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This document has been prepared by Safehouse SPC (“Safehouse”). The information set out herein (the "Information") is not directed at 

(nor intended for distribution to or use by) any person in any jurisdiction where it is illegal or unlawful to access (or be distributed) and/or 

use such information. Without limiting the generality of the foregoing, this document is not directed at retail clients. The Information does 

not constitute, and should not be construed as, an offer to sell (nor a solicitation of an offer to buy, nor a recommendation to buy, sell or 

otherwise participate in) any investment, security or commodity or to engage in any other transaction. The Information does not 

constitute investment, legal, tax or accounting advice and is provided for information purposes only. Recipients and/or prospective 

investors should inform themselves as to the legal requirements and tax consequences within the countries of their citizenship, residence, 

domicile and place of business with respect to receipt of this presentation and/or the acquisition, holding or disposal of interests in the 

fund described herein (the “Fund”). Recipients should further consult with an appropriate professional for advice rendered on the basis of 

their particular situation. Neither the Fund nor its shares (the “Shares”) have been approved by any regulatory authority, nor has any such 

authority passed upon the accuracy or adequacy of this presentation. Investment in products such as the Shares carries substantial risk 

and may not be suitable for all investors. The value of the Shares may go up or down and investors may not get back the amount they 

have invested. Past performance is not indicative of future results and nothing contained in this presentation should be deemed a 

prediction, projection, representation or warranty of future outcomes. No representation or warranty, express or implied, is made as to 

the accuracy, completeness or fairness of the Information or any opinions expressed herein. The information set out herein is qualified in 

its entirety by reference to the full text of the documents constituting and/or governing the Fund (the “Governing Documents”). Potential 

investors cannot subscribe for nor purchase any Shares except on the basis of the Governing Documents, which are available on request. 

This presentation contains information that is confidential and/or commercially sensitive. By receiving this document, the recipient 

undertakes to maintain the confidentiality of the same and not to duplicate, distribute, share or otherwise disclose the content hereof 

except with the prior written consent of Safehouse.



Prologue

• After conducting extensive due diligence, we initiated a short position in Aston Martin on July 1st at an 
average price of GBP 9.7. We covered our position on July 31st at an average price of GBP 4.8, realizing a 
return of c. 50%. On average, the position was around 2.5% of the fund. 

• Aston Martin went public on October 2018 at around GBP 19 /share. We began our due diligence on the 
stock in June 2019 when it was at around GBP 10 /share. 

• In the next few slides, we try to articulate the key red flags which led us to take on the short position. We 
have spared you the nitty gritty details and instead are focusing on the high-level elements which caused the 
stock to unravel. 
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Flag 1: The IPO didn’t serve the company 

• On October 3rd, 2018, Aston Martin offered 57mn shares at an offering price of GBP 19, implying a filing amount of GBP 1.08bn. The IPO was 
led by the biggest investment banks such as JP Morgan, Goldman Sachs, Credit Suisse, Bank of America, Deutsche Bank, HSBC and
UniCredit. 

• Even with such high caliber bankers and a brand like Aston, the offering was downsized from GBP 1.3bn to GBP 1.08bn- generally a sign of 
weaker demand from investors. 

• For us, the biggest red flag was that no money was going to the company, but instead the entire amount being raised was going to existing 
shareholders. This means that the company wouldn’t gain from listing and this was solely done to serve existing shareholders. This is crucial 
considering the company had around GBP 600mn of net debt on the balance sheet. 

Kuwaiti Investors 

34%

Investindustrial

31%

Free Float 

30%

Daimler

5%

POST IPO SHAREHOLDING OWNERSHIP TIMELINE SUMMARY 

Ford acquires Aston Martin 

Ford sells Aston Martin to Kuwaiti backed consortium 

Italian private equity firm InvestIndustrial takes a 31% stake in Aston 

Martin 

Strategic partnership with Daimler formed where Daimler provides V8 

engines, electronic architecture and technical/commercial know how in 

return for 4.9% non-voting shares at IPO (with a 12-month lockup). 

1987

2007

2013

2012
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Flag 2: Their goals were overambitious (1/3) 

Goal 1: 7x7x7 Plan: 7 new models in 7 years, with a 7-year lifecycle. 

Source: Company Disclosures
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Goal 2: Grow production from c. 6,000 units to c. 14,000 units in 5 years-

something the company has never done before (peaked at c 7,300 units in 2007).

Source: Company Disclosures

1,010 
1,500 1,465 1,511 

1,976 

4,416 

7,003 7,281 

6,088 

3,131 

4,156 3,917 
3,574 3,804 3,662 3,615 3,687 

5,098 

6,441 

7,350 

10,212 

11,454 

12,534 

14,000 

HISTORICAL AND PL ANNED PRODUCTION 

Flag 2: Their goals were overambitious (2/3) 
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Goal 3: Pricing new models at the highest price range is a bold move and means 

Aston is competing with the best of the best.

Aston Martin Competition

Models
Expected Price 

('000 £) 

Expected Volume

(Units/year)
Models

Expected Price 

('000 £) 

Expected 

Volume

DBX 170 3,850
Urus

Bentayga

150-170

140

3,500 (management target)

5,000 (FY16-17 average)

AM9 210 1,400
488

720S

210

210

4000 (FY12-17 average)

1,200 (1H FY17)

Lagonda SUV 250 1,000 Cullinan 250 1,400 (expected)

Lagonda Sedan 250 500

Phantom

Ghost

Mulsanne

360

230

230

500 (FY08-17 average)

1,500 (FY08-17 average)

1,000 (FY08-17 average)

AM-RB003 Coupe 800 500
LaFerrari

McLaren Senna

1,000

750

500 (actual, cumulative)

500 (management target)

VEHICLE PRICE COMPARISON

Source: GS Research, Safehouse Research

Flag 2: Their goals were overambitious (3/3) 
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Flag 3: Aggressive accounting (1/2)

Source: Company Disclosures, Safehouse Research

• The company partakes in the most aggressive accounting standards we have seen in the industry. This is particularly reflected in how the company treats Research & 
Development on the income statement. In summary, companies typically can capitalize R&D or expense it. Expensing it means the entire charge is taken directly on 
the income statement, while capitalizing means it is not and instead is amortized over a certain time period (doesn’t show up on the income statement). 

• Luxury goods companies’ expense 100% of their R&D

• BMW and Daimler expense 60% of their R&D

• Ferrari expenses 40% of it’s R&D

• Aston Martin expenses 5% of it’s R&D! 

• Below we show an example of Aston Martins reported 2018 financials vs. if they used industry accounting standards. The difference is massive! (See appendix for 
more)

51 

(23)

(152)

Reported (95% Capitalized) Like Ferrari (60% Capitalized) 0% Capitalized

2018 Net Income

EFFECT ON EARNINGS 

2.3x
3.2x

12.5x

Reported (95% Capitalized) Like Ferrari (60% Capitalized) 0% Capitalized

2018 Net Debt to EBITDA 

EFFECT ON LEVERAGE
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• You cannot compare Aston Martin to peers because of the difference in accounting 

• If you use industry standard accounting practices, Aston Martin actually lost money in 2018

• The company’s balance sheet is way more fragile than what they portray 

• Aston Martin’s reported valuation multiples are highly misleading 

Flag 3: Aggressive accounting (2/2)
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Flag 4: Cash is king

Source: Safehouse Research

• Unlike the income statement, the cash flow statement is hard to manipulate. 

• Even when we incorporate most of management’s aggressive production and margin guidance, we still 
struggled to see any positive free cashflow before 2022. 

• A weaker macro environment or a hiccup in their execution plan could amplify their cash burn and in turn 
force them to issue equity considering the already high leverage (GBP c. 700mn in net debt as of July 2019).

221 

298 

353 

(290)
(324)

(361)

(69)
(26) (8)2019e 2020e 2021e

EXPECTED CASH FLOW PROFILE

Cash from Operations CAPEX Free Cash flow
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Flag 5: Management is overpaid, and incentives are unaligned

• Management’s compensation was aggressive and easy to manipulate. All metrics used in their annual bonus and long-term incentive plan 
are “adjusted” so that not all the R&D expenses are taken into account. 

In the below example, we try to show how optically it looks like 

management spent an incremental 5mn to generate 

incremental EBITDA of 15mn. 

(all in £ mn) Year 1 Year 2

Sales 100 120

% growth 20%

R&D (5% Capitalized) 5 10

Other OPEX 40 40

"Adjusted EBITDA" 55 70

% growth 27%

Real R&D Spent 100 200

% growth 100%

Source: Company Disclosures, Sky News, Safehouse Research

But in reality, management spent another 100mn to generate 

an incremental 15mn. 
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Flag 6: Tough Macro

54%

4%

-3%
-6%

-16% -18%
-23%

-28% -29%
-35%

-38%

Ferrari MSCI
World

Toyota GM VW Ford Porsche Nissan BMW Daimler Renault

Price Performance (12/29/2017- 6/28/2018)

A no deal Brexit would massively disrupt Aston Martin’s supply chain, leading it 

to set up a GBP 30mn contingency fund to manage working capital. 

“Wouldn't be right to leave, of course, with a few words on Brexit. We've done a lot of thinking on Brexit. We've 

done a lot of wargaming on Brexit. And we have now put plans in place to, what we believe, will mitigate the 

significant impact on business from potential supply chain disruption in the event of a disorderly Brexit outcome. 

And so, in doing that, we're calling out today that plans of up to £30 million for a mixture of advanced working 

capital and operating expenses have been approved by the board.”

- Andy Palmer, CEO (FY 2018 Earnings Call)
Source: Moody’s, Bloomberg, Reuters, Safehouse Research

Price Performance (12/29/2017-6/28/2019)
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Flag 7: Selling Pressure from Main Shareholders 

The Kuwaiti Investment group who benefitted the most from the IPO still owned c. 30% of the company. They began selling in 
the open market. 

Sounds like a margin call… Especially since at the time of the above sale, the stock price was at its 52 week low. 
Desperate…?

We felt that if the stock would creep higher, more shares would be unloaded capping the upside in the stock and giving 
bad signals to the market. 

Source: Bloomberg, Safehouse Research



Safehouse SPC Ltd. Confidential

Valuation

In order to value the company we used DCF and Multiples-based valuation using Ferrari and a selected group of
premium automakers (Porsche, BMW, Daimler) as the peer group over the 2019/21e period (EV/sales, EV/EBIT and market
cap/NI)

By incorporating the above assumptions in to an equally weighted valuation approach, we derived the following valuation
targets:

• DCF based target price: GBP 2.99

• Multiple based target price: GBP 5.97

• Blended average target price: GBP 4.48 (448 GBp) implying a downside of c. 56% from the average traded price at that
time.

Valuation Assumptions FY19-FY22

Sales growth (CAGR) 21%

EBIT margin (Average) 13%

Tax rate (Average) 21%

Net income growth (CAGR) 28%

CAPEX % of sales 7%

R&D % of sales 13%
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• We reached out to our network and welcomed opposing arguments. Below we highlight the most
common perceived risks:

• Buyout from Daimler since they already owned 5%? We felt it was unlikely considering Daimler didn’t pay for their
stake but received it in return for technical know-how. We also believe that considering Daimler’s financial
burdens and recent profit warnings, their focus would remain on improving the core business not acquisitions.
We believe it is likely they offload their 5% stake in Aston Martin when their lock up expires (October 2019).

• Buyout from other auto peers? Historically, we haven’t seen much cross shareholding between auto companies.
Since Daimler already had a foot in, it seemed unlikely a competitor would jump in.

• Buyout from foreigner looking for a trophy asset? We believe this was the largest risk, yet the stock was still
expensive and had much to prove. At today’s price below GBP 5/share- we think that is very possible.

• Buyout from one of the existing shareholders? It is evident that the Kuwaiti group is exiting and InvestIndustrial
may likely look to exit as well (invested in 2012) as private equity firms usually aim to exit an investment in around
7-10 years.

Risks of being bought out?
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It was hard to determine a clear catalyst for the short thesis besides earnings announcements. We believed 
that the thesis would eventually play out but thought it could take 12-18 months. It ended up taking less 
then a month. 

On July 24th, 2019: 

1. The company announced a massive profit warning, cutting production guidance by over 20% and 
cutting margin guidance from 25% to 15%

2. The stock fell 26% in one day 

3. Their 2022 bonds declined by 5.4 cents on the dollar to 91.25, the lowest level sine 2017 as investors 
doubted the company’s ability to pay down debt and generate positive free cashflow

4. The stock subsequently corrected another 30%

We covered our short position on July 31st as we felt the risk of a buyer increased. At the end of the day, the 
company may be poorly run but the brand has heritage. 

At these levels we do believe the stock still has downside but unfortunately from where we stand, the risk 
reward profile seems fair. 

Catalysts & Conclusion
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Please reach out to us with any questions or comments! 

Andy Palmer, CEO Aston Martin Lagonda
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Appendix: Effects of R&D Capitalization 

(mn GBP, 2018)

Reported (95% 

Capitalized)

Like Ferrari (60% 

Capitalized) 0% Capitalized 

Revenue 1,097                          1,097                         1,097                 

COGS (661)                            (661)                           (661)                   

% of sales 60% 60% 60%

Gross Profit 436                              436                             436                    

% margin 39.7% 39.7% 39.7%

SG&A (190)                            (190)                           (190)                   

% of sales 17.3% 17.3% 17.3%

R&D (ex amort) (12)                              (86)                              (214)                   

% of sales 1% 8% 20%

Other Income/Expenses 23                                23                               23                       

Operating leases (10)                              (10)                              (10)                     

Adjusted EBITDA 247                              173                             45                       

% margin 23% 16% 4%

D&A (100)                            (100)                           (100)                   

% of sales 9% 9% 9%

Adjusted EBIT 147                              73                               (55)                     

% margin 13.4% 6.7% -5.0%

EBIT 147.4                          73.4                            (55.1)                 

% margin 13.4% 6.7% -5.0%

% y/y -50% -175%

Net financial Expense (108)                            (108)                           (108)                   

PBT 40                                (34)                              (163)                   

Less Tax 11                                11                               11                       

% Tax rate -28% 32% 7%

Net Income 51                                (23)                              (152)                   

% margin 5% -2% -14%

Net Debt/ EBITDA 2.3x 3.2x 12.5x

EV/ EBITDA 11.5x 16.4x 63.2x Company is actually more expensive than 

perceived 

Difference between what they report and 0% 

capitalization is GBP 202mn 

Not even profitable on an EBIT level at 0% 

capitalization!

Actual leverage risk is understated in reported 

financials


