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I N V E S T M E N T  S U M M A R Y
We are initiating coverage of GVS S.p.A. with a SELL recommendation and a target price of €2.65,
representing a 53% downside from current price. We believe that GVS is overvalued by the market.
Although the company has a strong track record of growth, the increasing operating costs (which account
for approximately 75% of revenue) and the existence of strong competitors with multiple business units in
addition to the filtration sector pose a strong challenge to current valuation. We believe that GVS S.p.A
will not be able to generate a reasonable growth in the medium- to long-term. Our valuation used the
Discounted Cash Flow model (confirmed by  What-if analysis) and is based upon GVS’s adjacent margins,
historical data and adjacent acquisitions.  
While we acknowledge the company's potential for long-term growth, our investment horizon makes it
difficult to fully capture this value within a 3-5 year timeframe. Therefore, we have determined that the
current share price reflects the company's near-term prospects and have decided to sell our shares.

B U S I N E S S  O V E R V I E W
GVS is a family-controlled company operating in the field of filter solutions: headquartered in Italy, it has
a large network of industrial sites and commercial offices worldwide. GVS specializes in the research and
manufacture of high-performance filtration solutions for crucial applications in the healthcare, safety,
energy, and transportation sectors. The company's commitment to innovation, sustainability, and customer
satisfaction has made it a valued partner for enterprises throughout the world.

Page 1

E C O N O M I C  M O A T
GVS’ organizational structure is characterized by strong
synergies among its divisions, driven by similar
approval processes, common production technologies,
and high-quality standards. The fully integrated system,
organized in five phases, enables end-to-end control of
the production chain. Key elements contributing to
GVS's leadership include a unique global platform
ensuring consistency, monthly plant-specific
benchmarking reports, adoption of best practices like
Zero-PPM in Energy & Healthcare, rigorous quality
controls with swift corrective actions, and management
incentives tied to defined KPIs. The company's
emphasis on key process control, real-time production
monitoring, and ERP systems designed on standard
languages fosters collaboration with both internal and
external professionals, solidifying its position in the
sector. Source: Team Consensus
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B U S I N E S S  D E S C R I P T I O N
GVS, a family controlled organization in filtration systems, is renowned for
its high-performance solutions in healthcare, safety, energy, and mobility.
Its commitment to innovation, sustainability, and customer satisfaction has
made it a trusted partner worldwide. In a market dominated by a few big
players, GVS has carved out its own niche, by consistently going above and
beyond industry standards. 
With 19 production units and 29 commercial offices globally, they’re able
to offer local support and custom solutions to their B2B customers. They
offer a wide range of products, each designed to meet the unique needs of
different sectors, like sterile filters for healthcare, respiratory protection
equipment for hazardous environments, or air and fuel filters for the
energy and mobility industry. Their growth got a major boost in 2020 when
they went public. This gave them the financial muscle to expand their
product lines, break into new markets, and develop cutting-edge
technologies. Today, they’re using this strength to solidify their position as
a global leader in filtration solutions. With a continued focus on
innovation, sustainability, and global reach, GVS is all set to keep shaping
the future of filtration solutions, protecting people, equipment, and the
environment for years to come. 
GVS has been involved in a number of additional mergers and acquisitions,
which have had a significant impact on its financial performance and
strategy. GVS's M&A initiatives (Figure 2), which include the acquisitions
of Haemotronic, STT, Goodman Brands, Abretec Group, and RPB Safety,
have helped to increase revenue and diversify its portfolio. The recent deal
for Shanghai Transfusion and Suzhou Transfusion, as well as the relocation
of its Suzhou manufacturing plant, highlight GVS's strategic emphasizing
new markets and strengthening it’s position in the oligopoly to diverse
markets across the globe.
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B U S I N E S S  S E G M E N T S
GVS operates across three main service lines (Figure3), with Healthcare and
Life sciences contributing 67% of revenues. Within this segment, GVS
focuses on solutions for healthcare liquids, healthcare and laboratory air
and gases, presenting a versatile product portfolio ranging from drug
infusion to microbiology. In Healthcare Liquid, GVS is known to excel in
infusion, transfusion and dialysis. In the air and gas sector in the
healthcare sector, GVS can boast a broad product portfolio in the field of
filtration and humidification. GVS also has a Laboratory division which
aims to offer a wide range of products, from membranes to filtration
solutions. 
The Energy and Mobility service line, which contributes 16% to GVS's
turnover, addresses critical issues such as pollution, electrification and the
use of hydrogen. Divided into the Powertrain & Drivetrain, Safety &
Electronics and Sports & Utility sub-areas, GVS provides flexible solutions,
including fuel system filters and products for applications from racing
tractors to marine uses. 
Within Health and Safety, which represents the remaining 17% of GVS's
sales, two sub-areas address the personal safety and aviation safety
markets. In the personal safety sector, GVS is a major supplier of reusable
masks and has entered the air purifying respirator segment through the
acquisition of RBP. In the aviation safety industry, GVS is leveraging a
broad and innovative product portfolio to



The industrial filtration market is projected to grow at a CAGR of 6%
(Figure 4) from 2022 to 2029, surpassing USD 50 billion by 2029
compared to USD 29.5 billion in 2020 (Figure 5). This progress is also
stimulated by the growing need for clean energy, pure water, safe food
and advanced healthcare services, these needs therefore push companies
in the sector and large institutional and non-institutional investors to bet
on further growth of this sector. Other advancing factors include
urbanization and the expansion of public services, which will inevitably
contribute to the demand for more advanced filtration solutions. A
significant contribution is also made by the healthcare sector, driven by
advances in life sciences and the increasing adoption of filtration
technologies in medical diagnostics and research. 
The growing awareness of the role of health among Millennials has also
forced many companies in different sectors to invest to support the
increase in demand for organic foods, supporting the use of filtration
processes also in the food industries. However, a key challenge, which
inevitably represents also a great opportunity for the entire industry, is
the energy sector. In fact, the high energy consumption in filtration
processes is pushing more and more companies to require increasingly
innovative and efficient filtration systems that require less energy, so that
the profit potential of the latter is not damaged by the production process
itself. Digitalization therefore represents an opportunity, allowing real-
time monitoring of industrial filters and optimizing their maintenance. 
The growth of Industry 4.0 contributes to the digitalization of processes,
improving operational efficiency and real-time data collection. COVID-19
has had a significant impact on the global economy, and this industry in
particular has evidenced how important the issues of prevention and -
above all - of air filtration systems are for air quality. It is no coincidence
that in the post-COVID-19 era many companies have decided to avail or
strengthen their presence in markets that have air quality issues and
severe medical shortages, such as the Asian market. The global industrial
filtration market is divided by regions, with North America, Asia-Pacific
(APAC), Europe, South America, and the Middle East & Africa (MEA) and
and obviously also Oceania (with Australia and New Zealand) being the
main areas. 
Over the forecast period, North America is expected to maintain a
dominant position (Figure 6), with a CAGR of 5.2%. This is attributable to
increasing investment in the manufacturing sector to reduce particulate
emissions and strict air pollution regulations. Asia-Pacific is expected to
hold a significant share of the market due to the presence of major
electronics industries, with China contributing significantly due to its
production of electrical devices and semiconductors. Precisely because it
is plausible to see the Asian market as a great opportunity, GVS has
launched several acquisition operations with the aim of penetrating the
market in the Far East. The presence on the Asian continent is already
quite marked by the Bolognese company as it already has 3 factories in
China and at least one production plant in India, Japan, Korea, Thailand
and Malaysia. All these countries share remarkable annual 

I N D U S T R Y  O V E R V I E W
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meet customer demands for lower energy costs and longer life of filtration
solutions, with a focus on internationalization, particularly in the US.
GVS's strategic alignment, commitment to quality control and adherence to
best practices position it as a leader in providing complete filtration
solutions tailored to evolving market demands. 



economic growth rates, therefore representing
investment opportunities for these companies,
which see in these countries that have started
very important industrial growth processes,
easily achievable market shares as they are all
affected by the same problems (air cleanliness,
health safety at work due to the inhalation of
toxic substances, etc.). However, a particular
mention must be made of China, as GVS and
many other foreign companies have
encountered many difficulties in entering this
market, given various complications, above all
we can identify at least two: high
competitiveness in terms of costs, the strong
presence of the central government to
manipulate and establish market shares, and
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C O M P E T I T I V E  P O S I T I O N I N G  
Potential competitors
Sartorius: Sartorius stands out in the market with a primary engagement
in the realm of medical supplies. The company's core operations revolve
around the provision of medical equipment and supplies, showcasing a
dedicated commitment to the healthcare industry.
Overlap with GVS: The overlap between Sartorius and GVS is limited,
primarily owing to the stark differences in their business focuses. While
Sartorius concentrates on the intricate domain of medical supplies, GVS
specializes in air and liquid filtration solutions across diverse industries.
The divergent nature of their primary focuses minimizes direct
competition and positions them in distinct segments of the broader
market.
Parker Hannifin: Parker Hannifin emerges as a versatile player in the
industry, boasting a diversified business portfolio encompassing motion
and control technologies. The company extends its influence beyond
filtration to various sectors within the broader industrial landscape.
Overlap with GVS: Although there is an overlap in the filtration sector
between Parker Hannifin and GVS, the former's expansive reach into
motion and control technologies differentiates its overall business focus.
Parker Hannifin's involvement in a broader spectrum of industrial
solutions positions it as a multifaceted competitor, engaging with a
diverse array of technologies.
Sulzer: Sulzer carves its niche in the market through a specialized focus
on fluid engineering, particularly in the provision of pumps and services
for rotating equipment. The company's expertise lies in the intricate
dynamics of fluid systems.

the high level of corruption. For these reasons, the US market continues to represent a great certainty in
terms of productivity and growth, in fact GVS has 5 production plants in overseas territories alone.
Population growth, industrialization, and environmental concerns will drive the adoption of advanced
filtration systems. Europe, with a projected CAGR of 5.4%, experiences a significant growth, mainly driven
by the growing food, beverage and pharmaceutical industries. The presence of established producers and
an emphasis on innovation will contribute to growth in the region. In the South America region, moderate
growth is expected as a result of the gradual improvement in the economic and political situation. The
promotion of industrial filtration by governmental and non-governmental organizations will contribute to
growth. In summary, the global industrial filtration market is influenced by specific regional dynamics,
with unique opportunities and challenges in each area.

Figure 7



In the contemporary financial landscape, a meticulous examination of key
performance indicators (KPIs) is imperative for stakeholders, investors,
and financial analysts seeking to make informed decisions. This academic
paper delves into a comprehensive analysis of the financial performance
metrics of five distinguished companies - Sartorius, Parker Hannifin,
Sulzer, Donaldson, and GVS. The study spans five years, from 2019 to
2023, with a focus on critical indicators including Return on Invested
Capital (ROIC), Earnings Before Interest and Taxes (EBIT) Margin, Gross
Margin, and Return on Equity (ROE).
Return on Invested Capital (Figure9): ROIC  serves as a linchpin in
evaluating a company's efficiency in capital deployment. Sartorius
exhibits a consistent upward trend until 2022, with a marginal decrease
in 2023. Parker Hannifin's performance is characterized by marked
fluctuations, notably recovering from a substantial downturn in 2020.
Sulzer, while showcasing an exceptional surge in 2021, experiences a
sharp decline in 2022. Donaldson demonstrates substantial growth from
2019 to 2022, followed by a modest contraction in 2023. GVS displays
notable fluctuations, achieving a zenith in 2019 and a nadir in 2023.
Earnings Before Interest and Taxes Margin (Figure 10): The EBIT Margin, a
barometer of operational profitability, undergoes meticulous scrutiny.
Sartorius reveals fluctuations but consistently maintains a robust EBIT
Margin. Parker Hannifin demonstrates a steady increase over the
observation period. Sulzer showcases a consistent ascent in EBIT Margin.
Donaldson maintains stability in EBIT Margin, signaling resilience in
operational profitability. GVS, after a significant surge in 2020,
experiences a subsequent decrease.
Gross Margin (Figure 11): Gross Margin, reflective of profitability at the
production level, is scrutinized. Sartorius sustains a relatively stable
Gross Margin. Parker Hannifin, despite fluctuations, records an overall
increase. Sulzer demonstrates moderate fluctuations, maintaining a
respectable Gross Margin. Donaldson remains stable in Gross Margin. GVS,
however, registers a decline from 2019 to 2023.
Return on Equity (Figure 12): ROE, a pivotal metric gauging profitability
relative to shareholders' equity, undergoes a meticulous examination.
Sartorius witnesses a gradual decline in ROE. Parker Hannifin displays
fluctuations, maintaining a moderate ROE. Sulzer records an upswing in
2022, followed by a sharp downturn in 2023. Donaldson exhibits  
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G V S ’  P E R F O R M A N C E  V S .  I T S  C O M P E T I T O R S

Overlap with GVS: The overlap between Sulzer and GVS is limited, driven
by Sulzer's emphasis on fluid engineering rather than specialized
filtration. Sulzer's core competencies in fluid dynamics and rotating
equipment underscore its unique positioning within the industry, creating
a distinct market presence.
Donaldson Corporation: specializes in filtration solutions for various
industries, while GVS focuses on air and liquid filtration across diverse
sectors. Donaldson's commitment lies in providing comprehensive
filtration solutions, whereas GVS concentrates on a broader range of
filtration applications.
Overlap with GVS: The overlap between Donaldson Corporation and GVS is
limited due to the stark differences in their business focuses. Donaldson's
primary engagement is in offering comprehensive filtration solutions for
industries, while GVS specializes in air and liquid filtration across various
sectors. This divergence in their primary focuses minimizes direct
competition, positioning them in distinct segments of the broader market.
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Operating in the industrial filtration market, GVS did a good job
maintaining the GHG emission in 2021 by 1% difference from the previous
year (Figure 13), and a strong increase in renewable energy sources, 123%
compared to the year before. What may be worrying is the fact that even
though the company had deducted working hours by 14%, at the same time
the total waste weight increased by 22% (Figure 15). This left some room
for improvement in 2022, where with an increase of 20% in working hours,
the total waste was only 6% more than in 2021. We should mention that a
huge amount of the waste is non-hazardous, circling around 85% of the
waste in the past years. With a boost in hours worked in 2022, in need of
energy resources, GVS seems to rely more on “ready to use” ones, which
are non-renewable (Figure 14). By year 2022, non-renewable resources
experienced an intense growth of almost 40%. This can be the cause of the
huge amount of natural gas released during this year, which impacts global
warming. Regardless of all these changes and struggles, GVS seems to
have a pretty good ESG risk rating score of 11.4 according to Morningstar
sustainalytics, being 1 the lowest (Appendix 1). Also, the Group is ranked
8/631 in healthcare industry, and 570/15941 in global spectrum, which
means that GVS actually is among top performing companies in relation to
ESG.

S O C I A L
Being aware of the important role that a company can play in the society,
GVS supports various activities to promote inclusive projects with a focus
on people with disabilities, children, but not only. The organizations
supported by GVS also operate in the scientific research field, and quality
of medical care improvement. Some of the organizations we can mention
are: “Save the Children'', “Fondazione Il Bene”, “Fondazione Rizzoli
Bologna'' etc. The company also strongly supports local suppliers, with
around 70% of total spending on suppliers being local. Within the
company itself, it also aims for a diverse workforce composition among its
almost 5.000 employees, currently employing a majority of women (60%)
(Figure 16). This is also reflected in the board of directors’ composition,
with 4 women and 5 men, being mostly in the age range of 30-50 years
old. As for gender pay-gap, GVS tries to keep it under control through HR,
where in some cases, like GVS UK, it publishes an annual report on pay
gaps. Concretely, in 2022, the mean gender pay gap was reported to be
17.2%, which was slightly above the whole economy mean of 14.9% .

E S G
E N V I R O N M E N T

fluctuations but sustains a relatively high ROE. GVS experiences
fluctuations, reaching a peak in 2019 and subsequently decreasing in 2023.
Conclusion: This comprehensive analysis provides stakeholders, investors,
and financial analysts with nuanced insights into the financial dynamics of
the scrutinized companies. The discerning examination of ROIC, EBIT
Margin, Gross Margin, and ROE equips decision-makers with a robust
understanding of each company's financial prowess. These insights,
invaluable for strategic decision-making and future projections, contribute
to a more informed and nuanced perspective on the financial standing of
Sartorius, Parker Hannifin, Sulzer, Donaldson, and GVS. 
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Similarly to many other Italian SMEs, GVS is family founded and controlled,
with the largest shareholder being the Scagliarini and Valentini families.
More precisely, Massimo Scagliarini, CEO since 2003, holds 60% of the
shares, but 73.7% of the voting rights (Figure 18).
BoD: With a one-tier board, the board of directors is made of 9 members, 4
of which are independent and non-executive directors. This board is
diverse also in gender and age, where 4 of the members are women, and
the age varies from 30 years and above. Some changes in the board were
made during the year 2023: Alessandro Nasi, non-executive independent
director, was appointed as Chairman, replacing the former Chairman and
co-founder Grazie Valentini. The CFO role was also replaced, with Marco
Pacini taking the place of Mario Saccone. The former remained however
within the “circle”, being appointed as CFO of Wallaby Spa (also owned by
the family Valentini/Scagliarini families, and which acts as the group’s
investment manager in areas such as financial investments, real estate
operations, coordination of group companies, and provision of
administrative and financial services. Marco Scagliarini is the current CEO
of Wallaby. The current COO of GVS, Matteo Viola, is also the CEO of a new
acquisition in the US, and at the same time member of BoD. We can say
that the power and control in GVS is concentrated, maybe because it
recently went public, or because in general all family founded companies
are like that. Still, keeping separated the role of CEO and Chairman
reduces agency problems, and distributes the power slightly. The BoD has
not appointed yet an Executive Committee, but it appointed two
committees: the Appointments and Remuneration Committee, and the
Control, Sustainability and Risk Committee.
Remuneration: As for CEO’s compensation, 35% of it is fixed , and the rest
is based on the company’s targets, 43% on TSI and 22% on LTI annual
target 23-25, where TSI is the short-term variable incentive, and LTI 23-25
is the long-term variable incentive (Figure 17). The chairman has a totally
fixed compensation, while key managers and executive directors have
similar compensation structure. This remuneration plan was voted with
97% pro and 3% against.

F I N A N C I A L  A N A L Y S I S
Revenues (Figure 19): In 2020, GVS Spa witnessed a remarkable 59.8%
revenue increase, reaching €363.3 million, driven by heightened demand
for pandemic-related products in the Health & Safety and Healthcare &
Life Science divisions. However, in 2021, sales declined to €343 million,
reflecting a -9% organic growth decrease, primarily due to a 37.3% drop in
Health and Safety sector revenues. Despite this, the division saw growth in
the last quarter of 2021, driven by the positive impact of the RPB business
acquisition. In 2022, GVS achieved a robust 15% revenue increase to €392
million, fueled by strategic acquisitions of Haemotronic and STT. The
Healthcare & Life Sciences division notably grew, with an 81.1% surge in
the Healthcare Liquid business to €75 million. As of September 30, 2023,
GVS reported total revenue of €388 million, a 14.5% increase from the first
nine months of 2022. The Healthcare & Life Sciences division witnessed
substantial growth, attributing 38.1% to the Healthcare Liquid business,
offsetting declines in the Healthcare Air & Gas and Laboratory sectors. The
Energy & Mobility division faced a 14.3% revenue decrease, while the
Health & Safety division experienced a positive trend with a 9.3% year-on-
year increase in turnover, fueled by sector dynamics and strategic goal
achievements.

G O V E R N A N C E
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The cash-flow earnings of GVS have been on an upward trend since 2017.
The negative cash flow in the year 2017 was a result of capex of 112
million attributed to KUSS acquisition (Figure 20). The dip in the year 2021
because of acquisitions activity carried out including the acquisition of
RPB Group. To conclude GVS has a very strong position in terms of free
cash flow indicating high liquidity for dealing with short term
indebtedness and a guarantee for long term indebtedness.
Profitability margins (Figure 21): Profitability margins have been following
a similar trajectory as the revenue up until 2021 with the highest being in
2020 following a dip in 2021 owing to the surge in demand in 2020 due to
the pandemic and dip in 2021 due to fall in the business of professional
and disposable masks. The drop in 2022 was due to several reasons: delay
in applying the increase in sales price to offset the increase in production
costs relating to raw materials and energy; by normalization of
profitability linked to the lower sales attributable to COVID pandemic;
increase in the item amortization/depreciation attributable to the
acquisitions of RPB, STT and Haemotronic and for the remaining part
attributable to the acceleration of the investment plans implemented by
the Group over the last few years, in order to cope with the necessary
increase in production capacity.
CAPEX (Figure 23): GVS spends approximately 7% of its revenue on capital
expenditures with 5% spent on buying new assets and 2% on maintenance.
Filtration business is a highly capital intensive industry and the fact that
GVS spends only 7% of its income on CAPEX indicates that it grows mainly
via reinvestment in other companies and acquisitions owing to which even
the depreciation of the company grows at a stable rate. Dec 2017 stands
out in terms of CAPEX because of heavy cash outflow of Euro 111 million
to acquire KUSS group. The acquisition was closed on July 17th 2018.
GVS's consistent and substantial investments in capital expenditures
indicate a strategic foresight and a dedication to securing a competitive
advantage. By directing funds towards the acquisition, enhancement, or
maintenance of physical assets, GVS positions itself for long-term success.
This approach not only reflects confidence in the company's current
operations but also signals a proactive stance in adapting to industry
advancements and technological evolution.
Debt (Figure 24): The dynamic nature of GVS's debt profile reveals a
nuanced financial strategy that aligns with the company's broader
objectives. Fluctuations in debt levels suggest a thoughtful and deliberate
approach to capital structure management. Whether leveraging debt for
strategic initiatives or deleveraging during periods of financial strength,
GVS's debt decisions are integral to shaping its risk profile, optimizing
capital costs, and ensuring financial flexibility.
GVS has a positive liquidity from both short term (Figure 25) and long-term
(Figure 26) perspective. Current liabilities exceeded the current assets of
the company in the year 2022 owing to the increase in payables for
indirect taxes, payables to employees and to social security institutions
and advances received from customers owing to the acquisitions of STT
and Haemotronic The increase in other non-current liabilities at 31
December 2022 mainly refers to deferred tax liabilities recognized
following the purchase price allocation relating to the acquisitions of STT
and Haemotronic.
From a long term perspective the company is a good financial health. Also
it is important to consider that since GVS uses debt to mainly to finance its
acquisitions it is convenient to consider that assets from these acquisitions 
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V A L U A T I O N
We issue a SELL recommendation on GVS S.p.A with a 12-month target
price of €2.65, representing a 53.10% downside from its 12/28/2022
€5.65 closing price (Figure 28, Appendix 11). Our recommendation is
based on a Free Cash Flow to the Firm (FCFF) Discounted Cash Flow (DCF)
model incorporating GVS’s historical data continued acquisitions, and
expanding margins. We then run our FCFF DCF model through scenario
and sensitivity analysis to assess the input variability impact on the
implied price.

S E N S I T I V I T Y  A N A L Y S I S
The sensitivity analysis evaluates the impact of varying key financial
parameters on the share price of a company (Appendix 13). Ranging from
changes in the Weighted Average Cost of Capital (WACC) and explicit
growth rates to fluctuations in Capital Expenditure (CAPEX) and the Cost
of Goods Sold (COGS), it is clear to see the adjustments in share prices.
Generally, higher WACC and lower growth rates are associated with
reduced share prices, emphasizing the importance of managing financial
costs and fostering growth. Additionally, the analysis underscores the
significance of optimizing CAPEX and COGS, as fluctuations in these
variables demonstrate notable effects on share prices. 

Source: Team ConsensusFigure 28

shall provide a synergy benefits coming from the combined company in
terms of increased revenue , reduced costs , improved operational
efficiency etc., which shall be higher than the price of acquisition paid.
Cash Flow Allocation (Figure 27): 
Operating Activities: GVS's ability to consistently generate positive cash
flow from operating activities is the lifeblood of its business. This
positive cash flow not only supports day-to-day operations but also
provides a solid foundation for the pursuit of strategic objectives. It
signifies operational efficiency, customer demand, and effective
management of working capital.
Investing Activities: The negative values in investing activities underscore
GVS's commitment to future growth and innovation. These investments
could encompass a spectrum of initiatives, including research and
development, acquisitions, or capital projects. By willingly allocating
resources to these endeavors, GVS positions itself as a forward-thinking
organization, willing to invest in its own evolution and market
leadership.
Financing Activities: GVS's engagement in financing activities, with both
positive and negative values, reveals a company strategically managing
its capital. Positive values may stem from successful capital raises or
equity transactions, indicating investor confidence and support for GVS's
initiatives. Negative values may arise from deliberate debt repayments,
showcasing a focus on optimizing the capital structure and reducing
financial risk.



Supply chain disruption: GVS relies on a complex supply chain system to
manufacture and distribute its products. Disruptions in the supply chain
can lead to product shortages, increased costs, and lost sales. In recent
years, supply chain disruptions have happened as a consequence of
COVID-19 pandemic, the war in Ukraine, and the ongoing global shortage
of semiconductors. These disruptions have caused the company to
experience delays in product shipments and increased costs.
Currency risks: GVS operates on a global level, and its operations are
exposed to fluctuations in exchange rates which could affect the
company's profitability (Figure 30). Direct impact on sales: GVS generates
revenues from sales in a variety of currencies. When the exchange rate
between the euro and another currency, such as the US dollar, changes, it
can affect the value of GVS Spa's sales in that currency. Indirect impact
on costs: GVS also purchases raw materials, components, and other inputs
from a variety of sources.
Interest Rate Risk: GVS relies on borrowed funds (debt) to finance its
operations and utilizes its surplus cash by investing in low-risk, short-
term financial instruments called money market instruments. Changes in
interest rates affect both the cost of borrowing (debt) and the potential
returns on these investments, ultimately impacting the company's overall
financial charges.
Since some of GVS's debt features variable interest rates, they are
exposed to the potential risks of fluctuating interest rates. To mitigate
this risk, the company actively manages its debt portfolio by utilizing
hedging instruments, aiming to minimize or even eliminate the impact of
interest rate changes on its bottom line.
Regulatory Challenges: The medical device and filtration industries are
highly regulated, and GVS must comply with a complex web of
regulations in order to bring its products to market. Changes to
regulations can be costly and time-consuming, and they can also make it
difficult for GVS to compete with its rivals.
Heavy Competition: The medical device and filtration industries are highly
competitive, and GVS faces competition from a number of other
companies, both domestic and international. GVS Spa operates in an
oligopoly market. This means that there are only a few firms that
dominate the market, and they all have significant market power. These
firms engage in extreme competition in terms of price, quality of goods,
technology and also after-sale services for customer retention,
sustainability of products and distribution channels. . GVS being one of
the competitors of this market must carefully manage its decision making
in all relevant matters for all the competitive advantages because
oligopolies are very challenging market structures owing to following
reasons: complexity in product differentiation, inelastic demand, and
heavy investment to enter the market
Economic Downturn: A global economic downturn could lead to decreased
demand for health and filtration products, as businesses and consumers
may have less disposable income to spend on healthcare and other
essential goods. The economic downturn in Italy has had a significant
impact on GVS Spa's revenue and sales. The company's revenue in Italy
decreased by 10% in 2022, and its sales decreased by 8%.

I N V E S T M E N T  R I S K S
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Balance Sheet
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Sensitivity Analysis
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