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SME investing requires some work

▪ Over 30 companies on the Oslo stock exchange have no analyst coverage at all
▪ 68 companies are covered by less than three analysts

▪ This increases the opportunities for finding shares that are incorrectly priced (too low AND too high)

▪ Lack of analyst coverage can in some cases be a signal in itself
▪ Analysts may have done preliminary work on the company and concluded there is not enough upside for it to be interesting

Analyst: Paul Harper +47 24 16 91 82 (paul.harper@dnb.no)

MUST BE READ IN CONJUNCTION WITH PUBLISHED DNB MARKETS RESEARCH 

Source: Bloomberg (underlying data), DNB Markets (further calculations)
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Understand the history of the company

There are two types of interesting SMEs:

▪ Successful micro-caps

Analyst: Paul Harper +47 24 16 91 82 (paul.harper@dnb.no)

MUST BE READ IN CONJUNCTION WITH PUBLISHED DNB MARKETS RESEARCH 
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Understand the history of the company

There are two types of interesting SMEs:

▪ …and failing large-caps

Analyst: Paul Harper +47 24 16 91 82 (paul.harper@dnb.no)

MUST BE READ IN CONJUNCTION WITH PUBLISHED DNB MARKETS RESEARCH 
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Understand the history of the company

Analyst: Paul Harper +47 24 16 91 82 (paul.harper@dnb.no)

MUST BE READ IN CONJUNCTION WITH PUBLISHED DNB MARKETS RESEARCH 

▪ A growth story is essentially an investment case that the historical trend continues into the future
▪ Why has it been successful so far and what can go wrong?

▪ A ‘turnaround’ story is essentially an investment case that the historical trend does not continue into the future
▪ What went wrong and why is this going to change

▪ Be wary of value traps

▪ Turnaround situations can become very complicated and often attract sophisticated specialist investors

▪ If you do not understand the historical share price movements, don’t expect to be able to predict future moves

Source: Bloomberg (underlying data), DNB Markets (further calculations)
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If you are buying, who is selling and why?

Analyst: Paul Harper +47 24 16 91 82 (paul.harper@dnb.no)

MUST BE READ IN CONJUNCTION WITH PUBLISHED DNB MARKETS RESEARCH 

▪ Be very suspicious if management have sold stock over the past year or two
▪ Check www.newsweb.no for insider transactions

▪ Is there a financial investor that may be looking for an exit strategy?

▪ Is it a company with ‘fast money’ investors or long-term share holders?
▪ ‘Fast money’ stocks are more likely to over-shoot fair value in both directions

▪ Forced selling from leveraged investors can create opportunities but requires careful timing

http://www.newsweb.no/
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Listen to the market signals

Analyst: Paul Harper +47 24 16 91 82 (paul.harper@dnb.no)

MUST BE READ IN CONJUNCTION WITH PUBLISHED DNB MARKETS RESEARCH 

▪ The trend is your friend (invest with a tailwind, rather than fighting a headwind)
▪ Don’t try to time peaks and troughs

▪ Are analyst’s earnings estimates (and your own estimates) trending up or down?
▪ Provides a simple illustration of management’s track record (under promise and over-deliver or vice versa?)

▪ How are the shares of similar companies performing?

▪ Define a stop-loss level in advance of entering a trade and stick to it
▪ In most cases, the market is more likely to be correct than you are (wisdom of crowds)

Source: Bloomberg (underlying data), DNB Markets (further calculations)
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Does the company need more capital?

MUST BE READ IN CONJUNCTION WITH PUBLISHED DNB MARKETS RESEARCH 

▪ SMEs have fewer financing alternatives than large cap companies
▪ Bond markets are not always an option

▪ Investors are less willing to invest in SMEs in periods of market volatility

▪ Do existing loans need to be refinanced?

▪ Is additional capital need to finance continued expansion?

▪ What are the consequences if capital is not available?
▪ Slower growth or bankruptcy?
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Crayon

MUST BE READ IN CONJUNCTION WITH PUBLISHED DNB MARKETS RESEARCH 

▪ Strong double digit organic growth profile
▪ Crayon provides software asset management consulting to help customers reduce software costs

▪ Attractive valuation at 11.8x 2020 P/E

▪ Possible takeover candidate
▪ Competitors SoftwareONE and Softline have acquired significant stakes in Crayon

Crayon share price Crayon consensus EPS estimates

Source: Bloomberg (underlying data), DNB Markets (further calculations)Analyst: Paul Harper +47 24 16 91 82 (paul.harper@dnb.no)

5

10

15

20

25

30

07.11.2017 25.02.2018 15.06.2018 03.10.2018 21.01.2019 11.05.2019

0.0

0.5

1.0

1.5

2.0

2.5

27.11.2017 14.03.2018 29.06.2018 14.10.2018 29.01.2019 16.05.2019

2019 2020



10

Scatec Solar

MUST BE READ IN CONJUNCTION WITH PUBLISHED DNB MARKETS RESEARCH 

▪ Develops, builds, owns and operates solar power plants

▪ Plants are located in emerging markets

▪ Argentina, Brazil, Czech Republic, Egypt, Honduras, 

Jordan, Malaysia, Mozambique, Rwanda and South Africa

▪ Market Capitalisation NOK9bn
▪ 3rd largest company by free float market cap in the Oslo Small 

Cap index
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Scatec Solar

MUST BE READ IN CONJUNCTION WITH PUBLISHED DNB MARKETS RESEARCH 

▪ Strong structural demand growth for electricity generation in emerging markets 

▪ Solar power ticks the boxes for investors looking for ESG compliant investment ideas

▪ The company has a focus on risk management 
▪ Projects are structured as standalone companies to limit risks for the group

▪ Contracts are long-term with inflation adjustments and priced in USD or EUR

Scatec Solar share price Scatec consensus EPS estimates

Source: Bloomberg (underlying data), DNB Markets (further calculations)Analyst: Paul Harper +47 24 16 91 82 (paul.harper@dnb.no)
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Europris

MUST BE READ IN CONJUNCTION WITH PUBLISHED DNB MARKETS RESEARCH 

▪ Solid underlying growth trends despite disappointing Q1 results
▪ Underlying like-for-like growth at around 5% (2020e consensus EPS was only modestly trimmed after Q1)

▪ P/E multiple of around 10x indicates the market is pricing in further estimate cuts
▪ The market is assuming the weak EPS trend from 2017/18 will continue

▪ Positive share price momentum still intact despite Q1 results disappointment

Europris share price Europris consensus EPS estimates

Source: Bloomberg (underlying data), DNB Markets (further calculations)Analyst: Paul Harper +47 24 16 91 82 (paul.harper@dnb.no)
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DISCLAIMER
This note must be read in conjunction with published research notes and/or DNB Analyst Communication of DNB Markets.

This note (the “Note”) must be seen as marketing material and not as an investment recommendation within the meaning of the Norwegian Securities Trading Act of 2007 paragraph 3-10 and the Norwegian Securities Trading Regulation 2007/06/29 no. 876. The note has

been prepared by DNB Markets, a division of DNB Bank ASA. DNB Bank ASA is a part of the DNB Group. The Note is based on information obtained from public sources that DNB Markets believes to be reliable but which DNB Markets has not independently verified, and

DNB Markets makes no guarantee, representation or warranty as to its accuracy or completeness. Any opinions expressed herein reflect DNB Markets’ judgement at the time the Note was prepared and are subject to change without notice. The Note should not be relied on

and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. No DNB Party is acting as fiduciary or investment advisor in connection with the

dissemination of the Note. Any use of non-DNB logos in this Note is solely for the purpose of assisting in identifying the relevant issuer. DNB is not affiliated with any such issuer. The Note is for clients only, and not for publication, and has been prepared for information

purposes only by DNB Markets.

The Note is the property of DNB Markets. DNB Markets retains all intellectual property rights (including, but not limited to, copyright) relating to the Note Sell-side investment firms are not allowed any commercial use (including, but not limited to, reproduction and

redistribution) of the Note contents, either partially or in full, without DNB Markets’ explicit and prior written consent. However, buy-side investment firms may use the Note when making investment decisions, and may also base investment advice given to clients on the Note.

Such use is dependent on the buy-side investment firm citing DNB Markets as the source.

The Note shall not be used for any unlawful or unauthorized purposes. The Bank, its affiliates, and any third-party providers, as well as their directors, officers, shareholders, employees or agents (individually, each a “DNB Party”; collectively, “DNB Parties”) do not guarantee

the accuracy, completeness, timeliness or availability of the Note. DNB Parties are not responsible for any errors or omissions, regardless of the cause, nor for the results obtained from the use of the Note, nor for the security or maintenance of any data input by the user. The

Note is provided on an “as is” basis. DNB PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE,

FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE NOTE’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE NOTE WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall DNB Parties be

liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs) in connection with any use of the

Note, even if advised of the possibility of such damages.

Confidentiality rules and internal rules restrict the exchange of information between different parts of the Bank and this may prevent employees of DNB Markets who are preparing the Note from utilizing or being aware of information available in DNB Markets/the Bank that

may be relevant to the recipients of the Note. Please contact DNB Markets at 08940 (+47 915 08940) for further information and inquiries regarding this Note, including an overview on all recommendations from DNB Markets over the last 12 Months according to Market

Abuse Regulations.

The Note is not an offer to buy or sell any security or other financial instrument or to participate in any investment strategy. Distribution of material like the Note is in certain jurisdictions restricted by law. Persons in possession of the Note should seek further guidance

regarding such restrictions before distributing the Note.

The note has been prepared by DNB Markets, a division of DNB Bank ASA, a Norwegian bank organized under the laws of the Kingdom of Norway and under supervision by the Norwegian Financial Supervisory Authority, The Monetary Authority of Singapore, and on a

limited basis by the Financial Conduct Authority and the Prudential Regulation Authority of the UK, and the Financial Supervisory Authority of Sweden. Details about the extent of our regulation by local authorities outside Norway are available from us on request.

Information about DNB Markets can be found at www.dnb.no/markets.

Additional information for clients in Singapore

The Note has been distributed by the Singapore Branch of DNB Bank ASA. It is intended for general circulation and does not take into account the specific investment objectives, financial situation or particular needs of any particular person. You should seek advice from a

financial adviser regarding the suitability of any product referred to in the Note, taking into account your specific financial objectives, financial situation or particular needs before making a commitment to purchase any such product.

You have received a copy of the Note because you have been classified as an accredited investor, an expert investor, or an institutional investor, as these terms have been defined under Singapore’s Financial Advisers Act (Cap. 110) (“FAA”) and/or the Financial Advisers

Regulations (“FAR”). The Singapore Branch of DNB Bank ASA is a financial adviser exempt from licensing under the FAA but is otherwise subject to the legal requirements of the FAA and of the FAR. By virtue of your status as an accredited investor or as an expert investor,

the Singapore Branch of DNB Bank ASA is, in respect of certain of its dealings with you or services rendered to you, exempt from having to comply with certain regulatory requirements of the FAA and FAR, including without limitation, sections 25, 27 and 36 of the FAA.

Section 25 of the FAA requires a financial adviser to disclose material information concerning designated investment products that are recommended by the financial adviser to you as the client. Section 27 of the FAA requires a financial adviser to have a reasonable basis for

making investment recommendations to you as the client. Section 36 of the FAA requires a financial adviser to include, within any circular or written communications in which “he/she” makes recommendations concerning securities, a statement of the nature of any interest

that the financial adviser (and any person connected or associated with the financial adviser) might have in the securities.

Please contact the Singapore Branch of DNB Bank ASA on +65 6212 6144 in respect of any matters arising from, or in connection with, the Note.

The Note is intended for and is to be circulated only to those classified as an accredited investor, an expert investor, or an institutional investor. If you are not an accredited investor, an expert investor, or an institutional investor, please contact the Singapore Branch of DNB

Bank ASA on +65 6212 6144.

We, the DNB group, our associates, officers and/or employees may have interests in any products referred to in the Note by acting in various roles including as distributor, holder of principal positions, adviser or lender. We, the DNB group, our associates, officers and/or

employees may receive fees, brokerage or commissions for acting in those capacities. In addition, we, the DNB group, our associates, officers and/or employees may buy or sell products as principal or agent and may effect transactions that are not consistent with the

information set out in the Note.

Additional Information, including for Recipients in the United States:

The Note does not constitute an offer to sell or buy any financial instrument and does not provide opinions or recommendations with respect to securities of an issuer or an analysis of a security or an issuer. This Note is intended solely for Major U.S. Institutional Investors

within the meaning of Rule 15a-6 under the U.S. Securities Exchange Act of 1934 and to such other U.S. Institutional Investors as DNB Markets, Inc. may determine. Distribution to non-Major U.S. Institutional Investors will be made only by DNB Markets, Inc., a separately

incorporated subsidiary of DNB Bank that is a U.S. broker-dealer and a member of the Financial Industry Regulatory Authority (“FINRA”) and the Securities Investor Protection Corporation (“SIPC”). Any U.S. recipient of this Note seeking to obtain additional information or to

effect any transaction in any security discussed herein or any related instrument or investment should contact DNB Markets, Inc., 200 Park Avenue, New York, NY 10166-0396, telephone number +1 212-551-9800.

http://www.dnb.no/markets

