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GVS is an Italian Family company that has become leader in growing speciality niches of the global
filters industry ($79.2bln) employing a multifaceted strategy: (I) vertical integration in critical
membrane; (II) R&D activities and quality obsession; (III) local-for-local model with global presence;
and (IV) M&A focus. GVS target markets show good growth prospects and attractive competitive
dynamics. GVS is active in Healthcare and Life Science, Energy & Mobility and Health & Safety filter
markets, (€43bln in total), expected to show healthy structural 8% Exp. 22/27 CAGR with low
cyclicality.
GVS's competitive arena, albeit fragmented, has many positive attributes with a moderate level of
competition and strong entry barriers. These good qualities emerge as many peers show high
historical growth, marginality and returns. GVS shows a focus on higher quality niches as
represented by normalised historical mid-teens ROIC (Return on Invested Capital) , low 20s
normalised EBIT margins and HSD organic growth.
The years since its listing on the Milan Stock Exchange in June 2020 (ticker: GVS.MI) the company
has lived through a roller coaster in its financials and stock performance. From Covid to Ukraine,
even usually stable end-markets have experienced major fluctuations and an ill-timed M&A spree
added salt onto the wound.
Our analysis suggests that GVS is finally on the right path to normalisation by 2025 and will again
show the KPIs of a good quality cash generative compounder: (I) High Single Digit organic growth
and (II) EBITDAm% in line with historic 27.5% (III) ROIC above the historic 15%, which are the real
indicators of the financial goodness of the business.
GVS will become again a Quality Growth stock, even if the market is not appreciating it. A blend of
DCF and Peer multiple valuations gives us our €7.07 target (17.9% upside). We expect the company
to restart accretive M&A after 2025, and while not including it in our target, we see this as a positive
optional upside.

Executive Summary

Source: Refinitiv, Company Data, Team Estimates

We initiate our coverage on GVS.MI with a BUY recommendation and a one-year target of €7.07.
The years since listing in 2020 have been extremely volatile and the market is failing to appreciate
GVS as a future quality compounder. We believe that 2025 company guidance is conservative and
we set our estimates 11% above consensus on 2025 Adj. EPS. From our numbers, GVS is trading
with a 23% discount on 2025 peers EV/EBITDA multiples.

Exhibit 1

GVS Financial Summary

Historical Stock Performance

Source: Refinitiv, Team Analysis
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Investment Summary

We recommend a BUY for GVS stock, setting a target of €7.07 per share. The last few years after Covid have
been extremely volatile and we believe that the market is failing to appreciate the normalisation of the external
environment nor the quality of the business model and the favourable competitive landscape where GVS
operates. We expect the company to get back to its full normalised potential by 2025, and post KPIs of a good
quality compounder: GVS will be able to grow high single-digit organically with a ROIC above 15% which is the
real indicator of the financial goodness of the business. We believe that 2025 company guidance is conservative
and we set our estimates 11% above consensus on 2025 Adj. EPS. On our numbers, GVS is trading with a 23%
discount on 2025 peers EV/EBITDA multiples.

An Underappreciated Future Quality Compounder

Founded in 1979 and led by CEO Massimo Scagliarini, GVS is an Italian Family company. As a small player in the
fragmented $79.2bln global filters market, GVS has achieved leading positions in specific global niches (e.g. 11%
mkt shr. in Haemodialysis). The company has grown sales by 17% CAGR in 2017-2023E to €426.8mln in revenues
with a mix of organic growth and M&A. GVS's vision prioritises operational excellence, quality and safety,
innovation, and a customer-centric approach, to fortify its leadership in its niches and enter new ones becoming
a key player in the filtration technology sector. GVS employs a multifaceted strategy to be a winner: (I) vertical
integration: it is one of the few competitors producing filter membrane internally; (II) R&D activities and quality
obsession; (III) local-for-local model: GVS serves clients globally (39% North America, 31% Europe, 17% Asia)
with a local manufacturing presence; (IV) M&A focus: 3 deals in past 3 years adding €127.5mln sales.

GVS is focused on growing speciality niches in the global filters industry that show good growth prospects and
attractive competitive dynamics. Healthcare & Life Science (HC&LS), GVS's main reference market at 63% of
sales and where the company shows stronger leadership, is worth more than $7bln and expected to grow 7% by
2027. GVS is active in most innovative products in the larger Energy & Mobility (E&M) (€25bln in 2022, 3.6% Exp.
22/27 CAGR; 20% of sales) and is a leader in specific high safety products in the Health & Safety (H&S) markets
(€23bln, 8% Exp. 22/27 CAGR; 17% of sales). GVS's competitive arena has many positive attributes with a
moderate level of competition given (I) fragmentation of the market; (II) the custom-made, critical and high
value-added/low unitary weight on client product costs that create higher switching costs for customers; (III)
constant co-development with clients, coupled with efficient engineering, make substitutes challenging; (IV)
high barriers, driven by stringent regulations on quality and safety and wide presence of patents; (V) very low
client concentration; and (VI) highly vertically integrated process that consumes widely available materials.
These good qualities emerge as many peers show high historical growth, marginality and returns. GVS shows a
focus on higher quality niches as represented by normalised historical mid-teens ROIC, low 20s normalised
EBIT margins and HSD organic growth.

Since its listing on the Milan Stock Exchange in June 2020 (ticker: GVS.MI) the company has lived through a
roller coaster in its financials and stock performance: from being one of the major Covid beneficiaries in 2020 to
then hitting debt covenants in 2022 after an ill-timed M&A spree, through a global recession and recovery after
the end of lockdowns, major inflationary shocks and strains to global supply chains, and last but not least
geopolitical tensions after the Ukraine invasion. Even if stable end markets have usually experienced major
fluctuations. The stock price followed the volatility in results: growth swung organically between +54% in 2020
to -24% in 2022. EBITm% fluctuated between 35.2% in 2020 and 14.0% in 2023, and high leverage hit covenants
by the end of 2022. We believe GVS is finally on the right path to normalisation by 2025 and set our 2025
estimates 10% above consensus on 2025 Adj. EPS as we see management's guidance as particularly
conservative on sales (among other reasons: GVS has not included usual historical pricing effects, nor sales
synergies from recent acquisitions, and HC&LS market destocking is coming to an end) and visible on margins (as
plant re-organization after recent M&A will increase operating leverage and reduce fixed costs) with cash
generation reducing leverage to 2x. By 2025, GVS will again show the KPIs of a good quality cash generative
compounder: (I) High Single Digit organic growth and (II) ROIC above the historic 15%: these are the real
indicators of the financial goodness of the business.

5-Years Roller coaster, the Path to Normalisation is Set and Not Priced by the Market

The market is not appreciating GVS normalisation and we think this is where the opportunity lies. We set our
€7.07 target (17.9% upside) as a blend of 2 methods: 75% with a DCF, the best model to incorporate LT
normalised potential (give us a €6.9 target, 15.2% above the current price); 25% a peer multiple valuation on
2024 and 2025 PE EV/EBITDA and EV/NOPAT multiples (valuation of €7.6 or 26.6% upside).
What about M&A? We actually prove that even 2021 2022 M&A has been accretive (we estimate 17.5% IRR).
With GVS deleveraging fast, and under a few market assumptions (reinvesting to keep max leverage of 3x Net
Debt/EBITDA at average M&A multiple of 15.1x), we estimate that future M&A could create a net present value
of nearly €300mln. However, we don’t believe that the market will pay this in advance and we leave it as future
upside optionality.

Our proprietary ESG assessment highlights a robust GVS sustainability score (A in absolute terms, AA when
measured against its peers), testament again of the quality of the company. The company has demonstrated a
commendable commitment to quality and social responsibility (Social pillar A). However, there is an opportunity
for improvement in the Environmental pillar (BBB) as we see improvement potential in CO2 emissions and waste
reduction targets. As of Governance the presence of strong practices earns GVS a good rating (A). The market
often considers family ownership a detracting factor but we believe this is misplaced, as family provides long
termism in capital allocation decisions, as also proven in 2022 when the family financed GVS below market rates
to avoid covenant breaches, in the belief that the company will quickly regain its margins and reduce leverage.

Quality Business with Leadership Positions

A Quality Growth Company Snubbed by a Shortsighted Market

A Quality Company from an ESG Perspective

Growing End-Market, Attractive Industry and Competitive Dynamics

Exhibit 2

GVS in Numbers

Exhibit 3

GVS’s Corporate Strategy

Exhibit 4

GVS events roadmap

Exhibit 5

Different prices achieved

Exhibit 6

ESG Scores

Source: Team Analysis

Source: Team Analysis

Source: Team Analysis

Source: Team Analysis

Source: Team Analysis
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Founded in Bologna in 1979 by Grazia Valentini and currently led by her son and CEO Massimo
Scagliarini, GVS is an Italian Family company that has made significant steps in the global filtration
technology sector. Via organic growth and M&A, the company has evolved into a worldwide leader
in many filter market niches. Today, GVS is present with 18 facilities globally, encompassing
manufacturing plants, sales offices, and R&D centers. With €392mln of revenues in 2022, GVS is a
small player in the overall $79.2bln global Filter technology market, but has reached leading
positions in few specific global niches. GVS operates across three core divisions (E: (I) Healthcare &
Life Sciences (HC&LS) (63% of revenues in 2022). GVS's solutions find diverse applications in medical
and laboratory filtration, specialising in the filtration and technological separation of liquids and
gases. (II) Energy & Mobility (E&M) (20%). This division focuses on filtration technologies tailored
for the mobility sector, including products such as filters for ABS braking systems, injector filters, and
molecular filtration items for chemical retention and odour control. R&D is now studying
membranes for electric vehicles battery separators and for hydrogen electrolysers. (III) Health and
Safety (H&S) (17%). GVS manufactures filters and components dedicated to respiratory protection
(critical environment FPP3 masks and safety and respirators for industrial and hospital use),
adhering to global quality standards. GVS is among the few vertically integrated competitors that
controls the production of the core component, the membrane. This enables GVS to offer a diverse
range of microfiltration devices with applications in laboratories, medical and pharmaceutical fields,
food and beverage industries, and automotive sectors. While primarily operating as a B2B direct
critical supplier of components in HC&LS and E&M division (OEM customers like med tech
companies, tier 2 and 3 car suppliers, labs and hospitals), GVS sales channel is closer to a B2C one in
within the personal safety division H&S (via distributors for industrial masks, direct to hospitals for
specific HC safety products). GVS is a global company (in 2023, 46% of sales have been generated in
North America, followed by Europe at 30%, Asia at 17%, and the Rest of the World at 7%) (Exhibit 7)
with local-for-local set up (18 production plants in 4 continents close to end markets).
GVS is listed on the Milan Stock Exchange (ticker: GVS.MI), with a €6.0 share price and a market cap
of €1.05bln. Capital is divided in 175mln ordinary shares, of which 60% are owned by Massimo
Scagliarini, while 40% are floating. Shareholder control is in the hands of Scagliarini Family, that
holds 73.68% of voting rights thanks to multiple voting provisions.
Since its listing on the Milan Stock Exchange in June 2020, the company has lived through a roller
coaster in its financials and stock performance. It started being one of major Covid beneficiaries in
2020 to then hit debt covenants in 2022 after an ill-timed M&A spree. In this short time span we
went through a global recession, to a fast GDP pickup after lockdown reopening, major inflationary
shocks and strains to global supply chains, the start of geopolitical tensions with the Ukraine
invasion by Russia and strong inventory cycles in usually stable end markets. The stock price moves
have been the testament of such volatility, having more than doubled to €17.4 in the first 7 months
after IPO down to the lows of €3.0 in 3Q22 to the current €6.0 per share. As we will discuss later,
GVS’s end markets are structurally growing in the long term and offer a good and thriving
competitive environment. To understand and rate GVS means, we need to answer a few very
important questions: what are the normal features of GVS business model once we exit the
2020/2023 period? Can GVS show its past steady organic growth and high margins and returns?
Can GVS business model be considered a quality one? We believe so and we will show this through
our research work.

Company Presentation

Source: Grand View Research, Company Data, Team Estimates

Exhibit 8

GVS’s products for each division

Source: Refinitiv, Company Data, Team Estimates

Exhibit 7

Revenue breakdown by geographical region

Corporate Strategy

GVS envisions a world where well-being and safety thrive in regulated environments, shaping its
strategic approach to fortify its leading market position in specific niches and enter new ones. The
company employs a multifaceted strategy to be a winner. A distinctive focus on (I) Vertical
integration. GVS sets itself apart by focusing on the production of the membrane, a critical
component for filters across various industries. This strategic decision positions GVS uniquely in the
market, as only a small percentage of its competitors engage in the production of this crucial
element. Robust (II) R&D activities and quality obsession. A cornerstone of GVS's strategy is its
commitment to growth and innovation. The company channels substantial know-how into its
products through its research labs, collaborating with clients, renowned hospital labs, and academic
institutions. This innovation-oriented approach empowers GVS to stay at the forefront of
technology. GVS is dedicated to offering tailor-made products, engaging with customers from
conception and design to validation and mass production. Despite its relatively smaller size
compared to industry giants, GVS leverages its R&D capabilities to produce zero-defect, fully
customizable products. This commitment has fostered strong customer loyalty, even from
established companies like Baxter, client for longer than 20 years. (III) Local-for-local model with
global presence. GVS has established a global footprint with its local-for-local approach, ensuring
continuity of supply and close proximity to customers. Past acquisitions have played a pivotal role in
enabling GVS to penetrate emerging markets, particularly in the APAC region. Focus on bolt on (IV)
M&A. GVS boasts a commendable track record of 17 successful M&A transactions spanning over the
last 13 years, strategically executed in key regions like China, the UK, and North America. These
transactions have not only enhanced GVS's market position but have also generated cross selling
synergies, fostering horizontal and vertical integration, geographical expansion, and operational
efficiency. By seamlessly integrating these strategic pillars, GVS aligns its operations with a vision
that prioritizes excellence, innovation, and a customer-centric approach, reinforcing its position as
a key player in the filtration technology sector.

Source: Team Analysis

Business Description

Source: Team Analysis

Exhibit 10

Board composition

Exhibit 9

GVS’s Corporate Strategy



Industry Overview and Competitive Positioning 

The global filters industry demonstrates robust potential with an estimated market size of $79.2bln
in 2023, poised to reach $112.9bln by 2030, expected to grow at a CAGR of 5.2% from 2023 to 2030
(Grand View Research). The industry is vast, but in reality is characterised by strong fragmentation,
encompassing various niches. North America and Europe represent the primary markets,
contributing 39% and 31% of total revenues (Exhibit 11), respectively, while the Asia-Pacific (APAC) is
around 25%. GVS seems a small player with just 0.5% market share (2023E rev of €426.8mln)
compared to the overall market, but the company boasts strong positions in the niches where it
focuses (e.g. 11% mkt shr. in Haemodialysis, 9% in Breathing Systems and Devices, 8% in Filters for
ABS Braking Systems according to IPO prospectus). HC&LS is GVS's main reference market, and
where the company shows stronger leadership. HC&LS market was worth $7.2bln in 2022 and is
forecast to grow by 2027 with a 7.2% CAGR (Report Prime, Precedence Research). GVS has a much
smaller market share compared to overall market, but has larger power in high-end niches in E&M
(€25bln in 2022, 3.6% Exp. 22/27 CAGR; Statista, Grand View Research: Global Automotive filter
market) and H&S markets (€23.3bln, 8.0% Exp. 22/27 CAGR; Statista: Global Personal Protective
Equipment market; Business Fortune Insights: Protective Face Mask market). The expected growth in
the industry is driven by supportive secular trends: (I) Technological Innovations. Rising demand for
innovative solutions for dialysis and infusion procedures, as well as for anesthesia and homecare
breathing systems in HC&LS. Electrification of vehicles (filter content in EVs is higher than in ICE) and
hydrogen production (eletrolyzers capacity seen 5.0x by 2050) are creating opportunities for further
membrane and filtration solutions (e.g. gas separator and battery membranes, air management and
collant particle filters) in E&M. (II) Environmental sustainability and stringent regulations.
Increasing environmental concerns and a global focus on sustainability regulations are driving the
demand for advanced filter solutions that enhance energy efficiency and reduce environmental
impact. This trend is particularly evident in industries such as Healthcare, Laboratories, and
Automotive, where there is a growing emphasis on meeting stringent regulations related to quality
control and emissions. The shift from single-use masks to reusable, more efficient models is part of
this trend, accompanied by a heightened focus on biological risk management after the Covid-19
pandemic. (III) Ageing population and Healthcare expenditure. The ageing population, increasing at
an unprecedented pace, is a crucial factor influencing the markets in which GVS operates. As
highlighted by the WHO, this demographic shift is compelling health systems to prepare for the
challenges associated with an older population. This preparation includes an increase in health
expenditure, particularly in segments like HC&LS.

Market Size and Industry Trends
Exhibit 11

2023E GVS vs Filter market geographical breakdown

Source: Grand View Research, Company Data, Team Estimates

Exhibit 14

EV: more than 1.5x filters content
per vehicle

Source: De Nora’s IPO Prospectus, Statista, Goldman Sachs, Team Estimates

Source: Report Prime, Precedence Research, Company Data, Team Estimates

Exhibit 13

Healthcare and Life Science total GVS’ addressable market

GVS's competitive arena has many positive attributes. We explored GVS competitive positioning
and strategic decision-making process through some highly effective tools. First a Porter model
provides valuable perspectives on GVS’s competitive arena and highlights its positive attributes:
filter sector is made of many different oligopolistic niches that allow strong returns. (I) Internal
Rivalry: MODERATE. GVS’s core component, the membrane, has limited competitors, and the filter
market’s numerous niches result in fragmentation. The competitive landscape is distinct in each
division, with no direct competitor operating across all three simultaneously. In each niche, GVS
stands out by offering custom-made, critical and high value products, creating a higher cost for
customers to switch manufacturers. Recognised competitors in the Healthcare sector include 3M,
Danaher, Sartorius, Parker Hannifin, and Donaldson. (II) Substitute Products: LOW. In HC&LS and
E&M tailored products, constant co-development with clients, coupled with efficient engineering,
make substitutes challenging. GVS’s agility allows cost-effective, large-quantity, high-quality
deliveries. Product substitution risk is higher in H&S except in high safety hospital or hazardous
environment masks where technical quality and brand are crucial. (III) Threat of New Entrants: LOW.
High barriers, driven by stringent regulations on quality and safety and wide presence of patents,
create challenges for new entrants in GVS's highly regulated niches. (IV) Power of Buyers:
MODERATE. Client concentration is very low. In HC&S and E&M the need for zero-defect product,
customization of low volumes batches, co-development of innovation for filter components that are
of low unitary value but are critical into a high-value client product, creates a long-lasting and sticky
client/supplier relationship. Filter manufacturers risk their client relationship mainly when they fail
on safety and quality. In H&S, brand of product becomes important as the market is mainly B2C. (V)
Supplier Bargaining Power: LOW. GVS’s process is highly vertically integrated; even though there
are a few high-risk suppliers on particular polymer products, the majority of purchases are on widely
available materials that GVS processes. GVS has a large number of suppliers: there is no believable
threat of downstream integration.
A Value Proposition analysis assesses how a company leverages these forces to differentiate its
value within the competitive arena. We conduct this examination using a specialised analysis model
developed by a faculty professor at our university, emphasizing long-term value-creation potential.
GVS positioning in its competitive arena scores as highly value accretive. The model analyzes 4
drivers: (I) Business environment: What markets does GVS operate in? As seen, GVS excels in a
highly lucrative sector characterised by substantial profit margins and captivating products,
showcasing exceptional proficiency in delivering high-quality solutions. It strategically navigates the
evolving business landscape by capitalising on the growing trend of operating in niches, thereby
establishing small oligopolies and reinforcing its position as a leader in the industry. (II) Value
proposition: What does GVS offer, and what are the distinctive elements? GVS shows itself as a
strong company with the focus on diversification for filtration solutions, and especially for the
production of the membrane, key distinctive element of each filter solution. This innovative
company boasts a global R&D focus with seven research centers, dedicating on average 7% of
turnover to capital expenses. Prioritising quality and safety, they collaborate with clients in product
development, manage all production phases internally, ensuring total quality control.

Industry Attractiveness

Source: Team Estimates

Exhibit 16

Porter’s Five Forces analysis
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Exhibit 12

GVS’s markets: expected market size and CAGRs

Source: Grand View Research, Statista, Report Prime, Precedence Research

Source: Team and Faculty Estimates

Exhibit 17

Value Proposition Pyramid

Exhibit 15

H2 electrolyzers: a nascent
opportunity
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(I) Strengths: GVS leverages strong customer loyalty and a diversified base, fostering LT
relationships. Value creation is driven by technological know-how and client co-developed
innovation, with over 25% of revenues from patented products. The high IP content across GVS's
portfolio, spanning from proprietary membranes to finished products, necessitates vigilant
monitoring of market developments to avoid obsolescence or non-compliance with regulations. (II)
Weaknesses: the financial burden post-strategic investments, reflected in the non-adjusted
NFP/EBITDA ratio of 5.6x in 2022, limits GVS’s M&A growth strategy. GVS relies on qualified
personnel in R&D and technical manufacturing. The availability of key workers could limit growth. In
H&S, GVS’s size is much smaller than its major peers (3M). (III) Opportunities: in the cyclical E&M
segment, GVS identifies a significant opportunity amid the Green Revolution. Vehicle electrification
presents avenues for growth, including battery separators, ventilation and lighting membranes, and
advanced cabin air filters for electric vehicles. GVS is at an early stage of R&D of gas separator
membranes for green hydrogen. The global green hydrogen economy is estimated to show a 40.6%
CAGR from 2023 to 2032 (Statista, Grand View Research). HC&LS trends are supported by the ageing
global population, leading to an increase in chronic diseases. (IV) Threats: changes in regulatory
policies in different markets could create issues on product suitability. Technological evolution is
one of the differentiating factors and, despite continuous investment by the company (6%), GVS’s
solutions are at risk of becoming obsolete with new technologies. Out of the 3 GVS sectors, while
HC&LS and H&S show more stable growth, E&M (15.9% of revenues) is a more cyclical end market.

Exhibit 21

SWOT Analysis SWOT Analysis

An 85% local-for-local strategy minimises risks through different production sites. Their products
meet global standards, holding CE marking for Europe, FDA for the USA, and other registrations
worldwide. Despite ST healthcare order visibility (2-3 months), the automotive sector faces longer
cycles (6 months). The HC&LS division and H&S for the hospital end market products exhibit low
cyclicality, unaffected by economic shifts, while the E&M division and part of H&S for the industrial
sector are more sensitive to economic fluctuations. (III) Sourcing: How do GVS source raw materials
from suppliers, and what supply chain channels can be employed to deliver the product or service
efficiently and effectively? Suppliers are meticulously chosen based on their internal R&D
capabilities and ISO certifications, ensuring a guarantee of high-quality materials. GVS is vertically
integrated and adopts the highest quality ISO standard in its manufacturing process. Raw material
acquisitions are preferably sourced locally whenever feasible, aligning with a commitment to
support local economies. Risk of excessive supplier influence is mitigated by low supplier
concentration, where the largest supplier constitutes 4.1% of raw material purchases. This approach
safeguards contractual vulnerabilities and underscores a commitment to diversity and resilience in
the supply chain. (IV) Feedback: How do customers validate the goodness of value
proposition? GVS cultivates LT relationships with a dispersed client base (in 2019, the top client
represented 5.1% of revenue, with top 10 income sources accounting just for 31.1% because GVS
serves over 4,600 customers). Clients are extremely loyal, testament of client perception of GVS
proposition. In the 74% of sales sold via B2B OEM channel (HC&LS and E&M), GVS lists client
relationship lasting more than 25 years (e.g. Baxter). In the remaining 26% of sales, distributed via
B2C channels (H&S, third-party distributors), average contracts last 2-3 years. In these segments GVS
boasts strong brand awareness among end users (industrial with GVS masks and Hospital via RPB
brand). Market research in 2020 revealed GVS Group's market shares in Healthcare (10.7%) and
Automotive (18.7%).

Exhibit 19

GVS Competitive Positioning

Source: Refinitiv, Competitors’ Data, Team Estimates

Source: Team Analysis

Exhibit 20

Quality investing: GVS’s indicators

Source: Team Estimates

Analysis of GVS’s competitive position (Exhibit 19) highlights the good characteristics of the
competitive environment as well as the ability of GVS to excel: (I) Fragmented market: many filter
competitors are part of bigger diversified conglomerates. GVS, albeit smaller, is 100% focused on
filters. Market is characterised by different small niches, as shown by few cases of direct competition
with GVS among companies in the analysis. (II) Geographical exposure: GVS is among players with
global reach with a local-for-local approach (Appendix 17). (III) End market exposure: GVS has, via
M&A, diversified into different end markets, while few competitors are more specialised. (IV)
Vertical Integration in membrane production: GVS is among the few integrated players, which is a
competitive advantage. (V) M&A: all companies have grown via M&A, testament that the market is
made up of solid niches with high barriers to entry from greenfield. GVS has grown historically via
acquisitions. (VI) Structural solid market growth: GVS, likewise peers, has shown relevant historical
growth. (VII) High-quality competitive environment (exposure to oligopolistic niches with strong
barriers): many peers show high historical marginality and returns. GVS is among companies who
shows focus on higher quality niches (mid-teens ROIC, low 20s normalised EBIT margins).
These factors not only position GVS favorably within the market but also align with the principles of
Lawrence A. Cunningham's "Quality Investing.” We assess that GVS has all the characteristics of a
Quality Growth business model (Appendix 17): this analysis aims to discern key elements
contributing to GVS's quality and market positioning. The three main categories analysed are: (I)
Markers of Quality. GVS shows mid-high teens normalized returns (ROIC incl gdw of 18.5% before
Covid), above 27% Adj. EBITDAm%, and low capex needs; HSD growth with low cyclicality proof of its
competitive positioning. (II) Patterns of Quality. GVS competitive advantages are rooted in a) its
vertical integration in the critical membrane material, leveraging IPs, patents, and certifications; b)
the company excels in direct distribution, particularly in HC&LS and E&M, with a measured reliance
on distributors in H&S. GVS's commitment to innovation is evident through its R&D-led approach,
customer co-development, and substantial investment in proprietary innovation (average 7% of
turnover to capital expenses with 7 global centers); c) family ownership fosters LT thinking, and the
absence of a superstar culture, coupled with a candid acknowledgment of market challenges,
highlights the company's commitment to responsible innovation, ecological transition, and value
creation for employees. (III) Risks to Quality. GVS faces minimal risks to quality due to its client-
focused co-development model, fostering loyalty through quasi-tailor-made products. The high
proprietary IP content and regulatory qualifications further solidify GVS's collaborative relationships
with clients. In technological innovation, the pace is more gradual than structural, reducing the
danger of rapid obsolescence by end customers.

Competitive positioning

Exhibit 18

GVS’s presence in the world

Source: Company Data



Financial analysis

2017-2019: GVS DEMONSTRATING ITS NORMAL BUSINESS MODEL: GVS has shown to be a 27%
EBITDA margin company, growing mid-high single-digit organic and generating 15-20% ROIC: the 3
years before Covid (2017-2019) were without major external events and can represent the first
example of normal GVS business model trends: organic growth averaged close to 6% (which is similar
to mid-high single-digit Filter market growth we analysed earlier). Between 2017 and 2018 the
company added 14.8% and 23% of sales by acquiring KUSS (E&M division), Adj. EBITDAm% increased
from 21.5% in 2017, when the company first consolidated Kuss (which had lower margins), to 27.2%
in 2019 after the integration. In 2019 GVS achieved an 18.5% ROIC including the goodwill of past
acquisitions, due to Working Capital of around 19% and average Capex on Sales of 5% (Exhibit 29).
2020-2022 FORM MAJOR COVID BENEFICIARY INTO THE EYES OF THE STORM: GVS experienced a
remarkable surge in organic growth in 2020, surpassing 54%, and redirecting its capacity to the
production of Covid masks, contributing to approximately 27.5% of its revenues in 2020 (€100mln)
and an additional €15mln from demand for Air filters in the HC&LS division. This strategic move had a
profound impact on the company's economics: GPm% jumped 570bps to 75.7% and operating
leverage led to a record Adj. EBITDAm% at 39.5%. The sharp increase in plant utilisation and business
operating leverage played a crucial role in this success with ROIC inc. gdw. that achieved
unsustainable levels (43.2%). However, this unexpected windfall and peak in KPIs quickly
transformed into an operational challenge in 2021 and 2022 after a concentration of external
negative events coupled with own mistakes: Covid business disappeared as of 2H21; the end of
global lockdown created a sharp global GDP rebound leading to supply chain disruptions in 2021;
Ukraine invasion in 2022 hit demand and exacerbated energy costs inflation; GVS ill-timed important
M&A in 2021/22, levering the Balance Sheet just ahead of rate rises. In 2021 and 2022, GVS faced a
slew of adverse trends: overall organic growth posted a -14.8% in 2021 and -24.1% in 2022 as Covid-
related business disappearance had a stronger negative impact than the recovery of ex covid business
starting in 2021 (+20% in 2021 after the lockdown reopening). The company was able to grow at a
consolidated level only as it acquired 3 companies (RPB, STT and Haemotronics) between 1H21 and
1H22 adding around 33% to 2022. Such strong volatility in sales affected margins considerably: 1)
GPm% contracted by 375bps in 2021, and more in 2022 reaching a low of 64.0%. The loss of higher
margins Masks revenues was compounded by the impact of higher raw materials starting in 2H21
(360bps contraction of the ex-Covid Underlying GPm% starting in 2H21) (Exhibit 26). EBITDA margins
dropped to 31.5% in 2021 and 20.2% in 2022 as negative operating leverage kicked in numerous GVS
plants (including those acquired in 2021 and 2022 with RPB, STT and Haemotronics) were left empty
as the company still had to start its M&A integration process and had to respond to the sharp drop of
masks volumes. On top of this, energy and transport costs increased from 3.2% of revenues in 1H
2021 to 6.5% by 2H22 (Exhibit 27). GVS returns cratered: ROIC inc. gdw. contracted to 5.0% in 2022
from the normalised 11% of 2018 exacerbated by the increase in working capital (from 12.6% of
revenues in 2020 to 27.6% in 2022) as the company had to increase inventory to manage the strains in
global supply chains and the higher goodwill from acquisitions (Exhibit 29).

What is normal for GVS? Analysis of 2018-2023
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Exhibit 26

Gross Profit margin: Stated vs Underlying (excl. Covid & non-recurring)

Source: Company Data, Team Estimates

Source: Refinitiv, Company Data, Team Estimates

Exhibit 25

Revenues and Margins

Source: Company Data, Team Estimates

Exhibit 23

Revenue Growth Decomposition

Source: Company Data, Team Estimates

Exhibit 22

Revenue by Division

Source: Refinitiv, Company Data, Team Estimates

Exhibit 24

Revenue breakdown by Division

Exhibit 28

ROIC (excluding Goodwill) vs Invested Capital

Source: Refinitiv, Company Data, Team Estimates

The last 5 years in the global economy have been one of the most volatile, due to the explosion of
Covid-19 in 2020, the strong macro upswing following the end of the lockdowns that created global
supply chain strains and the surge of inflation, and, last but not least, the geopolitical tensions
following the Ukraine war in 2022 causing wild energy price swings. GVS itself added to the volatility
with an ill-timed M&A campaign leveraging the company in 2021. What is a normal picture of GVS
financials? In the past 5 years growth has swung organically between +54.3% in 2020 to negative -
24.1% in 2022. GPm%, close to 70% in the past, has swung to 75% in 2020 and below 65% in 2022. Adj.
EBITm% fluctuated between 35.2% in 2020 and 14% in 2023. We believe it is key to assess what are
the normalised KPIs of GVS’s business model to value the stock properly.

Exhibit 27

Energy and Transport Costs

Source: Refinitiv, Company Data, Team Estimates

Source: Refinitiv, Company Data, Team Estimates

Exhibit 29

Working Capital and Capex
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In September 2023, management set 2025 financial targets to bring GVS back to its normalised
potential: (I) Return to organic revenues CAGR of 5% to €473mln, driven by new product launches
following the restarted post covid co-development initiatives with clients. (II) Full recovery of
potential margins: EBITDA margins guided to 27/28% by 2025, after the completion of the integration
process concerning the recent acquisitions. (III) Sharp de-leverage: Adj. Leverage ratio (excluding
€75mln Shareholder’s loans) down to 1.2x to circa €165mln in 2025 from the €275mln estimated by
GVS for 2023. (IV) A holiday from new M&A until it reaches a 1.3x adj. leverage ratio.
We believe GVS will have recovered its normalised financial KPIs by 2025 and will be able to restart
MHSD organic growth coupled with renewed M&A as of 2026.
We are aligned to guidance on 2023 while we are above on 2025 estimates at 2% above consensus
on revenues, 3% on EBITDA and 11% on Adj. EPS. We see management's guidance as particularly
conservative as there are reasons for stronger organic revenue growth: (I) GVS has not included
pricing effect while in history it has always been close to 3%; (II) the company is increasing membrane
capacity in liquid filters in the HC&LS division on products where it was overbooked; (III) organic
growth guidance do not include sales synergies from recent acquisitions, which have already shown
significant growth, such as RPB masks sold globally and Haemotronics products sold to new GVS
clients; (IV) destocking in HC&LS is coming to an end as indicated by Sartorius’ CEO Joachim Kreuzburg,
on 26/1/2024 (Exhibit 32); (V) E&M division might reap successful research in EVs (Higher filter content
per car vs ICE vehicles) and hydrogen products (Electrolysers filters in partnership with global leader
DeNora). We believe GVS will be able to become again highly cash generative. We 2025, its 27/28%
EBITDA margin targets as (I) GPm% trend will normalise around 70%, (average value before the latest
shocks); (II) plant re-organization will increase operating leverage and reduce fixed costs by
concentrating production in fewer sites; (III) energy and transportation costs will normalise further.
We expect strong deleverage by more than €50mln per year to around 2x Net Debt/EBITDA by 2025
(1.62x Adjusted) thanks to Working Capital on Sales normalising to 20.7% in 2025 (its value before the
latest shocks) as inventories have already begun to normalise in 3Q23 and new GVS’s CFO has adopted
new policies on DSO and DPO. In our estimates, from 2025 onwards, GVS will show again the KPIs of
a good quality compounder: (I) GVS will be able to grow High Single Digit organically at least as the
market (5.2%, Exhibit 31) (II) Adj. EBITDAm% 27.5% on revenues will lead to ROIC ex gdw at or above
historic 15% and especially ROIC including gdw close to 10%, which are the real indicator of the
financial goodness of the business. What about M&A? This deserves a little focus.

2023: Still raining but at least we have an umbrella: seeding for normalisation
After such a messy 2 years, it is clear that the market would start doubting the quality of the
business model: a) margins and return contracted to very low levels b) the company was not able to
show its pricing power as soon as inflation hit c) organic growth was extremely volatile and d) to add
salt to the wound the high leverage (5.6x Net Debt/Ebitda in 2022) (Exhibit 30) led GVS to breach bank
covenants and raised questions on the management ability to perform M&A and e) 1H23 lagged
Covid effects led to a negative surprise in HC&LS with destocking from clients citing extraordinary
orders in 21/22 at the surge of supply chains issue. However, it was between the end of 2022 and the
beginning of 2023 that we spotted the first signals of GVS responding: (I) the controlling family
showed its commitment to the company by subscribing to a shareholders’ loan at the end of 2022 to
avoid a higher spread on bank interest rates after the potential breach of covenants. The Scagliarini
Family has conceded a €75mln loan at a rate 100bps lower than 6 months Euribor. The cash is
reinvested in an escrow account (earning market rates) and, if used by the company, it will mean the
family will not receive any interest on the loan. We believe that the Scagliarini Family has shown its
belief in LT company strategy and in the ability to recover correct margins leading to a fast deleverage
potential of the company, as shown other times in the past. (II) GVS showed that its Pricing Power
was intact, although with a lag: a series of list price increases (total of circa 5%) confirmed GVS’s
ability to recover its GPm%. In 1H23 GPm% grew to 400bps, from the 63.3% registered in 2H22, setting
the company on track to achieve past levels again (70%). (III) Management focused back on
Operational Efficiency and M&A Integration: GVS eventually started its integration and
rationalisation plan targeting a reduction from initial 18 plants, concentrating US manufacturing set
up in Findlay, while shifting volumes from the US and Puerto Rico to Mexico and concentrating the
Chinese capacity in only 2 plants. We estimate also a around 10% reduction in fixed costs absorption.

2023-25 Normalisation at last. 2026 onwards at full steam

Exhibit 30

Historical Net Debt Position

Source: Refinitiv, Company Data, Team Estimates

Source: Grand View Research, Report Prime, Precedence Research, Statista, Team Estimates

M&A Strategy
We need to spend a last word on M&A to understand management's ability to perform GVS's
inorganic strategy as the last 3 deals have seen an unlucky timing and created, in 2H22, strong
pressure on GVS stock price. We believe that even with the last deals, the company is creating value.
GVS's M&A journey has been more than a mean of expansion: it's been a core strategy for staying
relevant and competitive in the 3 sectors in which GVS operates. With 17 acquisitions since 2009, GVS
strategically secured niches and strengthened its competitiveness. Despite the bad timing, given
external volatility in 2022, our analysis shows that the company is achieving high-quality double-digit
returns from recent M&A transactions. After just 2 years of acquisitions, GVS is showing relevant
revenues and margin increases in all the 3 companies acquired, a testament to the ability to choose
interesting assets, achieve operating efficiency and generate revenue synergies (Exhibit 34). While
initial multiples appeared full, especially in STT and Haemotronic case, paid respectively 21.1x and 15x
EV/EBITDA vs average sector M&A multiples of 15.1x and average historical sector market trading
multiple of HC&LS peers of 18.8x, after just 2 years the implied EV/EBITDA multiples paid have fallen
substantially thanks to strong top-line growth (Haemotronic and RPP) or margin accretion (RPB and
STT) to levels well below GVS trading multiples, signaling value accretion. We estimate that GVS is
earning IRRs above 17.5% under normalised assumptions (5 years DCFs, adopting average Filter
market growth rates of 7.8%, flat 2023 to 2027 EBITDA margins and Exit value estimated using 3
different EV/EBITDA Multiples: GVS 2025 trading multiple, 10 years Avg. Hist. Filter Peers multiple,
and Current Filter Peers EV/EBITDA multiple) (Appendix 13).

Source: GVS’ Competitors’ Financial Presentations

Exhibit 32

Competitors’ comments on destocking

Exhibit 34

GVS’s last years M&A Analysis

Source: Refinitiv, Company Data, Team Estimates

Source: Company Data, Team Estimates

Exhibit 33

GVS Cash Flows

Exhibit 31

GVS’s markets revenue growth projections
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Source: Team Estimates

Valuation

Source: Refinitiv, GVS’ Competitors’ Financial Presentations, Company Data

We believe that GVS will show its full potential by 2025. But is the market discounting it or is it an
opportunity? We think it is an opportunity. Assessing the valuation of GVS proves challenging for
market participants due to the absence, over the past five years, of a demonstrable realisation of the
normalised potential of the business. We are strong believers in this opportunity and we set our
€7.07 target (17.9% upside) using a blend of a DCF and a 2024-2025 multiple valuation.

DCF Valuation Price Sensitivity
We think that the best Valuation model that incorporates LT normalised potential is a DCF that gives
us €6.91 target, 15.2% above the current price. GVS valuation relies on a Three-Stage DCF model
(Annex 09): recovery of historical KPIs in 2024-2025, a second stage in which 2026-2030 shows GVS's
full potential in ROCE (above 15.0%) and organic growth (around 7%) while incorporating a third stage
fading period to 2033 and a 3% long-term growth rate. DCF highlights a 22% EBITAm% on revenues as
a normalised value achievable by GVS in the next analysed years. Terminal value implies a lower
EBITAm% of 20% and a ROIC of 15.6% in line with the GVS 2022-2032 average. WACC is already
optimised using 2025 2.0x Net Debt/EBITDA. Our 8.1% WACC does not include neither a penalisation
nor a benefit from ESG implications as we rate the company a good one in terms of sustainability.

Peers Multiple Valuation
Using 2024 and 2025 PE EV/EBITDA and EV/NOPAT peer multiples provides a valuation of €7.56
(26.6% upside). This only partially embeds full normalisation as GVS, especially in 2024 has not fully
shown its potential yet. GVS discount to peers might integrate a risk premium related to recent GVS
issues which we think will be all solved. The team selected peer companies for the multiple valuation
(Exhibit 35), based on competitive business models in similar sectors, even if part of larger
conglomerates or client businesses with similar top-line dynamics as GVS (Annex 07). We divided
peers on their end market exposure and calculated weighted average multiples based on GVS sector
exposure on sales.
We find a strong support to our BUY recommendation looking at multiples with a different
perspective: we think that the true opportunity lies in sector multiple normalisation. Thus, it's crucial
to recognise the influence of the past five years' volatility even on sector multiples. All three
subsectors have traded at higher 10-year average multiples than the spot. This is understandable,
especially in HC&LS which has gone through a major unexpected destocking in 2023. Using
normalised ten-year peers historical average multiples (14.2x) (Exhibit 39) on 2025 normalised GVS
data should be a more appropriate method to feel the opportunity if everything goes to plan in GVS
and sector trends get back to historic norms. This approach would show a 59% upside to €9.57
valuation (Annex 10).

Sensitivity and Monte Carlo
As with every DCF, valuation is extremely sensitive to Terminal value variables. This is especially true
as GVS is going to show normal KPIs (growth, returns) only in the medium-long term (TV is 59.9% of our
DCF EV). Our target would change +/-13.7% on every 50bps change in WACC and +/-8.2% on every
50bps change in terminal growth. Our terminal value assumes a 20% EBITAm% and a 15% ROIC, lower
than in the normalisation and fade period 2026-2033 and back to historical averages. A +-100bps of TV
EBITAm% would give a +/-5.8% change to our target.
A Monte Carlo analysis tells us another important point: instead of using a standard Gaussian
distribution of outcomes, if we incorporate the strong past 5 years' volatility of the different variables
that define ROIC (wider and fatter tails of the distribution of variables we analysed, i.e. Growth% on
Revenues, NOPAT% on Revenues, Change in Working Capital and Change in Capex) we end up with a
very wide range of valuation outcomes. This is a testament that, while normalisation is feasible, it is
not without risks. We think such risks are balanced by the upside potential we have analysed in the
context of market multiples normalisation.

M&A Opportunity
A last silver lining: DCF is not incorporating an important part of GVS's strategy, namely M&A. We are
convinced of GVS's skillful management of M&A, creating value through synergies and operational
improvements as discussed earlier (Exhibit 34). In our assumptions, the company will be again
positioned at a favourable Net Debt/EBITDA ratio by the end of 2025, so that it can restart its M&A
strategy as of 2026. Under a few market assumptions (Max leverage of 3x Net Debt/EBITDA, average
M&A multiple of 15.1x, and past achieved IRRs) (Annex 13), GVS could invest up to €220 million in 2026
and, applying similar cash generation through time, deleverage again in 3 years and buy further
companies as early as 2029. A simple DCF shows that future M&A from 2026 to 2029 could create a Net
Present Value of nearly €300 million which is a 29% of current market cap and highlights GVS's
capability to leverage its financial strength and historical success for future M&A efforts. However, we
don’t believe that the market would pay this in advance, waiting first for GVS to show its recovery,
especially after the experience of 2021 and 2022.

Source: Team Estimates

Exhibit 38

DCF Valuation Monte Carlo analysis

Exhibit 37

DCF Valuation Sensitivity (WACC and growth rate)

Source: Team Estimates

Exhibit 36

Peers Multiple Valuation

Source: Refinitiv, Company Data, Team Estimates

Exhibit 40

Past M&A Value Creation Analysis

Source: Team Estimates

Exhibit 39

Sector M&A Multiples and Average Trading Multiples

Exhibit 35

Selected Peers Multiples

Source: Refinitiv, Company Data, Team Estimates
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GVS materiality matrix
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Our proprietary ESG assessment (Appendix 22) highlights GVS impressive sustainability score of A in
absolute terms and an AA when measured against its peers, with the rating scale ranging from AAA
to CC (Appendix 22). Our evaluation involved a comprehensive analysis of GVS based on 34 metrics
(Exhibit 42), followed by benchmarking against 11 selected peers operating in the three sectors
where GVS is active. Comparing our ESG score with other reputable third-party providers, such as
MSCI, ESG Bloomberg, Sustainalytics, Refinitiv, and Factset, we observe alignment in the ratings,
indicating a consistent qualitative standing within the average or above. Our ESG analysis is anchored
in the materiality matrix (Exhibit 41), providing a robust framework to explore the core impacts the
company generates. We adopt a double materiality approach as we consider how sustainability
themes are important in determining the company business model and the company strategy. GVS
demonstrates a robust commitment to sustainability in addressing a broad spectrum of stakeholder
expectations and needs. Moreover, we cosidered GVS adherence to five out of seventeen Sustainable
Development Goals (SDGs) by UN Global Compact (Exhibit 43).

Environment
The Environmental pillar score is BBB. The company put in place several policies, however there is
room for improvement in the quantitative metrics. We took into consideration 13 quantitative and
qualitative metrics. GVS has implemented a water efficiency policy as part of its commitment to
minimising waste and optimising water usage and provides environmental management training.
This indicates an effort to educate and engage employees in environmentally responsible practices,
potentially leading to better overall sustainability performance. Despite implementing energy
efficiency policies, the total energy use to revenues is very high. This may indicate that the company
has significant energy requirements in its operations. Further efforts might be needed to optimise
energy consumption and reduce the environmental impact. 27% of the current energy supply is
sourced from renewable sources, indicating the potential for further improvement in this area.
However, when examining selected peers' data, it becomes evident that GVS stands out as a notable
exception, as many of its peers fail to disclose this crucial information. Looking at GVS's emissions and
waste, the numbers aren't promising. Both CO2 emissions and waste relative to revenues are high,
especially when benchmarked against industry peers. Looking forward, GVS aims to achieve carbon
neutrality by 2040. However, it's crucial to note that GVS currently lacks both net-zero and science-
based targets. Focusing solely on carbon neutrality may not be sufficient, as it misses the mark on
setting specific targets to reduce various greenhouse gases comprehensively. GVS should consider
adopting net-zero targets aligned with the trajectory to limit global temperature increases to 1.5°C.
Additionally, the absence of clear science-based targets raises questions about the effectiveness of
GVS's emission reduction efforts. It's noteworthy that the majority of GVS peers lacks science-based
targets and Net Zero Targets. Moreover, none of GVS activities is eligible under EU taxonomy. We
believe the company is tackling this issue as it is preparing a new ESG plan focused on
Environment. Moreover the company has declared to adhere to SDG 13 Climate action.

Social
In the Social pillar, GVS attains a rating of A, underscoring its commitment to delivering high-quality
products while maintaining a vigilant approach to social responsibility throughout the production
process. The company's unwavering focus on quality is evident, with no registered product quality
controversies and a notable 100% of products being QMS certified. GVS has established key policies,
including a validated Human Rights Policy, Employee Health & Safety measures, and Whistleblower
Protection. However, benchmarking against peers reveals that these policies, while essential,
represent the baseline standards followed by most companies in the industry. Notably, GVS
demonstrates a commitment to supporting the local community by sourcing from local suppliers
(67% of suppliers). This practice aligns with efforts to reduce transport costs and decrease CO2
emissions. Nevertheless, the relatively low percentages of new suppliers chosen based on
environmental (10%) and social (11%) criteria signal areas for improvement. While GVS boasts a
higher percentage of women on staff (60%) compared to peers, it does not disclose its gender pay
gap. Additionally, the company falls below the industry average in terms of training hours (18 hours),
despite having a consistent training policy aligned with the material topic of staff development. These
aspects present opportunities for GVS to further enhance its commitment to social responsibility and
sustainable practices. Four out of five SDGs pursued by GVS are related to the social pillar (Exhibit 43).
This again shows the commitment toward the social topics.

Governance
In the realm of governance, GVS, as a family-owned business, is positioned as best-in-class, earning
an absolute score of A. Key notable indicators include a commendable 98% board attendance, 56%
independent board members (Appendix 19), and the presence of an independent chair. Furthermore,
the linkage of CEO and executive variable remuneration with ESG strategic objectives enhances the
company's governance practices. The establishment of a sustainability committee further bolsters
GVS's governance standing, contributing to our positive assessment. However, a potential challenge
emerges upon closer scrutiny: shares with multiple voting rights. Following inclusion in the special
register, shareholders become eligible for double voting rights after 24 months. This arrangement
has the potential to concentrate decision-making power among a select few, posing a risk to
corporate governance balance. GVS Group S.p.A., the holding company, owns 60% of the shares and
nearly 74% of the voting rights (Exhibit 46). While GVS demonstrates positive results and alignment
with peers in other key factors, its family ownership structure is usually considered a detracting
factor. We believe this is misplaced. Family provides long termism in capital allocation decisions, as it
has been proven in 2022 when the family financed GVS below market rates in the belief that the
company will shortly regain its margins and reduce leverage quickly.

Exhibit 46

GVS’s Shareholders

Source: Refinitiv, Company Data

Exhibit 42

Key ESG metrics

Source: Team Analysis

Exhibit 44

ESG ratings of GVS

Source: Sustainalytics, MSCI, Refinitiv, Factser, Bloomberg ESG

Exhibit 45

Benchmarking GVS vs Peers

Source: Team Analysis

ESG

Source: Company Data, Team Estimates

Exhibit 43

Sustainability commitments

Source: GVS website



10

Source: Team Analysis

Investment Risk

Exhibit 46

Relevance formula
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Appendix 03 – Balance Sheet

Appendix 04 – Adjusted Figures

Appendix 05 – Key Financial Ratios
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Appendix 06 – GVS Valuation Multiples

Appendix 07 – Peers Comparison

Appendix 08 – WACC

COST OF EQUITY
The Equity Risk Premium (ERP) is determined by considering the average provided by Damodaran for North America, Europe, Asia, and the Rest of the World.
This average is weighted based on the respective regions' percentage contribution to GVS's total revenues. The Risk-Free Rate (Rf) is calculated as the weighted
average of the risk-free rates for the same regions, utilizing the yields of 10-year government bonds (e.g. US10Y Govt Bond, EU10Y, etc.) among others. In
determining Beta (𝛃), an average is computed by leveraging data from reputable sources like FactSet, Damodaran, and Bloomberg.
Cost of Equity (Ke) = Risk-Free Rate (Rf) + Beta (𝛃) x Equity Risk Premium (ERP)

COST OF DEBT
We estimated the Cost of Debt (Kd) through our leverage analysis model: the Kd is given by the spread based on coverage ratio at 2023 end plus the Risk-Free 
Rate. The data are based on the interest coverage ratio given by Damodaran.

WACC = Ke x E/EV + Kd x D/EV x (1 – t)
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Appendix 09 – Discounted Cash Flow

Appendix 10 – Multiple Valuation
GVS Multiple Valuation Average Historical Sector Multiple Valuation

Peer Multiples Valuation by sector

GVS Premium (discount) based on consensus, team estimates and peer average multiples
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Appendix 11 – Sensitivity Analysis

Appendix 12 – Monte Carlo Simulation

Our valuation through Monte Carlo analysis suggests a target price of €6.9. To perform the analysis, we considered the mean and standard deviation values over

a 6-year period (2018 to 2023), leading to results that are less influenced by the volatility that has occurred over the past 4 years.The distribution shows a 51%

probability that the value of the stock will range between €4.5 and €5.5, with a greater weight on the right tail than on the left tail, as a consequence of the

assumptions.
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In our assumptions, GVS will be again positioned at a favourable Ne
Debt/EBITDA ratio by the end of 2025, so that it can restart its M&A
strategy as of 2026. Under a few market assumptions (max leverage of 3x
Net Debt/EBITDA, average M&A multiple of 14.6x and past achieved IRRs
of 17.5%), GVS could invest up to €220mln in 2026 and, applying similar
EBITDA cash conversion of 38.5% over time, deleverage again in 3 years
and buy other companies as early as 2029. A DCF shows that future M&A
investments from 2026 to 2029 could create an NPV of up to €284mln and
highlights GVS’s capability to leverage its financial strenght and historical
success of future M&A efforts. However, we do not believe that the
market would pay this in advance so it is not included in our price but a
testament of GVS’s quality business model and inorganic opportunities
that could be created in the future.

Appendix 13 – M&A

Our analysis of the last 3 GVS’s acquistions that accounted for a total of around €392mln: RPB acquired for €129.2mln in 2021, STT for €50.6mln in 2022, and
Heamotronics for €212mln in 2022) leads to an average IRR of 17.5%. We took in considerations financial data regarding acquisitions given by the company
through its financial statements and presentations and our estimates for future impact of each acquisition.
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Appendix 14 – GVS Markets Data

Appendix 15 – GVS’s Clients

Appendix 16 – Competitive Positioning
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Appendix 17 – GVS Quality Growth Business Model Analysis

LAWRENCE A. CUNNINGHAM, TORKELL T. EIDE & PATRICK HARGREAVES. "Quality investing owning the best companies for the long term".

Appendix 18 – Porter's 5 Forces
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Appendix 19 – Board of Directors
Board of Directors composition

Ownership Top 15 Institutions & Top 5 Insiders

Appendix 20 – Ownership

Appendix 21 – Key ESG Metrics
Key ESG metrics taken into consideration in our proprietary model
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Appendix 22 – ESG Model

Environmental metrics

Social pillar metrics

Governance pillar metrics

ESG Model Explanation
In developing our ESG model, we analyzed 36 key metrics for GVS and its industry peers. Each metric was considered within a range spanning from average
plus or minus 0.05 of average. Subsequently, we determined whether the metric fell above, below, or within this range and associated a positive evaluation
accordingly. For example, if the metric "Energy use to Revenues" for a company exceeded the average with one standard deviation, it was considered a
negative result. Next, for each ESG pillar, we calculated the number of positive metrics relative to the total metrics within that pillar. In this way we
determined the pillar score. The overall ESG score, encompassing all pillars, was instead computed as a weighted average of the pillar scores. The weights
assigned were 25% for Environment, 40% for Social, and 35% for Governance. This is to reflect the higher relative importance of outmost perfect quality and
safety to the business model of GVS (Social aspects related to employees), the investors focus on Governance as GVS is a family-owned company, while in
terms of environmental aspects GVS is not a critical sector. To simplify the measures, we converted them to a scale ranging from 0 to 100. GVS's absolute
rating is the weighted average of each score. For the relative rating, we normalized the scores, obtaining various percentiles. Different ratings were assigned
based on the percentiles, creating a nuanced evaluation of GVS's ESG performance.

Relative ESG rating: GVS vs peers

Absolute GVS rating per pillar & overall absolute rating 

Rating & score range
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