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Company Profile  
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CEO Callum Laing, CFO Victor Tan  

 
 

 

MBH Corporation PLC (MBH) is a diversified holding company which is implementing accretive acquisitions 

through an agglomeration methodology. Selected small-to-medium-sized enterprises are generally wholly 

acquired by swapping business owners’ shares with a new issue of MBH shares. Under the umbrella of a 

publicly-listed holding company the subsidiaries gain liquidity, scale effects and potential synergies. Unlike in 

private equity funds, former business owners remain almost independent with regard to management and 

strategies, also gaining incentives for further achievements at their micro-business level. Because the busi-

nesses are managed autonomously, MBH´s management activities relating to most commercial decision-

making processes for each operating business are quite limited. At the time of writing, the subsidiaries are 

grouped into education, construction services, engineering and, recently, the health segment-vertical. The 

engineering business segment has the lion’s share in financial figures. Within each segment, tactical acquisi-

tions are encouraged in order to strengthen services and potential synergies among entities (i.e. resource 

sharing or moving into new markets). MBH ordinary shares were first listed on the Düsseldorf Stock Exchange 

(Prime Market), which has easier requirements and access, and then dual listed on the Quotation Board of 

the Frankfurt Stock Exchange (“FSE”) in November 2018.    

 

     

P&L in GBP m, financial year-end 31.12.2018 31.12.2019e 31.12.2020e 31.12.2021e 

Revenue 12.51 52.59 136.59 190.83 

EBITDA 1.44 5.99 15.25 19.73 

EBIT 1.44 5.02 12.83 15.68 

Net Income  1.25 4.09 10.21 14.30 

     

Key figures in GBP     

Earnings per share 0.04 0.12 0.26 0.36 

Dividend per share 0 0 0 0 

     

Key figures     

EV/Revenue 1.79 0.43 0.16 0.12 

EV/EBITDA 15.57 3.74 1.47 1.13 

EV/EBIT 15.57 4.46 1.75 1.43 

P/E 20.48 6.27 2.51 2.07 

P/B 0.85       
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EXECUTIVE SUMMARY  

• MBH plc is an investment vehicle that connects smart investors to small profitable 

international businesses. Currently, MBH´s portfolio includes ten subsidiaries in 

four segments with local businesses across the UK, New Zealand, Papua New 

Guinea, the Pacific Islands and South-East Asia.  

 

• Acquisitions are executed in an accretive manner. After an intense selection pro-

cess (i.e. high earnings per share), auditing and due diligence practices, the target 

companies are wholly acquired (100%) by issuance of new MBH shares. Their in-

tegration is accomplished efficiently and effectively by trying to create synergies 

and ultimately increasing the total value of the combined entities (i.e. increasing 

pro-forma group figures).    

 

• Attractive organic growth opportunities and a pipeline of intensive M&A transactions 

are key drivers for shareholders´ value creation along with diversification effects 

and lower risk. The company promotes organic growth via an earn-out system that 

provides incentives to middle managers (former business owners) to generate addi-

tional earnings over a specific base (i.e. on an acquisition value).  

 

• Business owners that approach MBH are typically running mature businesses, 

looking for new steps or for scaling opportunities for their business. They continue 

to run the subsidiaries and have the opportunity to compete in larger projects as 

part of a PLC. It is a way to extract wealth by breaking through their barriers and 

constraints (i.e. cash or key people) and bringing the subsidiaries to the next level. 

MBH also views itself as a networking site that provides experience, and infor-

mation as well as overseeing internal issues among the different subsidiaries. This 

also has the potential to roll out SMEs in different markets or locations.  

   

• The success of the agglomeration model can be seen in MBH´s first half numbers. 

Total revenues reached GBP 21.25m (FY2018: sales GBP 15.5m) as generated by 

the acquisitions performed in 2018 (GBP 15.9m) and to the new subsidiaries in-

cluded in 2019 (GBP 6.05m). EBT was GBP 1.36m and net profit for the period 

GBP 1.10m.  

 

• The net assets amounted to GBP 30.01m in H1/19. The main items on the balance 

sheet were (1) goodwill of GBP 65.44m, stemming from the recent acquisitions; (2) 

receivables of GBP 26.60m; (3) contingent considerations for earn-out to senior 

managers and directors of GBP 38.35m in current liabilities and GBP 9.50m in non-

current liabilities. Total cash amounted to GBP 4.63m.   

 

• Besides a projected amount of ten M&A transactions per year for the next three 

years, we have assumed in our forecasts substantial organic growth for MBH´s 

SME portfolio. Our revenue estimates were for GBP 52.59m for 2019 and GBP 

136.59m in 2020. We give a BUY recommendation based on a calculated fair value 

per MBH share of 1.66 GBP (1.95 EUR). The fair value assumes ten acquisitions 

per year. At the end of the current financial year 2020, we assume that the out-

standing shares will increase to a total of 86.31 million. This assumption takes into 

account the so-called EPS-accretive acquisitions strategy, according to which the 

dilution effect when issuing shares for new acquisitions is less than the new EPS 

contribution. 
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MBH  CORPORATION PLC 

Capital Structure 

Shareholders in % July12
th

2019 

Founders 70% 

Others 30% 

Sources: MBH plc, GBC AG 

 

 

 

 

Company structure  

 

Sources: MBH plc, GBC AG (all the above companies are typically wholly owned)   

 

 

MBH is acronym for multi-business holding. In a nutshell, the model works out putting 

together various private companies in a PLC ecosystem. After acquisition, the subsidiar-

ies are grouped under intermediate holding or non-trading companies (special-purpose 

vehicles) where they, despite staying independent, are supported in growth and strategi-

cal acquisition by middle-management.  

 

In August 2018, MBH bought the entire issued share capital of the Lara Group, holding 

company of Acacia and Parenta. These two subsidiaries provide software systems and 

vocational training services and have started the education segment. In September 

2018, the New Zealand-based Corsora Limited (Cape Ltd holder) was acquired, which is 

active in the construction services area. Then, in 2019, its largest acquisition, was com-

pleted - the Asia Pacific Energy Ventures Pte Ltd (APEV). The latter opens the engineer-

ing segment and a significant geographical expansion. Under the brands Twenty20 and 

Pacific Energy Consulting, the engineering group recorded sales of GBP 54m in July 

2019. Recently, the Samuel Hobson House was included in the holding, which is a firm 

that has specialised in dementia care for over 65 years in the health segment. 

 

 

 

 

70%

30%
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The London-based investment holding was founded by the Unity Group of Companies 

Pte Ltd (“Unity Group”), an M&A advisory firm based in Singapore that owns 8% of the 

capital. Founders and original shareholders of the portfolio companies own approximate-

ly 70% of the issued capital of the company.  

 

The agglomeration methodology is a business concept that has been developed by the 

Unity Group. The latter granted the trade-mark and intellectual property to MBH at the 

time of founding (pre-operations).  

 

Going forward, MBH and Unity Group will still work together under an agreement for 

investment services connected to MBH strategy. The Unity Group might provide services 

related to: (i) identifying entities for acquisitions, (ii) assisting in due diligence and even-

tually (iii) providing support in the negotiation phases. The services should be charged 

on a transaction-successful fee with payment in MBH shares.  
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THE AGGLOMERATION MODEL 

MBH invests in small and mid-sized entities using a proprietary agglomeration methodol-

ogy. Under a listed holding company, debt-free and well-established, profitable small 

businesses are included in the group. Acquisitions are performed by converting shares of 

private business owners into MBH publicly-listed shares. Thus, illiquid and untraded 

business owners’ shares are transformed into liquid and publicly-traded (on the open 

market) shares. This model was developed by the Unity Group and is briefly explained 

below. 

 

The Phases of the Agglomeration Model  
 

 
Sources: 2017 Unity Group - The Unity Group of Companies Pte Ltd, GBC AG 

 

The accretive nature refers to incentive fees paid in shares to directors and senior man-

agers (e.g. former principals) for their financial achievements. As an analogy, this con-

cept is similar to a “high water market”. Additional equity shares are granted after realiz-

ing profits in excess of its previous year, which must be, however, in excess of the base 

year of assessment (acquisition value). 

 

Once acquired, the subsidiaries were typically grouped under special purpose vehicles 

(SPVs) with an independent board set up for each sector in order to boost synergies. 

This middle-management should drive cooperation among segments, overseeing the 

ongoing operations and identifying potential new targets. 

 

The businesses that joined MBH Corporation were typically founded many years ago, 

having a good financial track record and still managed by their founders. These busi-

nesses have a local profitable niche and joining the umbrella of a big PLC may increase 

the scale of their business. Moreover, they keep their own brand, remain independent 

and are not forced to merge with the group. Although entrepreneurs must comply with 

policies for listed companies (i.e. financial, corporate and governance reporting stand-

ards) their operations and strategies remain unaffected by MBH holding. This independ-

ence prevents paid business value from being diminished or destroyed.  

 

 

Creation of sourcing of a 
listed Holding Company 

for Agglomeration

Selection of mature, debt-
free and profitable 

business (subsidiaries) for 
Agglomeration

Acquisition of respective 
subsidiaries by the 

Holding Company through 
the issuance of publicly-
listed shares in Holding 

Company to original 
owners of the subsidiaries   
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Among the principals and MBH generally a “lock-in” arrangement is posted. This means 

that business owners are not allowed to sell their MBH shares for a period of twelve 

months. Shares that arise from their holding (e.g. accretive shares) are also included in 

these terms. At the time of expiring of the previous agreements, further orderly market 

arrangements are set to ensure an organized selling of the shares. These settlements 

should be managed through MBH’s brokers for a period of 36 months after the expiring 

of the lock-in (with the exception of limited circumstances including takeover, buyback or 

court order). 
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MBH’s Historical Milestones 

The London-based holding company has achieved substantial milestones in the last few 

years. The portfolio has grown rapidly in line with the agglomeration concept and the 

business plan. Tactical acquisitions have been key drivers for adding value and en-

hance the subsidiaries´ services. These are performed by the former principals without 

MBH management being involved. An example is the case of Acacia Training Limited, 

which grew the education segment through buying selected strategic assets and entities 

(assets of the School of Beauty Therapy, KS Training, UK Sports, Apprentice Supermar-

ket). Acacia management has identified target business that could potentially add value 

and synergies to the education segment. For instance, the acquisition of the small com-

petitor KS Training has brought resources (i.e. expertise in training courses) that wider 

Acacia apprenticeship courses as well as strategic synergies. Another tactical acquisition 

was UK Sport training Ltd which has enhanced competences and new contracts into the 

education segment. Both these tactical acquisitions show business expansion potential. 

 

History and main corporate events 
Date Event 

November 2018 
Listed on the Dusseldorf Stock Exchange (primary market) with market cap of 

€ 39.76m.  

November 2018 Commence trading on the Frankfurt Stock Exchange 

December 2018 Du Boulay Contracts acquisition for GBP 0.87m 

January 2019 Asset acquisitions from International School of Beauty Therapy 

June 2019 Acquisition of the UK-based Guildprime Specialist Contracts Ltd (5xEIBT) 

June 2019 
Acquisition of Asia Pacific Energy Ventures Pte Ltd (5xEBIT plus net assets) - 

share price at EUR 1.47 

October2019 Purchase of Gaysha Ltd for 2.5m 

October2019 
UK Sports Training Ltd acquisition (5xEBIT plus net assets) - share price at EUR 

1.47 

November 2019 
Purchase of the Birmingham-headquartered KS Training Ltd (5xEBIT plus net 

assets) - share price at EUR 1.47 

December 2019 Purchase of assets in Apprentice Supermarket  

January 2020 
Acquisition of Samuel Hobson House for GBP 1.95m (GBP 1.8m unsercured loan 

and GBP 150k will be paid in shares at EUR 1.47 per share) 

Sources: MBH plc, GBC AG 
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PORTFOLIO 

At the time of writing, MBH´s portfolio includes ten well-established companies within the 

segments of engineering, construction, educational and health. We describe below the 

business of the main entities ordering them according segment and revenue weights. 

 

ENGINEERING 

Asia Pacific Energy Ventures Pte Ltd 

On June 2019, MBH acquired Asia Pacific Energy Ventures Pte Ltd (APEV), a mid-size 

engineering entity based in Singapore. APEV provides cost effective solutions for energy 

and electrical services, active power generation as well as LNG (liquified natural gas) 

infrastructure for Papua New Guinea communities. Almost two years after its founding, it 

has also set capabilities in fire & hydraulics and buildings and construction services. The 

acquisition establishes the third industry segment and expands MBH´s activity geograph-

ically to Papua New Guinea, the Pacific Islands and South-East Asia. APEV covers the 

strategic need for energy generation capacity in Papua New Guinea and Pacific Islands. 

 

APEV key pro-forma operative figures are expected to represent approximately half of 

MBH consolidated financial figures. The management forecast GBP 54m in revenues 

and GBP 5.8m in EBITDA for the year ending on July 31
st 

2019. APEV should scale its 

business within the PLC environment. For instance, it may participate in larger consult-

ing, procurement, construction and management deals or projects bolstered by the pub-

lic listed group. With around 210 full-time employees, APEV business is organized under 

the two brands Twenty20 and Pacific Energy Consulting.  

 

• Twenty20 delivers energy projects and project-management solutions in Southeast 

Asia and the Pacific Islands. The company offers a full comprehensive range of solu-

tions within the project life cycle, which include energy auditing and feasibility studies, 

design, construction, energy generation, energy transmission, energy efficiency and 

ongoing asset management. 

 

• Pacific Energy Consulting is mainly active in high-value projects in the power gen-

eration and resource sectors. With its extensive PNG business network it offers en-

ergy auditing, solution development and project-management services. The services 

range from the installation of energy-efficient technology (e.g. LED lighting and volt-

age optimisation), grid infrastructure improvements (e.g. transformer replacement) 

and major electrical generation projects (e.g. industrial solar, wind turbine and hydro-

power plants). Additionally, Pacific Energy Consulting has local knowledge and oper-

ational capability to deliver energy management. 

  

An example is the Dirio power station installation. Both Twenty20 and Pacific Energy 

Consulting Ltd delivered the service acting as the project’s principal contractors. Among 

other services they will charge fees to Dirio for operating the power plant and for the 

generators that will pump electricity. Overall, APEV´s services have a strategic impact in 

the underlined local geographies and are generally supported by the local govern-

ments.This is also a reason for the fast path of growth in its operative business.  
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An installation of Twenty20´s energy  
 

 
 

 

 

 

 

 

 

 

 
Source: © 2019 Twenty20 Energy Systems  

 

CONSTRUCTION SERVICES 

CAPE Ltd 

Founded in March 2005, Cape is a company engaged in interior design and imple-

mentation for commercial-buildings refurbishment in New Zealand. The company offers 

commercial office fit outs services (e.g. flooring, partitions and ceilings), shop-fitting, 

seismic-services project management, resource procurement and administration. The 

area projects are listed in refurbishment, hospitality, commercial, retail, recreation and 

maintenance. One of their competitive strengths is their detailed approach along the 

supply chain together with a general attention to details. A maintenance division has 

been developed over the last few years and is today included in the offer. 

 

Cape´s turnover was GBP 20.09m with an EBITDA of GBP 1.49m in 2018. The struc-

ture of CAPE Ltd includes a permanent staff of 33 employees and around 50 to 60 con-

tractors. MBH assessed and acquired Cape Ltd at the value of EUR 7.3m, which was 

covered by issuing MBH ordinary shares of €1 each. Most of the business revolves 

around the city of Auckland. Business expansion is running along the northern city of 

Kaikohe, in the southern city of Christchurch, and two large refurbishments in Fiji. Cape 

also seeks to grow with tactical acquisitions and extension of the business in Australia.  

 

A wealth of knowledge, relationships and practical experience accompany Cape´s de-

velopment. In the pictures below two examples of Cape´s projects are shown. On the 

left, there is the makeover and structural upgrade of an iconic 1070s venue in Northcote 

Point. The refurbishment had a value of USD 3.8m. On the right, there is the fit-out of a 

retail store matching available space with the trendy apparel of an American shop. In a 

period of four weeks, six fit-outs were completed for a total value of USD 13m. 

 

An view of Cape´s Projects 
 
 
 
 
 
 
 
 

 

 

 
Source: Cape Ltd  
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du Boulay Contracts 

du Boulay contractors deliver commercial fit-out and refurbishment services within the 

construction industry. The company has been active in the industry for more than 40 

years. These fit-out activities are predominantly in the commercial retail sector (restau-

rants, bars, pubs and nightclubs) and also include offices, casinos, hotels and airport 

lounges.  

 

The attention to detail is a key advantage of du Boulay, as are positive track-record and 

relationship with architects and designers. An example is the project won at the latest 

Fortnum & Mason store and Bar, Royal Exchange. du Boulay installed the new cocktail 

bar, seating and back-house kitchen for this prestigious store.  

 

Gaysha Ltd 

The company offers fit-out and refurbishment services in the UK. Gaysha was founded in 

1997, providing its services to housing associations and insurance companies. The busi-

ness model worked well and later, in 2013, the company won its largest contract from a 

prestigious British landowner. Bolster by that contract, the company extended its offer to 

the commercial, residential and industrial sectors.  

 

Recently, in 2019, Gaysha delivered an important project in Holborn (UK). It was the 

refurbishment of a Grade II Listed Georgian Townhouse, which included the remodeling 

and redecoration of a 4300 square metres office. The inclusion in MBH may bring re-

sources to win larger tenders, gaining synergies within the group and the opportunity to 

grow via M&A transactions. 

 

Guildprime Specialist Contracts ltd 

Since 1985, Guildprime has been providing shop-fitting services across the UK. Today 

the range of service includes fit-out, refurbishment contractors and commercial office 

spaces. With a team of skilled professionals and a good reputation for quality delivery, its 

services are offered around the world including London, other area of the UK, Europe, 

Russia, the Middle East and South America.  

 

The Chelsea Football club may be a good example of a Guildprime project. The compa-

ny built an 18-year relationship with the club, becoming the preferred contractor for all 

the high-end fit-out work in both the stadium and training ground.  

  

EDUCATION 

Parenta Group Ltd 

The Parenta Group is primarily a provider of software solutions for nursery schools in the 

UK. Through its Abacus nursery management software, Parenta generates recurring 

revenue through children´s day-care and related back-office activities. As cloud-based 

software, under continuous updating, the application keeps track of information (e.g. 

what the kids have eaten), follows children´s progress and offers online learning journals. 

The technology allows for parental control through a child’s daily diary. 
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The software also has a smart solution for payments via an integrated CRM and billing 

system that automates the billing process and administrative actions. According to the 

Parenta group, fee collection from parents represents, on average, an annual loss of 

GBP 2.99m for nursery schools because they are not allowed to collect money directly 

via direct debitor. 

 

Vocational training completes the offer of the Parenta group. More than 2500 early 

year students in apprenticeship at levels 2 and 3 are trained annually. These programs 

are 90% covered by the state.  

 

By the end of December 2018, the Parenta group recorded around GBP 6.00m in reve-

nues and GBP 1.31m in EBITDA.  

 

Acacia Training Ltd  

The subsidiary Acacia delivers vocational training under several accreditation frames 

across England. It develops professional skills and knowledge of standards for appren-

tices and adults in health and social care, childcare and early years as well as dental 

nursing. Most of the courses are co-financed by public agencies. The company is regis-

tered as a training provider (i.e. RoATP and ROTO) and accredited under the Employ-

ment and Skills Funding Agency (“ESFA”). Acacia organizes regulated and non-

regulated courses and qualifications working in various ESF contracts (also as prime 

contractor or sub-contractor) in Manchester, Stoke-on-Trent, Staffordshire, the Black 

Country, Walsall and Shropshire. An example may be the accredited dementia-specific 

qualifications which bring high quality care skills to work with individuals in a dementia 

condition. Additionally, the company is recognized by the NHS and several local authori-

ties. Acacia is also approved by  Mental Health England.  

 

 

UK Sports Training Ltd 

UK Sports Training provides private training in the fitness sector. The offer includes 

programs for personal trainers (i.e. courses for gym trainers or nutrition for physical activ-

ity) and for sport-massages therapists (i.e. sports massage therapy course) to assist in 

dealing with injury, rehabilitation and massage. The courses may be fully funded via 

loans, personal finance plans and early-bird discount offers. The company has two offic-

es across Essex, (Romford), Southend and recently opened in the London Bridge. 

 

KS Training Ltd  

The company offers independent training services mainly for the health and social care 

market. The training courses are mainly designed for care-home and agency-care staff 

(i.e. qualifications in personal training, sports massage, nail technician and make-up 

artistry). The team includes twenty-five members offering care diplomas and apprentice-

ships regionally, in the Birmingham area, as well as nationally across the whole UK. KS 

Training is also approved by the Education and Skills Funding Agency. 
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HEALTH  

Samuel Hobson House 

Founded in 2009, Samuel Hobson House is a care home company focusing on dementia 

care for people aged over 65 years. The firm is based in Newcastle-under-Lyme (UK) 

and has a current occupancy rate of 100%.  

 

The deal includes the acquisition of a property that was valued at GBP 1.8m. With its 

services, the firm is expected to generate an EBIT of around GBP 145k in 2020.  

 

The deal had a value of GBP 1.95m and has been settled in two parts: (1) a loan note of 

GBP 1.8m (non-interest bearing and not payable for three years) and (2) GBP 150k by 

issuance of MBH shares at the price of € 1.47.  

 

MBH´s assumptions for this acquisition are related to population growth in the UK of 

those aged over 85 years old. Following a study of the company Grant Thornton, this 

segment of the population is projected to increase by 75%, from 1.6m in 2016 to 2.8m in 

2031. This means more demand for care services and, particularly, residential care (i.e. 

demand for elderly-care bed services).   
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MANAGEMENT 

Callum Laing, Chief Executive Officer 

Callum Laing joined MBH in 2017. He has more than two decades of experience in start-

ing, building, buying, and selling businesses. At the same time Callum Laing is a partner 

at Unity Group and pioneer of the agglomeration model. He has published two business 

bestsellers and more than 800 business interviews. Commissioner World Business An-

gel Investor Forum, Singapore. 

 
 
Allan Presland, Non-Executive Chairman 

Allan Presland joined MBH in 2018. He was founder of Parenta Group, the UK’s largest 

provider of vocational training and software systems to the Early Year’s education sector. 

Mr Presland is an active member of the Vistage CEO Private advisory Published Ama-

zon bestseller “Improving the business of Childcare”. 

 
 
Victor Tan, Chief Finance Officer  

Victor Tan joined MBH as CFO and Executive Director in 2017. He has been a member 

of the Institute of Chartered Accountants of Australia since 2004. Victor has over 17 

years finance experience at Big 4 chartered accounting firms, start-ups, SMEs, Top 25 

ASX MNC. 

 
 
David Hallam, Non –Exec Director 

David Hallam joined MBH as Non-Exec Director in 2018. During his career he has cov-

ered positions such as business executive, entrepreneur, investor with over 30 years of 

experience and extensive M&A and Investor Relations experience. He was engaged in 

the development of small and medium-size businesses into large plc organizations.                  

Mr Hallam has also acted also as consultant for venture capital investments. 

 

 

Toby Street, Non –Exec Director 

Toby Street joined MBH as Non-Executive Director in 2018. Mr Street has extensive 

experience in leading businesses to grow sustainably, structuring joint ventures and 

strategic collaboration, investing for private equity as well as being the owner of a digital 

marketing agency in London. He worked at renowned real estate and private equity 

company Mayfair, London 

 

 

Victoria Sylvester, Exec Director 

Mrs Victoria Sylvester joined MBH as executive director in 2019. She has an extensive 

experience in leading businesses and is a principal of her own company in the Group 

Acacia Training Limited as well as owner of vocational training companies in the UK.   
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MARKET AND MARKET ENVIRONMENT 

An overview of the SME market   

According to OECD statistics, SMEs account for 99% of all business and between 50% 

and 60% of value added across OECD countries. Despite more niche markets and tech-

oriented businesses, most SMEs added value by simply bringing and adapting value 

generated elsewhere in different contexts. They also serve locations with smaller scale 

not covered by larger firms.      

  

These data are also confirmed within the European Union and particularly in the EU-28 

non-financial business sector (NFBS). Here SMEs reach 99.8% of all the firms, generat-

ing 56.4% of value added and 66.6% of employment. Micro SMEs have the lion´s share 

with 93.2% of all the SMEs. In terms of value added, the SMEs´ performance was higher 

year on year compared to large enterprises in 2018.         

 

Number of SMEs and large enterprises and their value added in the EU-28 NFBS in 
2018 
 

 

 

 

 

 

 

 

 

 

 

 

 
Sources: Eurostat, National Statistical Offices and DIW Econ 

 

In our analysis, we have held a focus on the MBH main businesses as the holding com-

pany is active in multiple sectors and locations.  

 

Engineering  

The engineering segment is mainly active in Papua New Guinea. The latter is an emerg-

ing economy located in the southwestern Pacific Ocean based on labor-intensive agricul-

tural activities and on the extractive sector (e.g. mining and petroleum). As reported by 

the World Bank (Papua New Guinea Update, July 2019), the extractive sector represents 

around 25% of GDP and over 80% of total exports. In particular Papua New Guinea 

liquefied natural gas (LNG) is also exported into Japan, China and Taiwan (China).  

 

Despite the impact of the February 2018 earthquake, the GDP outlook remains positive 

in New Zealand, as with additional resource projects (i.e. LNG, mining and commodity 

extraction). In October 2018, the Government set a five-year Medium-Term Development 

Plan for 2018-2022, focusing on inclusive and sustainable growth (Papua New Guinea, 

Slower Growth, Better Prospects, The World Bank). 
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Papua New Guinea Gross Domestic Product Growth from 2016 to 2021 

 
Source: The World Bank - The data are estimates (e) and projections (p) 

 

The Asian Development Bank (ADB), the largest multilateral development partner bank 

in the region, is also actively engaged with new projects in the region (i.e. cumulative 

loan and grant disbursements of USD 1.77bn). The bank has projects in the develop-

ment of transport infrastructure, renewable energy projects, and improving finance ac-

cess and health service (see ADB, Papua New Guinea Fact sheets, July 2019). An ex-

ample is the “Town Electrification Investment Program” aimed at improving local electrifi-

cation networks. Another active project is the power grid extension in Port Moresby or 

financing hydropower generation. Overall, the Asian Development Bank is aligned with 

the country’s Development Strategic Plan and will increase total financing (lending, non-

lending and financing) from USD 743.7m (2016-2018) to approximately USD 1.67bn 

(2017-2019). 

 

Pacific Energy Consulting (APE), established in Papua New Guinea in 2014, has gained 

expertise and branding in energy-generation technology. The company matches the 

demand of services for energy generation with a wide range of services (i.e. improving 

energy efficiency, cost-savings projects, energy-generation capacity, system-reliability, 

transmission efficiency and network-management capabilities). APEV has a good rela-

tionship with the Asian Development Bank.  

 

Construction Services 

The goal of the MBH construction services segment is to integrate companies engaged 

in commercial building refurbishment and also in the construction, project management, 

real-estate investment and development sectors. As Cape is the main company engaged 

in this sector, we have set our focus for the market analysis on construction services in 

New Zealand.   

 

For a synthesis of construction services in New Zealand, we have considered the Na-

tional Construction Pipeline Report 2019 (Ministry of Business, Innovation and Employ-

ment, BRANZ and Pacifecon). In total, the nationwide value of all building and construc-

tion is forecasted to peak at USD 43bn in 2021, driven by residential and non-residential 

activities. In the capital Auckland alone, the value of residential activity was USD 8bn in 

2018 and was forecasted to peak by 39% to USD 12.2bn in 2019, while the value of non-

residential building activity is projected to jump to over USD 9bn in 2021, +3.7% over 

2018. 
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Total construction value climbed by 5% to USD 39bn in 2018. This result is split up into 

residential building at 58%, non-residential building at 22% and infrastructure activity at 

20%. 

 

GDP of the construction industry in New Zealand 2014-2019 (in million New Zea-
land dollars) 

 
Source: statista 

 

Non-residential building value is anticipated to rise to USD 9bn in 2021. With non-

residential building, commercial building weight is projected to reach 59% of total in 

2019, followed by education and industrial buildings. The largest initiator in non-

residential building is the private sector (65% of the total) followed by central (20%) and 

local (15%) governments. 

 

Non-residential building types anticipated to start in 2019    

 
Source: Pacifecon   

 

Below is an overview of the non-residential building permit in New Zealand in 2019 and 

the growth in building permit for stores for the period 2015-2019. 
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Value of non-residential building permits New Zealand 2019 by type 

 
Source: statista   

 

Value of building permits for stores New Zealand 2015-2019 (in million New Zea-
land dollars) 

 
Source: statista   

 

In a 2018 regional comparison, total building and construction value grew in all regions, 

except Canterbury. Most of the growth comes from the Auckland region, which increased 

in value by 13% y/y (residential buildings up +10% and non-residential buildings up 23% 

2017-2018), followed by Wellington (up 6%) and Waikato/Bay of Plenty (up 5%). For the 

region of Auckland an uptrend of 22% is also expected until 2024 (source 

BRANZ/Pacifecon), with the value of residential buildings forecasted from USD 8.8bn in 

2018 to USD 12.2 in 2024 +39%. In total, the share of Auckland in national construction 

value was 40% in 2018. In the following table, there is an overview of the values dis-

cussed above for the city of Auckland by sector. 

 

Actual and forecast values by sector for the city of Auckland USD bn (2017-2018 
actual figures, 2019-2024 estimates) 

 
Source: BRANZ/Pacifecon 
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As a general indication, the main competitors of Cape in the construction services sector 

include Alaska Construction Interiors, Focus Construction Group and Aspect Business 

Interiors.  

 

Education 

The education industry is showing remarkable potential worldwide. According to Holon 

IQ the value of the industry is projected to hit USD 10tn by 2030 which means a CAGR 

over 4% for the period 2000-2030. Key growth drivers may be summarized in the follow-

ing four points which are: (1) globalization and economic growth, especially in emerging 

economics; (2) increase in the world population by an additional one billion by 2030, 

which should increase the demand for education services; (3) development of human 

capital; (4) technology (i.e. artificial intelligence or machine learning) with the need for re-

skilling and up-skilling. In this scenario, it is reasonable to assume the rise of the middle 

class and, ultimately, of spending on education services.  

 

As governments have been strengthening education frameworks and infrastructure, 

MBH has decided to invest in the industry with a focus on childcare services and up-

skilling of the workforce with an initial regional focus on the UK. Behind health spending, 

education ranked as the second-largest item of public spending in the UK, with an incis-

ing spending trend to GBP 90.0bn between 2017 and 2018 (4.3% of the national income) 

as reported in the Annual Report on Education Spending in England in 2018 (Institute for 

Fiscal Studies/Nuffield Foundation). 

 

According to the British Office for National Statistics, the annual gross value added 

(GVA) of the education sector in the United Kingdom increased consistently during the 

period 2009-2018 (CAGR of 9.4%). The statistics show that turnover changed from GBP 

11.4m in 2009 to GBP 25.5m in 2018, CAGR 9.4%.   

     

Annual gross value added of the education sector in the United Kingdom from 
2009 to 2018 (in billion GBP) 

    
 Sources: Office for National Statistics (UK); statista 

 

A survey of the “HM Treasury” points out the public expenditure within the education 

sector during the period April 1, 2018 to March 31, 2019. Around GBP 43.91m of the 

funding are concentrated in secondary education (GBP 43.91m), followed by pre-primary 

and primary education (GBP 31.10m).   

 

11.4
13.36 13.24 13.7

16.26

19.74

22.32 22.7
24.05

25.5

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018



 
MBH Corporation plc 
Research Report (Initial Coverage) 
 

 

20

Public sector expenditure on education in the United Kingdom (UK) in 2018/19, by 
type (in million GBP) 

 
 Sources: United Kingdom; HM Treasury 2018/2019; statista 

 

Overall, the British market may also suffer a shortage of teachers in the next few years. 

The UK Department for Education released an indication of the pupil to teacher ratio for 

the period 2010/11 to 2018/19. While primary and secondary schools showed a flat ratio, 

nursery schools evinced an upward trending from 2013/14 to 2018/19. Thus, the average 

number of pupils per teacher is higher in nursery schools, underlining the need for sup-

port in terms of funding and affordable childcare services. Moreover, innovation and 

technology may aid in improving the daily routine and standards of education services.  

 

Pupil-to-teacher ratio in the United Kingdom from 2010/11 to 2018/19, by school 
type  

 
Sources: United Kingdom; UK Department for Education; September 1, 2010 to August 31, 
2019 

 

In order to have an overview of the competitive landscape for MBH education services, 

in the table below we have collected some competitors of Parenta Ltd, which is MBH´s 

largest education subsidiary in the UK. The company provides software management 

solutions for nursery schools, including fee collection from parents as well as vocational 

training.     

 

 

 

 

 

 

 

 

 

0.61

0.79

2.26

2.58

3.56

4.62

31.10

43.91

Post-secondary non-tertiary education

Education not definable by level

R&D education

Education n.e.c.*

Subsidiary services to education

Tertiary education

Pre-primary and primary education

Secondary education

14,00

16,00

18,00

20,00

22,00

24,00

26,00

2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19

All schools Nursery schools Primary schools Secondary schools



 
MBH Corporation plc 
Research Report (Initial Coverage) 
 

 

21

Peers in the UK 
 

Nursery  

Management  

Learning Journal  

Software 

Early-Years Vocational  

Training 

Connect Childcare: nursery 

management software, learning 

journals and fee collection 

Tapestry: Provider of learning 

journals only 

Smart Training: vocational 

training to the early-years sec-

tor, business training and train-

eeships.  

First Steps Software: eldest of 

the UK nursery software busi-

nesses and learning journals, 

since 1994. 

EYLOG: Provides learning 

journals 

Hawk Training Ltd: vocational 

training provider for childcare 

and training  

Family: nursery-management 

software and learning journals, 

but does not provide fee-

collection services 

  

Sources: MBH, GBC AG 

 

Health 

According to Deloitte, global health care spending is expected to grow from USD 7.72m 

to USD 10.06m over the period from 2017 to 2022, which means an annual rate of 5.4% 

(report: the global health care outlook 2019). Among the main drivers of this increase, 

according to the report, are the growing and increasingly aging population, the increase 

in health-care demand in developing countries, advanced treatments and technologies 

as well as higher labour costs. The study also points out the continuing rise in life expec-

tancy, which is expected to grow from 73.5 years in 2018 to 74.4 in 2022 globally. 

 

By 2022, the population over 65 should reach 668 million or 11.6% of the total world 

population. It is expected that more countries will expand their public health care sys-

tems to reduce out-of-pocket costs. Shown in the diagram histogram below, is the re-

gional development of international health care spending over the period 2017-2020. 

North America is increasing spending by USD 0.67m (or +19%) followed by Asia & Aus-

tralasia USD 0.66m (or +37% and Western Europe USD 0.53m (or +31%).  

 

Health care spending (USD billion), and CAGR 2017 - 2022  

Source: Deloitte 

 

A significant challenge for the future development of the sector may be the transition 

from volume-based/fee-for-service (FFS) models to value-based care (VBC). The latter 

gives more weight to the value of performance and to reimbursements that are more 

outcome-based. An example is the Medicare Access and CHIP Reauthorization Act of 
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2015 (MACRA) in the United States which stresses quality measures or clinical practice 

improvement (i.e. positive or negative payment adjustments to the fee-for-service reim-

bursement model). 

 

Dementia care in the United Kingdom 

According to the London School of Economics (LSE), the number of older people with 

dementia in the UK amounted to 885k in 2019. This figure is split up among people hav-

ing mild dementia (127k), moderate dementia (246k) and severe dementia (511k). The 

study projects that by 2040 the number of older people with dementia will have increased 

by 80% from 0.88m to 1.6m. It is estimated the prevalence rate of dementia will rise from 

7.2% in 2019 to 8.3% in 2040. These projections are driven by a 20% increase in people 

aged 65-74 and by a 114% increase in people 85 or over from 2019 to 2040 across the 

UK (see: LSE, Projections of older people with dementia and costs of dementia care in 

the United Kingdom, 2019–2040). 

 

Projected number of older people with dementia 2019–2040 

Sources: CPEC models, LSE 

 

The total cost of care for older people with dementia is expected to rise sharply, to nearly 

tripling, by 2040. The LSE study has forecasted an increase from GBP 34.7bn in 2019 

(at 2015 prices) to GBP 94.1bn in 2040, or an increase of 172%. In the total cost break-

down presented in the table below, social care (publicly and privately funded) and unpaid 

care account for 45% (GBP 15.7bn) and 40% (13.9bn) respectively, while health care 

expenses will represent 14% (GBP 4.9bn) by 2040. Social care is projected to increase 

its weight in total costs from 45% to 48% in 2040.  

 
Projected costs of dementia for older people (2019–2040, GBPbn) 

 
Sources: CPEC models, LSE 
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As people suffering from severe dementia are forecasted to make up the lion´s share of 

total dementia patients (around 67% of the total by 2040), it is reasonable to expect a 

proportional increase in home care demand. In other words, a higher number of people 

affected by dementia will probably live in care homes rather than receive private assis-

tance and, thus, there will also be an increase in social care costs.   
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H ISTORIC COMPANY DEVELOPMENT 

Key Figures 

P&L (in GBPm) FY 2018 FY 2019e FY 2020e FY 2021e FY 2022e 

Revenue 12.51 52.59 136.59 190.83 233.09 

Cost of Sales -8.67 -30.98 -97.93 -143.53 -175.65 

Gross profit 3.84 21.60 38.65 47.30 60.45 

Payroll expenses -2.40 -6.39 -12.31 -15.67 -19.17 

Depreciation and amortisation 0.00 -0.97 -2.43 -4.05 -5.48 

Other operating expenses 0.00 -9.22 -11.09 -11.90 -15.72 

EBIT 1.44 5.02 12.83 15.68 20.07 

Net Finance expenses -0.00 -0.13 -0.25 -0.35 -0.47 

EBT 1.42 4.89 12.58 17.24 20.80 

Taxes -0.17 -0.80 -2.36 -2.94 -4.21 

Net profit 1.25 4.09 10.21 14.30 16.60 

      

EBITDA 1.44 5.99 15.25 19.73 25.55 

in % of revenue 11.49% 11.4% 11.2% 10.3% 11.0% 

Earnings per share in GBP 0.03 0.12 0.26 0.36 0.42 

Sources: MBH; GBC AG 
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Historical Development 

in GBP million FY 2018 H1 2019 

Revenue 12.51 21.96 

EBIT 1.54 1.36 

EBIT margin 12.3% 6.2% 

Net Income 1.25 1.10 

Net Income margin 10.0% 5.0% 

Sources: MBH Corporate plc; GBC AG 

 

Revenues 

Since MBH began its acquisition phase in the second part of the year 2018, the financial 

comparatives available have been limited. The first operative movements started with the 

acquisitions of Parenta Ltd and Acacia Training Ltd (August 22
nd

, 2018) and Cape Ltd 

(September 3
rd

, 2018). After listing, construction services were reinforced with the inclu-

sion of du Boulay Contracts Ltd (December 8
th

, 2018).  

 

For 2018 the education segment (course training, software, cloud and marketing ser-

vices) recorded GBP 4.82m, while the construction services segment (mostly commer-

cial buildings refurbishment), achieved GBP 6.84m in New Zealand under Cape and 

GBP 0.86m in the UK under du Boulay Contracts Ltd business. These figures are related 

to the accounting period following the acquisitions. In total, these three participations 

generated revenues of GBP 15.5m in 2018.  

 

Revenues split by acquisitions in 2018 (GBPm)   

 
Sources: MBH, GBC AG 

 

Although acquisitions are the main growth driver of the agglomeration method, MBH´s 

portfolio is growing substantially. On the one hand, Parenta Ltd, Acacia Training Ltd and 

Cape Ltd (acquisitions pre-listing) recorded turnover growth up 7% and EBITDA growth 

up 6% for the first half of 2019. On the other hand, the acquisitions competed in H1/19 in 

the education segment (International School of Beauty Therapy), construction services 

(Guildprime) and in the engineering segment (APEV, GBP 50m sales on an annual ba-

sis) generated revenues of GBP 6.05m in H1/19 (up 7% on a year basis). In total, sales 

for the first six months of 2019 equalled GBP 21.25m, a huge jump compared to the 

figure for 2018.  
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Revenues spit by organic and inorganic growth in H1/19 (GBPm) 

 
Sources: MBH, GBC AG 

 

After the first semester, MBH performed further acquisitions: namely, Gaysha (pro-forma 

revenues GBP 9.09m in 2019), KS Training and UK Sport (together pro-forma revenues 

GBP 0.83m in 2019). In January 2020, the strategic acquisition of Samuel Hobson was 

completed (pro-forma revenues GBP 1.0m in 2019).  

 

MBH Acquisition after the listing (03/02/2019)  

MBH Portfolio 
Date of 

acquisition 

Purchase 

price GBPm 

Purchase 

price/EBITDA 

Purchase 

price/Sales 

DuB 08/12/2018 0.87 6.71 0.1 

Guildprime 18/04/2019 
5xEBIT (share price at EUR 

1.48) 
n/a n/a 

KS Training 11/11/2019 
5xEBIT plus net asset (share 

price at EUR 1.47) 
n/a n/a 

UK Sports 30/10/2019 
5xEBIT plus net asset (share 

price at EUR 1.47) 
n/a n/a 

APEV 17/06/2019 
5xEBIT plus net asset (share 

price at EUR 1.47) 
n/a n/a 

Gaysha 18/10/2019 2.5 5.48 0,3 

Samuel Hobson 10/01/2020 

1.95 (GBP 1.8m is an 

unsecured loan and GBP 

150k will be paid in shares at 

EUR 1.47 per share) 

n/a n/a 

Sources: MBH, GBC AG 

 

Pro-forma Revenues for subsidiaries in 2019 (in GBPm) 

 
Sources: MBH, GBC AG 
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Historical Earnings Development 

As with the disproportional increase in revenues, costs of sales grew from 69.3% to 

73.1% in H1/19. The purchase of new entities expanded administrative expenses, which 

increased in value from GBP 0.16m in 2018 to GBP 4.52m in 1H/19. The EBITDA 

reached GBP 1.7m as an effect of GBP 1.49m from the companies included in 2018 and 

GBP 0.5m from the new acquisitions in H1/19. The loans produced financing expenses 

of GBP 0.22m in 1H/19. Higher operating result was also the reason for greater tax ex-

penses which increased from GBP 0.17m to GBP 0.27m. In sum, fully diluted earnings 

per share stated at GBP 0.033 for the first half in 2019. 

 

For a better overview of the operative result, we have collected pro-forma sales and 

EBITDA for each subsidiary. APEV leads the list with sales of GBP 51.05m and EBITDA 

of GBP 6m, followed by CAPE with sales of GBP 20.09m and EBITDA of GBP 1.49m. 

From a segment standpoint, the larger part of revenues is related to construction ser-

vices (GBP 42.09m), while the greater EBITDA comes from the education vertical (GBP 

2.7m).  

 

Pro-forma EBITDA for subsidiaries in 2019 (in GBPm) 

 
Sources: MBH, GBC AG 
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Balance sheet and financial situation 

in GBP million 31/12/2018 30/06/2019 

Equity 28.36 30.01 

   of which retained earnings 1.25 2.34 

Total current liabilities 9.99 62.03 

   of which contingent consideration 2.99 38.34 

Total non-current liabilities 4.33 9.23 

   of which contingent consideration 3.84 9.50 

Total non-current assets 32.69 70.04 

   of which intangible assets 2.80 2.97 

   of which goodwill 29.64 65.44 

Total current assets 9.99 31.23 

   Of which cash and cash equivalents 1.52 4.63 

Sources: MBH; GBC AG 

 

MBH has consistently increased its goodwill position from GBP 29.64m to GBP 65.44m 

due to acquisitions of APEV and Guildprime Specialist Contract ltd in June 2019. For 

every acquisition goodwill is allocated to the cash generation units (CGU). These are 

units that should benefit from the business combination. An idea of how goodwill has 

been allocated is given by its value among segments: the education segment (GBP 

14.04m), construction service sector (GBP 16.7m) and engineering solutions sector 

(GBP 34.7m). Cash on hand increased from GBP 1.52m to GBP 4.63m as the company 

intends to maintain a conservative approach. Trade receivable increased by GBP 

18.14m mainly as a consequence of acquisitions and is usually paid within 30 days of 

recognition. 

 

On the liabilities side, the most significant item is given from contingent considerations. 

These amounted to GBP 38.35m in current liabilities and GBP 9.50m in non-current 

liability (almost all these amounts are related to the issuance of new shares). They in-

clude initial considerations (i.e. issuance of shares in accordance with the purchase 

agreement) for the acquisitions of APEV and Guildprime Specialist Contract ltd as well 

as earn-out for directors and senior employment. These are additional shares on profits 

in excess on the previous year and always in excess of the base year of assessment.  

 

MBH´s Key Highlights on Balance Sheet 

Sources: MBH; GBC AG  

 

In May 2018, prior to the acquisitions of Parenta and Acacia, a loan was raised of GBP 

0.75m with an interest rate of 3.85% over Libor per annum. Repayment was made on a 

quarterly basis until May 2022. Later, in October 2018, a convertible note for GBP 0.98m 

was issued. Bondholder may redeem the note at conversion price of EUR 1.20. At June 

2019, the note has been mostly converted at the conversion price of EUR 1.20 account-

ing in total for GBP 0.37m. 
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Shareholder equity rose by 6%, mainly by reason of the issuance of shares from conver-

sion notes and share-based payment and retained earnings. Key highlights are the in-

crease in working capital to GBP 7.5m, cash on hand and retained earnings. 

 

Asset and cash flow situation    

in GBP m 31/12/2018 30/06/2019 

Cash flow – operating 0.78 1.50 

Cash flow – investment 0.44 1.72 

Cash flow – financing 0.82 3.11 

Sources: MBH; GBC AG 

 

The result of net cash from operating activities grew to GBP 1.5m for the first half of 

2019 (0.78m at the end of 2018). The reason was higher pre-tax profit, amortizations and 

depreciations (GBP 0.682m) and a slightly positive change in working capital. 

 

Net cash generated from operating activities 

 
Sources: MBH; GBC AG 

 

The result from investing activities reached GBP 1.72m (GBP 0.44m in 2018) due to the 

cash reserves related to the acquisition of APEV and Guildprime which however were 

offset by the additions of intangible assets and the purchase of new property, plant and 

equipment. For the financing, we noted interest paid of GBP 0.22m and repayment of 

bank loan for GBP 0.90m. In total, cash amounted to GBP 4.38m (31/12/2018: GBP 

1.17m).  

0.78

1.50

2018 H1/2019
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FORECASTS AND VALUATION  

P&L (in GBPm) FY 2018 FY 2019e FY 2020e FY 2021e FY 2022e 

Revenue 12.51 52.59 136.59 190.83 233.09 

EBITDA 1.44 5.99 15.25 19.73 25.55 

EBITDA-margin 11.49% 11.4% 11.2% 10.3% 11.0% 

Net Profit 1.25 4.09 10.21 14.30 16.60 

EPS in GBP 0.03 0.12 0.26 0.36 0.42 

Source: GBC AG 

 

Strategy 

The agglomeration model allows for a fast and standardized purchase process as well as 

a quick integration of the target entities. MBH identifies four pillars for the corporate 

strategy: 

 

• Identifying highly profitable, self-funding companies with a growth potential 

• Acquisition by a share-for-share exchange (earnings-per-share accretive manner) 

• Supporting acquired entities with regards to corporate governance, financing and 

infrastructure issues 

• Setting an incentive fee structure to boost organic growth  

• Providing financial systems business process optimization      

 

Besides a share-for-share model acquisition, MBH is also considering acquisitions with 

cash payments. These may be financed through equity fundraising, new borrowings or 

hybrid solutions.     

 

The company is geographically active in the UK, New Zealand and Papua New Guinea. 

However, it remains open to new geographies in line with the above criteria of earnings-

accretive-acquisitions while no limits are set for the number of verticals. 

 

Key assumptions for the implementation of the agglomeration model can be summarised 

under:  

 

(1) Maintaining acquired companies management. The assumption becomes part of the 

business plan and drives the company development. An example is given by the tactical 

acquisitions of Acacia Training Limited. Maintaining the former management (Mrs Victo-

ria Sylvester), it has generated both organic growth and an M&A expansion with the 

acquisition of further training companies;    

(2) Extension of any licenses and, more generallly any government authorities linked to 

the single entities. Examples are given by the companies Parenta and Acacia which 

must be compliant with registrations and rules of the Education and Skills Funding Agen-

cy (ESFA);  

(3) Keeping a satisfactory level of customer services in order to win new business;  

(4) Managing previous relationships and retaining key clients (i.e. around 20% of Cape´s 

sales derive from a major customer contract).  

 

Revenues Forecasts 

One of the main criteria of the agglomeration method is acquiring small profitable com-

panies. This has led MBH to own a portfolio with consistent financials which is the basis 

for a predictable organic growth. Beyond that, we have projected a stable amount of 

M&A transactions for the next three years.  
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We expect MBH to generate revenues of around GBP 52.59m for the fiscal year 2019. 

The financial figures of APEV were included for six months only in 2019, thus, the strong 

increase in sales in 2020 is also related to the whole consolidation of APEV. Cape is, at 

the moment, the second-most important business, with around GBP 15.29m forecasted. 

Together with du Boulay contract and Guildprime Specialist Contracts Ltd, the construc-

tion service has a weight of 54.17% in total revenues. The construction services are 

forecasted to have the higher growth rate for the period 2019-2022.  

 

Revenues forecasts for the main subsidiaries (in GBPm)  

 
Source: GBC AG 

 

With regard to M&A growth, our conservative assumptions are based on historical devel-

opment and management guidance (e.g. target EBITDA multiple of 9.8x). MBH current 

pipeline is quite wide and does not show a regional focus. It clearly gives an idea of a 

willingness to expand the education segment through acquisitions for example in elderly 

home care, sport training, vocational training in the UK as well as expanding construction 

with potential target players such as asbestos removal, hydro demolition, steel fabrica-

tion or general construction services in the UK. MBH is also engaged in opening new 

verticals such as in events and media or in the IT area in Singapore or in the mining 

business in Australia.  

 

An overview of MBH´s potential M&A transactions 

Group Speciality Country Target revenues 

Education 
Vocational Training 
Provider 

UK GBP 2.50m 

Event Management Events & Digital Media Hong Kong GBP 5.44m 

IT IT Solution Provider Singapore GBP 5.05m 

Mining Mining supplies Australia GBP 7.50m 

Construction Services 
Building envelope  
Specialists 

UK GBP 24.0m 

TMT Broadcasting UK GBP 10.0m 

Other 
Sports Media  
Consultancy 

USA GBP 13.88m 

Sources: 2017 Unity Group - The Unity Group of Companies Pte Ltd, GBC AG 

 

Following the agglomeration idea of M&A growth, we have considered ten acquisitions in 

2020 for a total contribution of GBP 30.61m in consolidated revenues. For the years 

2021 and 2022 we have also assumed a stable development of ten acquisitions per year 

boosted by tactical acquisitions. As shown in the table below, the contribution of inorgan-

ic growth is expected to account for the lion´s share of total revenues by 2022.      

 

8.68 9.11 9.30 9.71

17,88

19.31 19.89 21.48

15.29

53.60 55.05
57.80

2019e 2020e 2021e 2022e

ACACIA/Parenta

CAPE

APEV
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Revenue breakdown by organic and inorganic growth (in GBPm) 

 
Source: GBC AG 

 

Earnings Forecasts 

The profitability of MBH portfolio companies allows for covering the cost base and mak-

ing earnings. The cost structure of the companies in portfolio is quite varied due to secto-

rial membership. Our model assumes for APEV a cost-of-sales rate of 76.1%, while in 

the construction services it is, on average, 80.4% and, in the education segment, it is 

around 55%. The integration due to M&A transactions brings the costs of personnel 

higher year on year. For example, APEV alone brings around 200 employees in the 

group. On this basis, we have assumed payroll expenses up to GBP 6.39m in 2019 

which are forecasted to GBP 12.31m in 2020 given the inorganic growth. 

 

Cost of personnel expenses 2019e-2022e (in GBPm) 

 
Source: GBC AG 

 

Based on the previous thesis, we have assumed an expansion in administrative expens-

es. Costs related to the tactical acquisitions such as legal costs or dealing costs should 

drive up these administrative expenses, which we have forecasted in GBP 6.39m in 

2019 and GBP 12.31m in 2020. Thus, we have conservatively assumed a constant de-

velopment of the EBITDA margin of around 11% per year. However, MBH management 

has no active role in the operational development of the subsidiaries. Further synergies 

may generate higher sales, cost savings or economies of scale and further expand the 

previous margin.  
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EBITDA Forecasts 2019e-2022e (in GBPm) 

 
Source: GBC AG 

 

For the consolidation we have assumed flat depreciation and amortization expenses in 

the range of GBP 1 to 5 million because the engineering, education and construction 

services segments are mostly service-related. Proportionally with development of operat-

ing profit, tax expenses are forecasted to grow in the first stage of our model 2019-2020. 

In total, earnings are expected to hit GBP 16.60m in 2022. 

 

Net Income growth 2019-2022 (in GBPm) 

 
Source: GBC AG 
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Valuation 

Model assumptions 

We have assessed MBH Corporation plc using a three-stage DCF model. Starting with 

the specific estimates for the years 2019 to 2022 in phase 1, the outlook for 2023 to 

2026 was developed in the second phase using value drivers. We expect increases in 

revenue of 5%. We have set 11.0% as the target EBITDA margin. We have included the 

tax rate of 20.0% in phase 2. Additionally, at the end of the forecast horizon, a residual 

value is determined in the third phase using the perpetual annuity. As the final value, we 

assume a growth rate of 2.0%. The figures were calculated in GBP (EUR/GBP 0.85€).  

 

Determining the capital costs 

The weighted average cost of capital (WACC) of MGI is calculated from the equity cost 

and the cost of debt. The market premium, the company-specific beta, as well as the 

risk-free interest rate have to be determined in order to determine the equity cost. 

 

The risk-free interest rate is derived from the current structured interest rate curves for 

risk-free bonds in accordance with the recommendations from the “Fachausschuss für 

Unternehmensbewertung und Betriebswirtschaft” (FAUB, Special Committee for Busi-

ness Valuation and Business Management) of the “Institut der Wirtschaftsprüfer in 

Deutschland e.V.” (Institute of Public Auditors in Germany). This is based on the zero 

bond interest rate calculated using the Svensson Method published by the German Bun-

desbank. In order to compensate for short-term market fluctuations, the average returns 

for the previous three months are used and the result is rounded up to the nearest 0.25 

basis points. The value currently used for the risk-free interest rate is 1.00 %. 

 

We set the historical market premium of 5.50 % as a reasonable expectation of the mar-

ket premium. This is supported by historical analyses of equity market returns. The mar-

ket premium reflects in a percentage the improved return expected from equity markets 

relative to low-risk government bonds. 

 

According to GBC estimates, a beta of 1.86 is currently determined. Using the premises 

provided, the equity cost is calculated at 11.21% (beta multiplied by risk premium plus 

risk-free interest rate). As we assume a sustainable weighting of the equity cost of 100%, 

the result is a weighted average cost of capital (WACC) of 11.21 %. 

 

Valuation result 

The resulting fair value per share for the end of the fiscal year 2020 corresponds to the 

target price of EUR 1.95 or GBP 1.66 and a BUY rating. The fair value assumes ten 

acquisitions per year. At the end of the current financial year 2020, we assume that the 

outstanding shares will increase to a total of 86.31 million. This assumption takes into 

account the so-called EPS-accretive acquisitions strategy, according to which the dilution 

effect when issuing shares for new acquisitions is less than the new EPS contribution. 
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MBH Corporation plc - Discounted Cashflow (DCF) model   

                          

  Value driver used in the DCF-model´s estimate phase: 
                          

 
  consistency - Phase     final - Phase 

 
                          

  Revenue growth       5.0%   Perpetual growth rate   2.0%   

  EBITDA-margin       11.0%   Perpetual EBITA margin   8.0%   

  Depreciation on fixed assets   40.0%   Effective tax rate in terminal value 20.0%   

  Working capital to sales     6.0%               

                          

                          

    Three-phase DCF - model: 
                          
Phase         estimate     consistency     final 
in mGBP       FY 19e FY 20e FY 21e FY 22e FY 23e FY 24e FY 25e FY 26e value 
Revenue (RE)     52.59 136.59 190.83 233.09 244.75 256.99 269.84 283.33   
Revenue change     320.3% 159.7% 39.7% 22.1% 5.0% 5.0% 5.0% 5.0% 2.0% 
Revenue to fixed assets     11.43 13.00 13.00 13.00 13.00 13.00 13.00 13.00   
EBITDA       5.99 15.25 19.73 25.55 26.83 28.17 29.58 31.06   
EBITDA-margin     11.4% 11.2% 10.3% 11.0% 11.0% 11.0% 11.0% 11.0%   
EBITA       5.02 12.83 15.68 20.07 19.66 20.64 21.67 22.75   
EBITA-margin     9.5% 9.4% 8.2% 8.6% 8.0% 8.0% 8.0% 8.0% 8.0% 
Taxes on EBITA     -0.82 -2.41 -3.01 -4.06 -3.97 -4.17 -4.38 -4.60   
Tax rate         16.3% 18.8% 19.2% 20.2% 20.2% 20.2% 20.2% 20.2% 20,0% 
EBI (NOPLAT)     4.20 10.42 12.68 16.01 15.68 16.47 17.29 18.15   
Return on Capital     73.3% 121.1% 73.1% 61.3% 49.1% 46.7% 45.2% 44.0% 41.8% 
                          
Working Capital (WC)     4.00 6.83 11.45 13.99 16.40 18.50 20.51 22.67   
WC to sales     7.6% 5.0% 6.0% 6.0% 6.7% 7.2% 7.6% 8.0%   
Investment in WC     -1.32 -2.83 -4.62 -2.54 -2.41 -2.10 -2.00 -2.16   
Operating fixed assets (OFA)     4.60 10.51 14.68 17.93 18.83 19.77 20.76 21.79   
Depreciation on OFA     -0.97 -2.43 -4.05 -5.48 -7.17 -7.53 -7.91 -8.30   
Depreciation to OFA     21.2% 23.1% 27.6% 30.6% 40.0% 40.0% 40.0% 40.0%   
CAPEX       -2.53 -8.33 -8.22 -8.73 -8.07 -8.47 -8.90 -9.34   
Capital Employed     8.60 17.34 26.13 31.92 35.23 38.27 41.26 44.46   
                          
EBITDA       5.99 15.25 19.73 25.55 26.83 28.17 29.58 31.06   
Taxes on EBITA     -0.82 -2.41 -3.01 -4.06 -3.97 -4.17 -4.38 -4.60   
Total Investment      -3.85 -11.16 -12.84 -11.27 -10.48 -10.58 -10.90 -11.50   
Investment in OFA     -2.53 -8.33 -8.22 -8.73 -8.07 -8.47 -8.90 -9.34   
Investment in WC     -1.32 -2.83 -4.62 -2.54 -2.41 -2.10 -2.00 -2.16   
Investment in Goodwill     0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00   
Free Cashflows     1.33 1.68 3.88 10.23 12.37 13.42 14.30 14.96 191.85 
                          
                          
Value operating business (due date)     147.23        Cost of Capital:       

Net present value explicit free Cashflows   45,84               

Net present value of terminal value     101.39   Risk free rate     1.0%   

Net debt         4.37   Market risk premium   5.5%   
Value of equity       142.85   Beta       1.86   
Minority interests       0.00   Cost of equity     11.2%   
Value of share capital       142.85   Target weight      100.0%   
Outstanding shares in m        86.31   Cost of debt     7.0%   
Fair value per share in GBP       1.66   Target weight     0.0%   
Fair value per share in €       1.95   Tax shield     25.0%   
                          
              WACC       11.2%   

R
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  10.6% 10.9% 11.2% 11.5% 11.8% 

41.3% 2.07 2.00 1.93 1.87 1.81 

41.5% 2.08 2.01 1.94 1.87 1.81 

41.8% 2.09 2.02 1.95 1.88 1.82 

42.0% 2.10 2.03 1.96 1.89 1.83 

42.3% 2.11 2.04 1.96 1.90 1.84 
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ANNEX 

I.  

Research under MiFID II 

1. There is a contract between the research company GBC AG and the issuer regarding the independent preparation and publication of 

this research report on the issuer. GBC AG is remunerated for this by the issuer. 

2. The research report is simultaneously made available to all interested investment services companies. 

 

II. 

Section 1 Disclaimer and exclusion of liability 

This document is intended solely for information purposes. All data and information in this study come from sources that GBC regards 

as reliable. In addition, the authors have taken every care to ensure that the facts and opinions presented here are appropriate and 

accurate. Nevertheless, no guarantee or liability can be accepted for their correctness – whether explicitly or implicitly, In addition, all 

information may be incomplete or summarised. Neither GBC nor the individual authors accept liability for any damage which may arise 

as the result of using this document or its contents, or in any other way in this connection. 

 

We would also point out that this document does not constitute an invitation to subscribe to nor to purchase any securities and must not 

be interpreted in this way. Nor may it nor any part of it be used as the basis for a binding contract of any kind whatsoever. or be cited as 

a reliable source in this context. Any decision relating to the probable offer for sale of securities for the company or companies 

discussed in this publication should be taken solely on the basis of information in the prospectuses or offer documents which are issued 

in relation to any such offer. 

 

GBC does not provide any guarantee that the indicated returns or stated target prices will be achieved. Changes to the relevant 

assumptions on which this document is based can have a material impact on the targeted returns. Income from investments is subject 

to fluctuations. Investment decisions should always be made with the assistance of an investment advisor. This document cannot 

replace the role of an advisor. 

 

Sale outside the Federal Republic of Germany: 

This publication, if sold in the UK, may only be made available to those persons who, in the meaning of the Financial Services Act 1986 

are authorised and exempt, or persons as defined in section 9 (3) of the Financial Services Act 1986 (Investment Advertisement) 

(Exemptions) Decree 1988 (amended version) and must not be transmitted directly or indirectly to other persons or groups of persons. 

 

Neither this document nor any copy of it may be taken into, transferred to or distributed within the United States of America or its 

territories and possessions. The distribution of this document in Canada, Japan or other jurisdictions may be restricted by law, and 

persons who come into possession of this publication should find out about any such restrictions and respect them. Any failure to 

respect these restrictions may represent a breach of the US, Canadian or Japanese securities laws or laws governing another 

jurisdiction. 

 

By accepting this document you accept all disclaimers of liability and the restrictions cited above. 

 

You can find the details of this disclaimer/exclusion of liability at: 

http://www,gbc-ag,de/de/Disclaimer 

 

Legal information and disclosures as required by section 85 of Securities Trading Act (WpHG) and Financial Analysis Directive 

(FinAnV) 

 

This information can also be found on the internet at the following address: 

http://www,gbc-ag,de/de/Offenlegung,htm 

 

Section 2 (I) Updates 

A detailed update of the present analysis/analyses at any fixed date has not been planned at the current time. GBC AG reserves the 

right to update the analysis without prior notice. 

 

Section 2 (II) Recommendation/ Classifications/ Rating 

Since 1/7/2006 GBC AG has used a 3-level absolute share rating system. Since 1/7/2007 these ratings relate to a time horizon of a 

minimum of 6 to a maximum of 18 months. Previously the ratings related to a time horizon of up to 12 months. When the analysis is 

published, the investment recommendations are defined based on the categories described below, including reference to the expected 

returns. Temporary price fluctuations outside of these ranges do not automatically lead to a change in classification, but can result in a 

revision of the original recommendation. 
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The recommendations/ classifications/ ratings are linked to the following expectations: 

 

 

GBC AG's target prices are determined using the fair value per share, derived using generally recognised and widely used methods of 

fundamental analysis, such as the DCF process, peer-group benchmarking and/or the sum-of-the-parts process. This is done by 

including fundamental factors such as e.g. share splits, capital reductions, capital increases, M&A activities, share buybacks, etc. 

 

Section 2 (III) Past recommendations 

Past recommendations by GBC on the current analysis/analyses can be found on the internet at the following address:  

http://www.gbc-ag.de/de/Offenlegung 

 

Section 2 (IV) Information basis 

For the creation of the present analysis/analyses publicly available information was used about the issuer(s) (where available, the last 

three published annual and quarterly reports, ad hoc announcements, press releases, share prospectuses, company presentations, 

etc.) which GBC believes to be reliable. In addition, discussions were held with the management of the company/companies involved, 

for the creation of this analysis/these analyses, in order to review in more detail the information relating to business trends. 

 

Section 2 (V) 1, Conflicts of interest as defined in section 85 of the Securities Trading Act (WpHG)  

GBC AG and the analysts concerned hereby declare that the following potential conflicts of interest exist for the company/companies 

described, at the time of this publication, and in so doing meet the requirements of section 85 of the Securities Trading Act (WpHG). A 

detailed explanation of potential conflicts of interest is also listed in the catalogue of potential conflicts of interest under section 2 (V) 2. 

 

In relation to the security or financial instrument discussed in this analysis the following possible conflict of interest exists: 

(5a,11)  

 

section 2 (V) 2, Catalogue of potential conflicts of interest 

(1) At the time of publication, GBC AG or a legal entity affiliated with it holds shares or other financial instruments in the company 

analysed or the financial instrument or financial product analysed. (2) This company holds over 3% of the shares in GBC AG or a legal 

person connected to them. 

(3) GBC AG or a legal person connected to them is a market maker or designated sponsor for the financial instruments of this company. 

(4) GBC AG or a legal person connected to them has, over the previous 12 months, organised or played a leading role in the public 

issue of financial instruments for this company. 

(5) a) GBC AG or a legal entity affiliated with it has concluded an agreement with this company or issuer of the analysed financial 

instrument in the previous 12 months on the preparation of research reports for a fee. Under this agreement, the draft financial analysis 

(excluding the valuation section) was made available to the issuer prior to publication. 

(5) b) After receiving valid amendments by the analysed company or issuer, the draft of this analysis was changed.  

(6) a) GBC AG or a legal entity affiliated with it has concluded an agreement with a third party in the previous 12 months on the 

preparation of research reports on this company or financial instrument for a fee. Under this agreement, the third party and/or company 

and/or issuer of the financial instrument has been given access to the draft analysis (excluding the valuation section) prior to publication. 

(6) b) After receiving valid amendments by the third party or issuer, the draft of this analysis was changed. 

(7) The analyst responsible for this report holds shares or other financial instruments of this company at the time of publication. 

(8) The analyst responsible for this company is a member of the company's Executive Board or Supervisory Board. 

(9) The analyst responsible for this report received or purchased shares in the company analysed by said analyst, prior to the time of 

publication. 

(10) GBC or a related legal party has closed an agreement with the underlying company regarding consulting services during the 

previous 12 months. 

(11) GBC or a related legal party has a significant financial interest in the analysed company, for example to get mandated by the 

analysed company or to provide any kind of services (such as the organization of fairs, roundtables, road shows, etc.). 

(12) At the time of the financial analysis, the analysed company is in a financial instrument or financial product (e.g. certificate, fund, 

etc.) managed or advised by GBC AG or its affiliated legal entity. 

BUY 
The expected return, based on the derived target price, incl. dividend payments within the 

relevant time horizon is >= + 10%. 

HOLD 
The expected return, based on the derived target price, incl. dividend payments within the 

relevant time horizon is > - 10% and < + 10%. 

SELL 
The expected return, based on the calculated target price, incl. dividend payments within  

the relevant time horizon, is <= - 10%. 
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Section 2 (V) 3, Compliance 

GBC has defined internal regulatory measures in order to prevent potential conflicts of interest arising or, where they do exist, to declare 

them publicly. Responsibility for the enforcement of these regulations rests with the current Compliance Officer, Kristina Bauer, Email: 

bauer@gbc-ag.de 

 

Section 2 (VI) Responsibility for report 

The company responsible for the creation of this/these analysis/analyses is GBC AG, with registered office in Augsburg, which is 

registered as a research institute with the responsible supervisory authority (Federal Financial Supervisory Authority or BaFinMarie-

Curie-Str. 24-28, 60439 Frankfurt, Germany). 

 

GBC AG is currently represented by its board members Manuel Hölzle (Chairman) and Jörg Grunwald. 

 

The analysts responsible for this analysis are: 

Dario Maugeri, M.Sc., Financial Analyst 

Cosmin Filker, Dipl. Betriebswirt (FH), Vice Head of Research 

 

Other person involved: 

Manuel Hölzle, Dipl. Kaufmann, Head of Research 

 

Section 3 Copyright 

This document is protected by copyright. It is made available to you solely for your information and may not be reproduced or distributed 

to any other person. Any use of this document outside the limits of copyright law shall, in principle, require the consent of GBC or of the 

relevant company, should the rights of usage and publication have been transferred. 
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