 

will certainly continue to be used for the foreseeable future throughout all of the Company’s current and future 

markets, we believe that due to the size of the market this is irrelevant.  As long as the Company can continue  or 
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even reduce its current pricing while maintaining or expanding margins, which we believe it can and will, 

competitive risk will not be an issue for the Company. 

 

For point of comparison, the Company’s closest “relative” in the U.S. market is the Trex Company (TREX – 

NYSE), which is the world’s largest manufacturer of high-performance wood-alternative decking and railing.  

This company employs a retail distribution channel strategy, which POLY may exploit in Norway and other 

markets, and is stocked in over 6,000 retail outlets in the United States.  This gives us some idea of the minimum 

level of market penetration available to Polyplank, as Trex’s real competition is the same as that of the Company: 

traditional wood and wood products. 

 
Other Risks 
Clearly, the largest risk to our investment thesis in POLY is their potential inability to secure the capital they 

seek.  We do not view this as a likely risk event, and since it is not binary (i.e. a partially successful capital raise 

should be possible even if a complete one fails), we do not feel that investors should be highly concerned about 

this.  The Company has a market-proven product and a history of stable and growing sales, and these facts when 

considered in light of the Company’s situation and growth plan should and almost certainly will lead to a 

significant funding event.  The timing and quantity of this event remains to be seen, but we are sanguine about 

the likelihood of its occurrence sometime during the first calendar quarter of this year. 

 

Non-financing risks are fairly standard for a company at this stage of its development; they include execution 

risk, obsolescing technology risk, and geopolitical risk.  In our view, none of these risks is significant enough to 

Polyplank to warrant further discussion and analysis at this time. 

 
Financial Analysis and Investment Thesis 
The Company showed a very sharp year-over-year increase in sales during Q4 ’12, which was up 35.7% over the 

year-ago quarter, to a sales level of 9.6M SEK (just under US$1.5M).  We feel that this is a good indication of 

the likely 25%+ long-term organic growth we forecast for the Company, which when considered in light of likely 

strengthening margins and geographic expansion should bode very well for the Company’s shareholders and bond 

holders. 

 

The Company’s closest public comparable (albeit a more mature company) is Trex (TREX – NYSE), which is 

currently trading on an EV basis at 2.25x consensus 2014 sales of US$382M.  Given that POLY is likely to have 

a much higher long-term growth rate than TREX for many years to come, we feel that on a risk-adjusted basis an 

enterprise value multiple of at least 2.25x ’14E sales is warranted, leading to our price target of 24.37 SEK per 

share (US$4.24).  Note that we have not modeled future dilution into our per-share calculations, as it is unclear if 

it will occur. 
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Polyplank AB, Select Financial Data 
 

Amounts in SEK (000s), as of this date 
$1 USD = 6.47 SEK Q4 '11A Q4 '12A CY 2011A CY 2012A CY 2013E CY 2014E CY 2015E 

Revenues        

  Gross revenues as reported 7,077  9,604  32,063  29,626  37,033  46,291  57,863  

  Total revenues 7,077  9,604  32,063  29,626  37,033  46,291  57,863  

    Sequential revenue growth  35.7%  -7.6% 25.0% 25.0% 25.0% 

        

Cost of goods sold        

  Cost of goods sold 2,720  4,276  13,597  12,400  21,479  27,311  34,718  

Gross profit 4,357  5,328  18,466  17,226  15,554  18,979  23,145  

    Gross margin 61.6% 55.5% 57.6% 58.1% 58.0% 59.0% 60.0% 

        

Operating expenses        

  Staff costs 2,407  2,443  9,609  9,576  9,600  10,000  11,000  

 34.0% 25.4% 30.0% 32.3% 25.9% 21.6% 19.0% 
  Other operating expenses (as 
reported) 1,770  1,593  6,764  6,349  6,400  6,700  7,000  

 25.0% 16.6% 21.1% 21.4% 17.3% 14.5% 12.1% 
  Depr. for intangible and physical 
assets 811  817  3,715  3,322  3,300  3,300  3,300  

  Other operating income (as reported) 51   522  154  250  250  250  

Total operating expenses 4,937  4,853  19,566  19,093  19,050  19,750  21,050  

Operating profit (580) 475  (1,100) (1,867) (3,496) (771) 2,095  

    Operating margin -8.2% 4.9% -3.4% -6.3% -9.4% -1.7% 3.6% 

Other income (expense)        

  Extraordinary expense  (4) (4) (14)    

  Interest income   5  13     

  Interest expense (339) (343) (1,475) (1,386) (1,600) (1,600) (1,600) 

Total other income (expense) (339) (347) (1,474) (1,387) (1,600) (1,600) (1,600) 

Pre-tax income (919) 128  (2,574) (3,254) (5,096) (2,371) 495  

Taxes        

Net income (919) 128  (2,574) (3,254) (5,096) (2,371) 495  

  Net margin -13.0% 1.3% -8.0% -11.0% -13.8% -5.1% 0.9% 

Earnings per share (EPS) (SEK) -0.287 0.040 -0.804 -1.017 -1.592 -0.741 0.155 

Shrs. outstanding (fully diluted, 000s) 3,201  3,201  3,201  3,201  3,201  3,201  3,201  

 
Conclusion 
Polyplank is turning the corner, we believe, into a period of sustained growth, geographic expansion, accretive 

M&A activity, and long-term profitability.  It has a seasoned management and governance team and a market-

proven, economically-viable product that has special appeal to consumers in the large Nordic market that it serves.  

We feel that the Company faces almost zero competitive risk, and given its superior total cost of ownership and 

eco-friendly value propositions, is likely to continue to take market share from the traditional wood-based 

construction vendors.  Therefore, given its low current price of just 8.00 SEK per share, we are initiating coverage 

of POLY with a Strong Speculative Buy rating, and setting our 12-month price target at 24.37 SEK per share, 

which equates to an enterprise value of 104.2M SEK (US$16.1M), 2.25x our 2014 sales forecast of 46.3M SEK.  

We would consider upgrading our price target and rating once the Company has completed its planned financing 

and thus all but eliminated financing risk from the valuation equation.  All long-term equity investors should 

consider purchase of POLY at these levels. 
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Our Rating System 

We rate enrolled companies based on the appreciation potential we believe their shares represent.  The performance of 

those companies rated “Speculative Buy” or “Strong Speculative Buy” are often highly dependent on some future event, 

such as FDA drug approval or the development of a new key technology. 

 

Explanation of Ratings Issued by Harbinger Research 

   

STRONG BUY We believe the enrolled company will appreciate more than 20% relative to the general 

market for U.S. equities during the next 12 to 24 months. 

BUY We believe the enrolled company will appreciate more than 10% relative to the general 

market for U.S. equities during the next 12 to 24 months. 

STRONG 

SPECULATIVE BUY 

We believe the enrolled company could appreciate more than 20% relative to the general 

market for U.S. equities during the next 12 to 24 months, if certain assumptions about the 

future prove to be correct. 

SPECULATIVE BUY We believe the enrolled company could appreciate more than 10% relative to the general 

market for U.S. equities during the next 12 to 24 months, if certain assumptions about the 

future prove to be correct. 

NEUTRAL We expect the enrolled company to trade between -10% and +10% relative to the general 

market for U.S. equities during the following 12 to 24 months. 

SELL We expect the enrolled company to underperform the general market for U.S. equities by 

more than 10% during the following 12 to 24 months. 

 

Analyst Certification 

I, Brian R. Connell, CFA, hereby certify that the views expressed in this research report accurately reflect my 

personal views about the subject securities and issuers.  I also certify that no part of my compensation was, is, or 

will be, directly or indirectly, related to the recommendations or views expressed in this research report. 
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Disclaimer 
This report was prepared for informational purposes only.  Harbinger Research, LLC (“Harbinger”) was paid by Polyplank AB 

("Company") in the amount of US$10,000 for the preparation and distribution of this report.  All information contained in this report was 

provided by the Company.  To ensure complete independence and editorial control over its research, Harbinger has developed various 

compliance procedures and business practices including but not limited to the following: (1) Fees from covered companies are due and 

payable prior to the commencement of research; (2) Harbinger, as a contractual right, retains complete editorial control over the research; 

(3) Analysts are compensated on a per-company basis and not on the basis of his/her recommendations; (4) Analysts are not permitted to 

accept fees or other consideration from the companies they cover for Harbinger except for the payments they receive from Harbinger; (5) 

Harbinger will not conduct investment banking or other financial advisory, consulting or merchant banking services for the covered 

companies.  

 

Harbinger did not make an independent investigation or inquiry as to the accuracy of any information provided by the Company is relying 

solely upon information provided by the companies for the accuracy and completeness of all such information.  The information provided 

in the Report may become inaccurate upon the occurrence of material changes, which affect the Company and its business.  Neither the 

Company nor Harbinger is under any obligation to update this report or ensure the ongoing accuracy of the information contained 

herein.  This report does not constitute a recommendation or a solicitation to purchase or sell any security, nor does it constitute investment 

advice.  This report does not take into account the investment objectives, financial situation or particular needs of any particular person.  

This report does not provide all information material to an investor’s decision about whether or not to make any investment.  Any 

discussion of risks in this presentation is not a disclosure of all risks or a complete discussion of the risks mentioned.  Information about 

past performance of an investment is not necessarily a guide to, indicator of, or assurance of, future performance.  Harbinger cannot and 

does not assess, verify or guarantee the adequacy, accuracy, or completeness of any information, the suitability or profitability of any 

particular investment, or the potential value of any investment or informational source.  Harbinger and its clients, affiliates and employees, 

may, from time to time, have long or short positions in, buy or sell, and provide investment advice with respect to, the securities and 

derivatives (including options) thereof, of companies mentioned in this report and may increase or decrease those positions or change such 

investment advice at any time.  Harbinger is not registered as a securities broker-dealer or an investment adviser either with the U.S. 

Securities and Exchange Commission or with any state securities regulatory authority. 

 

ALL INFORMATION IN THIS REPORT IS PROVIDED “AS IS” WITHOUT WARRANTIES, EXPRESSED OR IMPLIED, OR 

REPRESENTATIONS OF ANY KIND.  TO THE FULLEST EXTENT PERMISSIBLE UNDER APPLICABLE LAW, HARBINGER 

EQUITY RESEARCH, LLC WILL NOT BE LIABLE FOR THE QUALITY, ACCURACY, COMPLETENESS, RELIABILITY OR 

TIMELINESS OF THIS INFORMATION, OR FOR ANY DIRECT, INDIRECT, CONSEQUENTIAL, INCIDENTAL, SPECIAL OR 

PUNITIVE DAMAGES THAT MAY ARISE OUT OF THE USE OF THIS INFORMATION BY YOU OR ANYONE ELSE 

(INCLUDING, BUT NOT LIMITED TO, LOST PROFITS, LOSS OF OPPORTUNITIES, TRADING LOSSES, AND DAMAGES 

THAT MAY RESULT FROM ANY INACCURACY OR INCOMPLETENESS OF THIS INFORMATION). TO THE FULLEST 

EXTENT PERMITTED BY LAW, HARBINGER EQUITY RESEARCH, LLC WILL NOT BE LIABLE TO YOU OR ANYONE ELSE 

UNDER ANY TORT, CONTRACT, NEGLIGENCE, STRICT LIABILITY, PRODUCTS LIABILITY, OR OTHER THEORY WITH 

RESPECT TO THIS PRESENTATION OF INFORMATION. 
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Harbinger Research is an independent equity research firm with a focus on providing coverage to small-cap companies.  Our 

mission is to help our clients achieve fairer market valuations, an expanded shareholder base, improved liquidity, and easier 

access to capital markets.  We do this by providing insightful, in-depth research reports and by making sure those reports are 

widely distributed and made available to both institutional and individual investors.  We strive to deliver superior research 

coverage and the result is compelling – consistent coverage from industry-expert analysts that is well written and consists of 

insightful analysis, cogent arguments, and in-depth financial models.  To learn more about Harbinger Research and view our 

research reports, we invite you to visit our website located at www.harbingerresearch.com. 
 

Our Team 
 

Brian R. Connell, CFA                 Senior Managing Director 

Mr. Connell has over 20 years' experience in the securities industry, as an equity analyst and portfolio manager, and as the 

founder and CEO of StreetFusion (acquired by CCBN/StreetEvents), a software company serving the institutional investment 

community. On the sell-side, Mr. Connell served as the technology analyst for Neovest, an Atlanta-based boutique, and as a 

Senior Analyst - Internet for Preferred Capital Markets, an investment bank based in San Francisco. Mr. Connell has also 

held the position of Executive Director of Marquis Capital Management, a technology-focused hedge fund. 

 

Mr. Connell founded Harbinger Research in 2004 with the purpose of providing high quality research coverage to deserving 

smaller companies.  Mr. Connell holds degrees in Economics and Psychology from Duke University, and is a CFA 

Charterholder. 

 

Scott R. Greenstone, CFA            Senior Research Analyst, Healthcare 

Prior to joining Harbinger Research, Mr. Greenstone founded StratFin, an ongoing enterprise that helps scientific-

entrepreneurs build businesses.  Prior to forming StratFin, Mr. Greenstone was the head of business development at Varian, 

Inc., a $1 billion manufacturer of scientific instruments responsible for co-developing global strategy and for sourcing and 

executing mergers and acquisitions, partnerships and OEM relationships.  Previously, he led financial planning and analysis 

at Symyx Technologies and Xenogen. 

 

Prior to his operating roles, Mr. Greenstone was a research analyst, covering precision instrumentation and life science 

companies for ten years at several investment banks including Thomas Weisel Partners & Salomon Brothers.  Mr. Greenstone 

has an MBA from the University of Texas at Austin and a B.S. from Lehigh University.  He also holds the Chartered 

Financial Analyst designation. 

 

 


