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The Next GE Pays You A 10% Dividend Now 

While We Earn Another 34.5% In The Next Year 

If you’ve studied business and management you’ve read or seen 
GE from the early 1980’s talked about a huge amount.  And have 
learned how Jack Welch saved the company by introducing a 
radical concept. 

GE was going to number one or two in each business it operated.  
Or it was going to sell or close down the businesses. 

This was a drastic – but necessary decision - because GE had 
become an inefficient bureaucratic nightmare. 

Quoted below from Wikipedia.  Emphasis is mine. 

“During the early 1980s he was dubbed "Neutron Jack" (in 
reference to the neutron bomb) for eliminating employees while 

leaving buildings intact. 

In Jack: Straight From The Gut, Welch states that GE had 
411,000 employees at the end of 1980, and 299,000 at 

the end of 1985. 

Of the 112,000 who left the payroll, 37,000 were in businesses 
that GE sold, and 81,000 were reduced in continuing businesses. 

https://en.wikipedia.org/wiki/Jack_Welch#cite_note-12


 

In return, GE had increased its market capital 
tremendously. Welch reduced basic research, and closed or 

sold off businesses that were under-performing.” 

And this changed fortunes for GE shareholders in a huge way 
going forward.  During Welch’s tenure from 1981 to 2001 the 
company’s share value rose 4,000%. 

That’s not a typo. 

Whether you thought his slash and burn tactics were humane or 
not; for GE shareholders Jack Welch’s tenure was amazing. 

And because of how well GE did during his tenure Mr. Welch is 
regarded as one of the best business leaders of the 20th century. 

But why did this approach work so well? 

Because it enforced strict competition standards within GE.  It 
forced every subsidiary to work towards becoming the best 
company it could be. 

GE employees at all subsidiaries knew if they didn’t work towards 
becoming great.  And achieve those goals.  That its business may 
be sold to another company.  Downsized.  Or shut down. 

This led to more innovation.  Better productivity.  Less 
bureaucracy and more efficiency at all subsidiaries.  And this led 
to better margins, compounding of value within GE.  And higher 
returns for shareholders. 

But Press On Research is about small, safe, undervalued 
companies, which have management I can trust.  And we can’t 
buy GE from the early 80’s today. 

So why am I talking about it in Press On Research?   



 

Because today’s recommendation operates using Jack Welch’s 
rule of being number one or two in each business unit it operates 
in.  And because of a multi trillion trend within its industry could 
become the next GE over time. 

But before we get to what the company is.  I need to tell you what 
it does. 

Investing In Picks and Shovels 

“During the Gold Rush, most would-be miners lost money, but 
people who sold them picks, shovels, tents and blue-jeans (Levi 

Strauss) made a nice profit.” Peter Lynch 

In the August 2015 Press On Research issue I told you about 
a great company in the tech sector that works with some of the 
biggest tech companies in the world. 

But it wasn’t a typical tech company… 

It didn’t have a social network.  Introduce a new game or app.  Or 
even improve graphics or processing speed for games and 
computers. 

It operates in what’s referred to as the picks and shovels part of 
the technology industry. 

What does this mean? 

The picks and shovels part of any industry is something that’s 
necessary to the survival of the industry.  But most people don’t 
think about. 

To continue the example from the Peter Lynch quote above; when 
people flocked to the gold rush they wanted to get rich by focusing 
on finding gold. 



 

But most people didn’t.  And the people who didn’t lost fortunes 
and became destitute. 

The people who did best during the Gold Rush were people who 
sold things like tents, jeans, picks, and shovels. 

The same thing is happening in today’s tech arena… 

Everyone is focusing on the next big app, game, or social network.  
But most of these ventures fail.  And while we have greater social 
and economic safety nets today than we did in the 1800’s.  Vast 
fortunes are still being lost today chasing the quick cash. 

That is unless you’re in the picks and shovels part of the industry.  
And like Chipmos from the August 2015 Press On Research 
issue.  Today’s company operates in that same necessary 
semiconductor and processor packaging industry. 

Handle With Care Part 2 

The number one tenant of value investing is buying companies 
selling at a discount to their intrinsic – or true – value. 

This is done so that even when making a mistake in our analysis 
we still have a good chance of making some money.  Or at least 
not losing much. 

Different value investors also incorporate things like profitability.  
Management trustability.  Cash generation.  Trends.  Etc. into 
their analysis. 

But the biggest thing for value investors after buying a company 
with a margin of safety is the ability to understand the business 
the company operates in.  And the stability of that industry. 



 

These two concepts are why most value investors keep away from 
investing in the tech industry.  Where valuations are higher than 
average.  And the industry changes at a rapid pace. 

The best kinds of businesses are ones that are necessary.  Today’s 
business is. 

As with Chipmos in August, today’s pick packages microchips and 
processors for the tech industry.  And as I said in the August 
2015 Press On Research issue: 

Companies manufacturing parts going into computers and other 
electronics have to make sure the parts work when finished. 

Since most of these hardware manufacturers have assembly 
lines set up only to make chips, processors, and memory. They 
have to outsource the testing of their products to third parties 

Without third-party specialists like our pick today testing and 
packaging products.  The part and product manufactures would 

have to test them in-house. 

This would take money away from R&D for new products. 

So not only does outsourcing save the tech giants and 
manufactures money and time.  But it also brought to life an 

entire specialized packaging, testing, and assembling industry. 

Combined this industry does billions of dollars worth of work.  
And saves the tech giants billions of dollars. 

This industry will experience wild swings when giant chip makers 
like Intel and Micron slow down.  But it will remain necessary for 
the foreseeable future. 



 

This is one of the reasons why I have no problem investing in 
“tech” for the second time as a strict value investor.  But there are 
a lot more great things about this company. 

Today’s pick is a $640 million company.  It has better margins 
than Chipmos.  It could turn into the next GE in time.  It’s 
undervalued by as much as 40% now.  Will pay us a 10% dividend 
while we wait for its shares to rise.  And produces and has a ton of 
cash compared to little debt. 

All the above combine to make this an ultra safe investment. None 
of this considers the huge trend that could explode its shares.  And 
turn the company into the next GE. 

But before I tell you what the company is, let’s do a quick 
comparison. 

Better Than Chipmos? 

When I wrote about Chipmos I showed you the following chart. 



 

 

This showed not only that Chipmos has better margins than its 
bigger competition.  But also that it was cheaper than its 
competitors. 

In total Chipmos was best in eight of 13 categories.  And SPIL 
who’s much bigger was only best in four of thirteen categories. 

What happens when you add today’s pick to the above chart? 



 

 

When adding today’s pick BE Semiconductor Industries ADR 
(BESIY) into the chart it becomes the best company in it. 

Instead of Chipmos dominating the chart.  Now BESIY does.  It 
bests the other companies in six of thirteen categories.  Chipmos 
is next best in three categories.  And SPIL is best in two. 



 

Most important though is that it’s the most undervalued company 
when combining all the relative valuations above.  The three 
relative valuations above average to 5.13. 

Anything below eight is one good sign the company’s 
undervalued. 

It also has the highest FCF/Sales margin at 21.2%.  And has an 
average earnings yield of 22.4% using the relative valuations 
above. 

I’ll explain why these are important in a bit but before we get to 
that there’s still more that’s great about BESIY. 

It also pays a huge 10% dividend.  Can buy back 10% of its shares.  
And is undervalued by as much as 40%. 

So what is this great company? 

BE Semiconductor Industries (BESIY) Could Be The 
Next GE 

 

BESIY is a $640 million market cap company based in the 
Netherlands and operates around the world. 



 

 

It develops, manufactures, and sells assembly and packaging 
equipment in the microprocessor and microchip arenas of the 
tech industry. And produces products for the following 
companies. 

Both charts taken from its most recent investor presentation. 



 

 

You’ll notice that not only does it work with some of the biggest 
hardware tech manufacturers in the world like Samsung, Micron, 
HTC, Toshiba, LG, Sharp, Qualcomm, and Fujitsu.  But also that it 
sells to direct competitors SPIL and AMKR. 

It’s always great to see smaller companies working with the giants 
in the industry.  This is because if the giants need the smaller 
companies other companies in the industry will continue to need 
this company too. 

But when direct competitors do business with a company you 
know it’s doing something right. 



 

Why else would direct competitors work with a company unless it 
had competitive advantages.  And BESIY does with its patents and 
processes. 

How do I know this?  Because its margins are higher than 
competition. 

The Power of Reducing Costs 

There’s a lot of competition in this industry.  The bigger 
competition gets the bigger contracts and more business.  And 
smaller companies get smaller contracts and less business. 

Costs are about even for everyone unless you have special 
processes, patents, or can cut costs. 

BESIY does all three.  But in the last few years has concentrated 
on cutting costs and becoming more efficient.  This is the main 
reason its margins are higher than competitors. 

Its cut costs by improving and standardizing its packaging 
processes and products.  And moving operations to Asia from 
Europe. 

Since 2013 this cost reduction plan and action raised its operating 
margin from 7.4% to 19.7% in the TTM period.  It’s Morningstar 
ROIC from 5.6% to 22.7% in the TTM period.  And it’s FCF/Sales 
from 2.5% to 21.2% in the TTM period. 

This is incredible… 

Raising margins more than five percentage points in two years is 
hard to do for an established business.  But it’s raised these all 
important margins 12.3, 17.1, and 18.7 percentage points 
respectively in that same period. 



 

I’ll explain what these mean and why they’re important below. 

But first I need to tell you why they’re important for you as 
potential shareholders. 

When margins rise a lot in a short time period it means the 
company’s becoming more efficient.  A more efficient company 
means value within the company compounds.  And in time this 
will lead to a rise in the share price. 

But this isn’t all… 

Margins that rise a lot in a short time also mean the company 
doesn’t have to issue debt or shares to grow internal business.  
And this means the company is producing excess cash it can use 
to increase shareholder returns.  But I’ll explain this more later. 

Now I need to tell you what the margins mean and why they’re 
important for you. 

Huge Margins Mean Low Debt.  A lot of Cash.  And 
Payments To You. 

The profitability a company produces is important for several 
reasons. 

First is if a company produces above average margins compared 
to competition it may mean the company has competitive 
advantages. 

Second is if a company produces above average margins it means 
the company can fund operations without having to issue debt or 
shares.  Both are bad for shareholders. 



 

Third is if a company produces above average margins.  And 
doesn’t have to issue shares or debt.  It can grow the business in a 
healthy way. 

This leads to compounding of value in the shares over time.  In 
time this means higher share prices. 

Last is if a company produces above average margins.  And it does 
or has a combination of the previous three things.  Than it enables 
the company to buy back shares and pay dividends to 
shareholders.  And BESIY does both. 

On an operating margin level BESIY’s been profitable every year 
since 2009.  In the last five years it’s averaged an 11.8% operating 
margin.  And in the last twelve months its operating margin’s 
grown to 19.7%. 

Operating margin is the money from sales left over after expenses 
like costs of goods sold and wages but is before taxes. 

Anything over 10% on a consistent basis is great. 

This means the company’s operations produce enough profit to 
sustain business – and grow – without issuing debt or shares. 
BESIY’s margins are well above this. 

But there’s a lot more that’s great for us as potential shareholders. 

We’ll begin with relative valuations TEV/EBIT, TEV/FCF, and 
TEV/OE. 

TEV stands for total enterprise value.  And is calculated as 
follows. 

Total enterprise value (TEV) = market cap + all debt equivalents 

(including capitalized value of operating leases {most of the time 



 

multiplied times 7}, unfunded pensions, etc.) – cash and cash 

equivalents – short-term investments – long-term investments – 

net deferred tax assets. 

If a company has operating leases.  Unfunded pensions.  And net 

deferred tax assets.  TEV is the best way to measure a company’s 

value on a relative basis. 

Far better even than enterprise value. 

Enterprise value while better than the useless P/E still has flaws.  

It doesn’t count operating leases.  Unfunded pensions.  Or net 

deferred tax assets.  And many times these can be significant. 

If you don’t count these in your analysis you won’t get a full view 

of what the entire company is worth.  And you could get a nasty 

surprise if a company has significant operating leases and 

pensions it can’t pay. 

TEV isn’t necessary to calculate unless the company has the above 

three things.  If the company you’re looking at doesn’t; save time 

and calculate EV. 

All numbers below go in order of calculation explained above. 

TEV for BESIY equals 690 + 15.8 (3.8 X 7 = 26.6) OP leases + 12 – 

128.9 – 15.8 = 570.7 

 TEV/EBIT = 599.7/87.1 = 6.89 

 TEV/FCF = 599.7/93.9 = 6.39 

 TEV/OE = 599.7/207 = 2.90 

 EBIT/TEV (earnings yield) = 14.5% 

http://valueinvestingjourney.com/2015/05/08/why-i-hate-the-pe-ratio/


 

 FCF/TEV (earnings yield) = 15.7% 

 OE/TEV (earnings yield) = 34.5% 

So why do I divide TEV by EBIT, FCF, and OE? 

I do this to find out how profitable a company is compared to how 

much it earns.  Either in operating margin, free cash, or owner’s 

earnings. 

The lower this number is the more undervalued the company is 

relative to how much it earns.  I look for anything below eight.   

This is the number Warren Buffett prefers to buy companies 

below.  And it’s worked well for me so I’ve kept doing it.  

Every one of BESIY’s relative valuations is below this number.  

And its average relative valuation using the numbers above is 

5.39.  Well below eight which means on a relative basis we have a 

huge margin of safety here. 

EBIT and FCF are easy to find and make adjustments to if 

necessary.  But how do I find owner’s earnings? 

Owner’s Earnings Explained 

When I started investing I read everything I could.  One day I 

came across the term owner’s earnings and was captivated. 

While I understood the basic concept that it’s the theoretical 

earnings you could take out of the company if you could control 

the company.  Also called the true economic earnings of the 

company. 



 

When I read how to calculate it I was looking at a foreign 

language.  And I got overwhelmed and gave up. 

Below is from the 1986 Berkshire Hathaway shareholder 

letter explaining owner’s earnings. 

“If we think through these questions, we can gain some insights 
about what may be called “owner earnings.” These represent (a) 
reported earnings plus (b) depreciation, depletion, amortization, 
and certain other non-cash charges such as Company N’s items 

(1) and (4) less ( c) the average annual amount of capitalized 
expenditures for plant and equipment, etc. that the business 

requires to fully maintain its long-term competitive position and 
its unit volume. (If the business requires additional working 

capital to maintain its competitive position and unit volume, the 
increment also should be included in ( c) . However, businesses 

following the LIFO inventory method usually do not require 
additional working capital if unit volume does not change.)”  

See what I mean by confusion? 

As a new value investor I knew the concept of owner’s earnings 
was one of the most important concepts for value investors.  But I 
didn’t have the basic knowledge in place to understand how to 
calculate it then. 

After years of gaining knowledge I went back and forced myself to 
learn how to calculate owner’s earnings. 

Even though it was still frustrating, once you do it a few times it 
becomes easy.  And is one of my favorite metrics now. 

So let’s start explaining how to calculate this important metric.  

http://www.berkshirehathaway.com/letters/1986.html
http://www.berkshirehathaway.com/letters/1986.html


 

BESIY’s Owner’s earnings = net income + depreciation and 

amortization +/- other non cash charges – full cap ex +/- changes 

in working capital. 

 OE = 74 + 12 + 70 – 14 + ? = ? 

All the above numbers you get from the income statement and 

cash flow statements.  Except for changes in working capital 

which you need to calculate. 

I’ll show you how to do this below. 

You’ll notice I subtract full cap ex instead of maintenance cap ex 

as well.  This is because I find it impossible to do better than 

guessing at what this number is most of the time. 

Also by subtracting full cap ex you’re getting a more conservative 

estimate of owner’s earnings as well.  And conservatism is what 

value investing is all about. 

All numbers in the changes in working capital calculation are 

either plus or minus the change in the last year’s numbers. 

Changes in working capital = +/- change in accounts receivable in 

the last year +/- change in inventory in the last year +/- change in 

prepaid expenses in the last year +/- changes in other current 

assets in the last year -/+ change in accounts payable in the last 

year -/+ change in current liabilities in the last year -/+ change in 

other working capital in the last year. 

For example if a company has an AR of 200 in 2013 but its AR 

rose to 300 in 2014 it would have a + 100 AR for the calculation. 



 

The calculation for BESIY is below. 

 Changes in WC = 39 of accounts receivable + 4 in inventory - 

0 in prepaid expenses + 90 of other current assets – 17 in 

accounts payable - 32 in current liabilities – 19 other WC = 

65 

So to finish the calculation above… 

 OE = 74 + 12 + 70 – 14 + 65 = 207 

If OE’s higher than net income its one sign the company can be 

undervalued.  And that the undervaluation hides from most 

people because most people don’t calculate owner’s earnings. 

Let me illustrate this hidden value below. 

 Owner’s earnings = 207 vs. net income of 74. 

 OE per share = 207/38.3 = 5.04 Euros per share.  This 

equals $5.70 per share at the time of this writing.  Versus 

regular net income per share of $1.94 per share. 

 OE is 2.80 times higher than NI. 

 This means that OE = 2.68 vs. a normal PE of 7.5. 

Since BESIY’s owner’s earnings are higher than its net income this 

means that its equivalent OE is 2.68.  Versus a normal PE of 7.5.  

Making the company even cheaper than it already is on a relative 

basis. 

But this still isn’t all.  BESIY has total NOLs in all countries it 

operates in equal to 137.8 million Euros.  Or $153.22 million at 



 

current exchange rates.  But I’ll explain why this is important in 

the valuation section. 

Now let’s get to earnings yield. 

Earnings yield is a metric showing the return you should expect 

owning an investment within the next year. 

In this case inverting TEV/EBIT, TEV/FCF, and TEV/OE is 

BESIY’s earnings yields above.  This shows we should expect to 

earn 14.5% to 34.5% owning it within the next year. 

Again the higher this number is the better and I look for earnings 

yields above 10%. 

Next let’s go to return on invested capital (ROIC). 

ROIC is a metric that shows us how efficient a company is at 
investing capital.  If companies don’t allocate capital well they will 
destroy value within the business.  So it’s necessary you calculate 
this number. 

 I look for any company that has an ROIC above 10%.   There are 
several ways to calculate ROIC but below is how I do it. 

ROIC = EBIT/(equity + debt and debt equivalents – cash & cash 

equivalents and other investments.) 

If a company has operating leases and unfunded pensions I 

include this in the debt equivalents part of the calculation. 

 ROIC = 77/(325 + 19 +23.5 + 10.6 – 114) 

 ROIC = 77/264.1 = 29.2% 



 

BESIY’s ROIC is 2.92 times higher than the normal threshold I 

look for.  And 6.5 percentage points higher than the 22.7% 

Morningstar has its ROIC listed as. 

If a company has significant goodwill you can subtract this 

number along with cash.  But I don’t most of the time because the 

above calculation is more conservative. 

Not only do I calculate BESIY’s ROIC well above the 10% level I 

look for.  But I calculate it’s ROIC higher than the 22.7% I find on 

Morningstar. 

I don’t know how Morningstar or similar sites calculate ROIC and 

other financial numbers.  So this is why I rely on my own 

calculations. 

While it’ll take longer to do your own work.  Doing your own work 

allows you to know what the calculation includes. And what 

factors affect each number. 

But it also enables you to find companies that have higher 

margins than on first appearance on financial sites like it did here. 

The next thing to explain is FCF/Sales. 

When a company produces huge amounts of free cash it means 

the company produces enough profits – cash – from operations to 

fund future growth without debt.  And without selling more stock 

and diluting company shareholders. 

All can destroy shareholder value. 



 

When companies produce huge free cash flow it also means the 

company can pay out dividends to its shareholders or buyback 

shares.  And BESIY does.  But we’ll come get back to this later. 

On average over the last five years BESIY’s produced a FCF/Sales 

margin of 9%.   And in the last twelve months it’s grown to 21.2%. 

This means in the last year each dollar of sales it does produces 

21.2 cents of free cash. 

This is great because average to poor businesses produce less than 

5 cents of free cash for each dollar of sales they have. 

But there’s still more that shows BESIY produces great profits for 

shareholders and grows the value within the company. 

Let’s get to two more metrics I’ve come to rely on more in the last 

two years. 

Two Metrics Buffett Relies On 

A year or so ago I was talking with a friend and value investor 
asking for book recommendations.  He said I needed to read the 
recent release of all the Berkshire Hathaway letters on Amazon. 

I knew about this release for a while but kept putting it off for two 
reasons. 

1.)  I’d already tried to read the letters four or five times.  And 
stopped each time because in the middle they get repetitive.  And 
2.)  I knew if I forced myself to read them it would take a while. 

But because of his urging I bought the Kindle version for 
$2.99. 

http://www.amazon.com/Berkshire-Hathaway-Letters-Shareholders-2014-ebook/dp/B00DUM1W3E/ref=sr_1_1?ie=UTF8&qid=1439435844&sr=8-1&keywords=berkshire+hathaway
http://www.amazon.com/Berkshire-Hathaway-Letters-Shareholders-2014-ebook/dp/B00DUM1W3E/ref=sr_1_1?ie=UTF8&qid=1439435844&sr=8-1&keywords=berkshire+hathaway


 

Note the above linked version of the book is the newest one which 
includes the 2013 and 2014 shareholder letters. 

I still got bored in the repetitive middle years.  But forced myself 
to keep reading and it’s one of the most valuable educations I’ve 
received. 

Not only are the Berkshire letters better than a MBA at teaching 
how to think about and analyze investments.  I also learned two 
metrics Buffett relies on when he evaluates companies. 

The first is return on capital employed (ROCE). 

ROCE = Operating Margin (EBIT)/total capital employed.  I 
calculate total capital employed as total assets minus current 
liabilities.  TWOC’s ROCE is below. 

 ROCE = 77/(441 – 94) = ? 

 ROCE = 77/347 = 22.2% 

ROCE is another way to measure how efficient a company is at 

using capital.  The higher this number is the better.  And I look for 

anything above 10%. 

BESIY’s is well above this yet again. 

The other metric is unlevered return on net tangible equity.  

Defined by Buffett below with emphasis being mine. 

'' What a business can be expected to earn on unleveraged net 

tangible assets, excluding any charges against earnings for 

amortization of Goodwill, is the best guide to the economic 

attractiveness of the operation. 



 

*It is also the best guide to the current value of the operation’s 
economic Goodwill.'' 

 
''Thus our first lesson: 

businesses logically are worth far more than net 
tangible assets when  they can be expected to produce 

earnings on such assets considerably in excess of 
market rates of return. The capitalized value of this 

excess return is economic Goodwill'' 

And this one from the 1992 shareholder letter 

“Leaving the question of price aside, the best business to own 
is one that over an extended period can employ large 
amounts of incremental capital at very high rates of 

return.” – Warren Buffett, 1992 Berkshire Hathaway 
Shareholder Letter 

In other words, companies having high unlevered returns on net 
tangible equity should be worth far more than normal businesses.  
But when looking through smaller companies many times they 
aren’t. 

When necessary within the scope of an issue I will talk about 
economic goodwill more. 

For now the most important thing to know about economic 
goodwill is it’s associated with companies that have large and 
sustained competitive advantages. 



 

Unlevered return on net tangible equity = EBIT/(Accounts 

receivable + inventory + property, plant, and equipment) – 

(accounts payable + accrued expenses) 

BESIY’s unlevered return on net tangible equity is: 

 77/(107 + 72 + 28) – (39 + 0) =  

 77/(207 – 39) =  

 77/168 = 45.8% 

The higher this number is the better.  And I look for anything 

above 10% so this ratio is great. 

This number can be over 100% too. 

When this happens it means for every dollar of net tangible equity 

the company spends.  It earns a dollar or more. 

I’ve only seen this one time so far.  But if you use this metric make 

sure to look for this.  It means that the company is one of the best 

businesses on the planet. 

Not only is BESIY profitable.  But it also exceeds the minimum 

numbers I look for using Buffett’s two favorite metrics by a large 

margin.  And this means BESIY should be valued far higher than 

normal businesses. 

But as you’ll see further below it’s not…  And we’ll take advantage 

of this. 

Having shown you why this huge growth in profitability is great 

for the company.  Now let me tell you why it’s great for us as 

potential shareholders. 



 

BESIY Has Authorization To Buy Back 10% of 
Outstanding Shares and Pays a 10% Dividend 

I love companies that buy back their own shares when the 
company is undervalued.  And as I’ll show further below BESIY is. 

But most small companies don’t buy back shares because they 
want to keep as much cash as possible in the business.  So they 
can continue to grow it without having to issue debt or more 
shares. 

When companies do buy back shares when the company’s 
undervalued the intrinsic value of the company rises.  This 
happens because there are fewer shares left with the same amount 
of assets. 

Fewer shares with the same amount of assets and profitability 
lead to a higher value for the remaining shares. 

Until October 2015 BESIY has authorization to buy back 10% of 
all outstanding shares.  And under the October 2012 plan its 
bought back 430,000 shares.  Or 1% of total shares outstanding. 

This was offset by some share issuance and conversions in the 
same time.  But it’s great the company hasn’t diluted 
shareholders. 

It’s also a sign that after this plan expires in October 2015 BESIY 
could enact another buyback plan.  And they should. 

But this isn’t the best news about management… 



 

It’s also paying shareholders a huge 10% dividend while we wait 
for our shares to rise in price. 

I don’t expect the 10% dividend to continue for the long-term.  
But while it does BESIY is paying us $1.68 per share, per year, in 
dividends while we wait for our shares to rise. 

The reason I don’t expect a 10% dividend for the long-term is 
because I expect BESIY will reroute some of this money towards 
buybacks.  To fund internal growth.  Or acquire another company. 

Insiders and funds love everything BESIY is doing too. 

Insider and Fund Ownership 

It’s always great to see major insider ownership. 

Why?  Because as Peter Lynch said: 

"insiders might sell their shares for any number of reasons, but 
they buy them for only one: they think the price will rise." 

So when insiders own large portions of companies I recommend I 
love it.  I also love when value oriented/small cap investment 
firms own companies I recommend too.  And insiders and funds 
own 38% of BESIY shares. 

Two small cap asset managers own 12% of BESIY too. 

Kempen Asset Management is an asset manager based in the 
Netherlands which owns 6.1% of BESIY.  It’s a small cap and high 
yield oriented firm. 



 

Darlin N.V. is a private asset manager based in the Netherlands 
which owns 5.9% of BESIY.  It’s a small cap fund that focuses on 
the Netherlands. 

These are all great things for us.  But now we need to get to deal 
with the most important question… Valuation. 

BESIY’s Undervalued By As Much As 40% 

As Warren Buffett once said, “Price is what you pay, value is 
what you get.”  

The price of a company is what the market says it is. But how do I 
establish value?  

When I recommend a stock, I try to find its “intrinsic value.” 
Intrinsic value measures a company’s true value considering 
tangible and intangible assets.  And the company’s operations. 

Think of intrinsic value this way: What would this company be 
worth if we were to buy it outright? It’s like appraising the value of 
a house or car.  

If I find the intrinsic value of a company is higher than its market 
price, that’s a good sign of an undervalued stock. 

And I valued BESIY three ways. 

The first is using earnings yield talked about above which shows 
we should expect to earn 14.5% to 34.5% in the next year owning 
BESIY. 



 

The second way I valued BESIY was by using it’s normalized five-
year average EBIT.  Multiplying by eight and 11.   Adding cash.  
Adding 37.5% of NOLs. Subtracting debt.  Dividing by the number 
of shares outstanding.  And then converting this number from 
Euros to USD. 

I used only 37.5% of NOLs because each subsidiary can use only 
the NOL’s its “earned”.  And only in the country the subsidiary 
operates. 

This means the parent company – BESIY – can’t use these to 
offset taxes on profitable earnings on its own. 

This is a slight difference but it could be huge… 

Some subsidiaries no matter what the company policy is 
underperform others.  And the reverse is true as well.  Due to this 
slight difference I’m discounting NOL’s more than normal. 

I normalized EBIT using BESIY’s five year average EBIT because 

there’s a huge jump in revenue and margins in the last twelve 

months. 

Five year average EBIT = 39.4 Euros 

39.4 X 8 = 315.2 + 114 + (NOLs of 137.8 X 37.5% = 51.7) – 19 – 

23.5 – 10.6  = 427.8 Euros / 38.3 = 11.17 Euros per share.  Or 

$12.48 per share. 

39.4 X 11 = 433.4 + 114 + (NOLs of 137.8 X 37.5% = 51.7) – 19 – 

23.5 – 10.6  = 546 Euros / 38.3 = 14.26 Euros per share.  Or 

$15.94 per share. 



 

Or overvaluations of 25.7% and 5% respectively. 

And the third way I valued BEISY is using its TTM EBIT and 
doing the same process as above. 

77 X 8 = 616 + 114 + (NOLs of 137.8 X 37.5% = 51.7) – 19 – 23.5 – 

10.6  = 728.6 Euros / 38.3 = 19.02 Euros per share.  Or $21.26 per 

share. 

77 X 11 = 847 + 114 + (NOLs of 137.8 X 37.5% = 51.7) – 19 – 23.5 

– 10.6  = 959.6 Euros / 38.3 = 25.05 Euros per share.  Or $27.99 

per share. 

Or a 21% and 40% discounts to current value respectively.  

Current share price is $16.80 per share.  And current market cap 

is $640 million as of this writing. 

If it can keep up this year’s trend of high revenues and margins 

BESIY’s undervalued by a huge margin.  But if it can’t its 

overvalued. 

So is BESIY undervalued or overvalued now? 

The Internet of Things Could Turn BESIY Into The Next 

GE 

I know a lot about the industries BESIY operates in because of my 

analysis of Chipmos.  And while I worked at the investment 

newsletter one of my topics of research was the Internet of Things 

(IoT). 



 

The IoT trend is the ongoing process of embedding just about 

everything we use with a microchips or processors.  Toasters, 

fridges, shipments, food packages, everything. 

While no one is sure how big this trend’s going to be.  Everyone is 

of the consensus is going to be gigantic.  And will change entire 

economies and the way we do everything. 

Estimates vary by a large range but by 2020 the IoT trend is 

expected to generate at least $3 trillion in sales.  And by 2022 

the IoT could produce $14 trillion in sales. 

Someone will have to package all these items and companies like 

Chipmos and BESIY will benefit in a huge way. 

Go here for more info about the IoT. 

But BESIY is already off to a great start here. 

BESIY has already grown market share in its product segments 

over the last several years as the IoT trend has picked up speed.  

You can see this in the following chart from its most recent 

investor presentation. 

https://datafloq.com/read/how-big-will-the-internet-of-things-be/523


 

 

Since 2010 it’s increased its market share from 10% to 31% in 

2014.  And the company projects this will continue to rise. 

Because of these things BESIY should be able to keep up this 

year’s numbers.  And maybe continue to improve them. 

If this happens BESIY shares could explode.  And could turn 

BESIY into the next GE. 

But even if it doesn’t we’re buying a great safe company at a cheap 

price now.  And will get paid well while we wait for our shares to 

rise in value. 

Even though all the above makes BESIY one of the best and safest 
investments I’ve come across in a long time.  And could turn the 
company into the next GE if the IoT trend takes off.  There are 



 

risks with every investment no matter how great.  And we need to 
talk about those next. 

BESIY Does Have Some Risks 

“Risk comes from not knowing what you’re doing.” Warren 
Buffett 

When looking at any situation in life you need to assess both the 

positive a negative aspects of it. 

If you only look at the positives of a situation you’ll have a lot of bad 

surprises come your way.  And bad surprises aren’t what we’re looking 

for when investing. 

By assessing risk we go into any situation with our eyes wide open. 

 This will keep our emotions in check when something bad does 

happen. 

And BESIY does have some risks. 

The first issue is that the growth in revenue and profitability in the last 

year or so may not continue into the future. 

Since 2013 to now BESIY’s revenue grew from 255 million Euros to 392 

million Euros in the TTM period.  Or growth of 35% in just two years. 

This is huge reason margins have grown so much in this time. 



 

But what about the IoT trend and growing market share you just told 

me about?  Won’t these trends continue to grow BESIY’s revenue and 

margins?  They should yes. 

But I don’t base my analysis off shoulds and ifs.  I base my analysis on 

what the company’s doing now.  And what its value and margins are 

now. 

I’ll make adjustments to these numbers like I did above in certain 

cases.  But everything in the future is icing on the cake to me.  And I 

don’t consider this in my evaluation of the company now. 

Even BESIY management is expecting revenue to drop in the short-

term.  Take a look at the following chart from its most recent investor 

presentation. 

 

Why is management expecting this? 



 

Because the chip industry is one of the most cyclical in the world.  
And the projections are in the short-term revenue and margins 
will drop a bit until the next up cycle. 

If this continues over the long-term we’re buying BESIY at about 
fair value now. 

And this leads us to the next major issue. 

As I explained about Chipmos in the August 2015 Press On 
Research issue: 

This leads to the next major issue.  The electronics 
manufacturing industry is one that tracks the overall economy. 

A downturn in the industry and economy will hurt most 
industries.  But some are more affected than others.  And the 
industry Chipmos (and BESIY) works in is one of the most 
affected industries. 

While Chipmos’ margins are great over the last five years.  
During the last recession its sales and profitability crashed. 

But this wasn’t the worst of it. 

In July 2007 Chipmos’ shares peaked at $30 a share.  And fell 
below $1 per share in November 2008.  A 99% loss in less than a 
year and a half. 

While the crash was a great time to buy shares of the company.  
The stock market is near all time highs now.  So if there is a 
market crash soon the company could get crushed. 



 

This would give us a great chance to buy shares in the company 
at super cheap levels if the last recession is any guide.  But I’m 
sure it’s something you don’t want to hear now. 

This last problem is scary for many people.  And if you choose 
not to invest in the company because of this I have no problem 
with you doing so. 

But I’m not telling you to scare you. I’m telling you the whole 
truth. 

I don’t care about valuation levels of the market.  If I did I 
wouldn’t have invested in anything for the last four years as the 
market has continued to rise. 

I’m telling you so you know the risks involved in owning this 
company.  It’s why it pays to be a long-term investor where 
spikes and crashes don’t matter as much.  And it’s why I always 
outline major risks in every issue. 

But unlike Chipmos, BESIY, won’t be as affected.  Or drop as 
much as Chipmos could in the next market crash. 

This is because BESIY has only $18.7 million of debt compared to 
$242 million of debt at Chipmos. 

The next thing is that BESIY shares are illiquid.  Average daily 
volume is only 1,506 at the time of this writing.  And shares will go 
sometimes days without trading. 

When they do sometimes they’ll rise or fall by a lot in a day. 



 

This scares some people.  But as a long-term investor I don’t care 
about this at all. 

This last thing isn’t a risk.  It’s more something important you 
need to know about. 

Both of the quoted areas below are from my exclusive Press On 
Research Glossary of Terms. 

Below I’m going to recommend you buy BESIY which is an 
American Depository Receipt or ADR. 

“American Depository Receipt (ADR): Shares of foreign 
companies that are bought by American banks and packaged 

together. The banks then sell these “foreign” shares on exchanges 
in the United States. 

Foreign companies do this to gain access to the US market but 
without having to go through further regulatory filings with the 
SEC. They do this because they are already listed on their home 
market exchange and don’t want to get charged again for the 

same things.” 

And below is why I’m recommending you buy the Y ADR BESIY 
instead of the F ADR. 

“The difference between five letter ADR’s that end in Y and F 
respectively… Great discussion in the comments section of the 
previously linked article. In short though five letter ADR’s that 
end in Y (VIVHY) are more easily bought and sold in the US. 

Automatically get taxes taken out by the foreign government. 

http://www.investopedia.com/terms/a/adr.asp
http://seekingalpha.com/article/523121-vivendi-undervalued-french-media-and-telecom-conglomerate
http://seekingalpha.com/article/523121-vivendi-undervalued-french-media-and-telecom-conglomerate


 

And they trade at the normal brokerage rate (My broker is $6.95 
per transaction.) 

Five letter ADR’s that end in F (VIVEF) are listed on the 
companies FOREIGN MARKET. In this case France. These are 

less liquid generally than the Y ADR’s and can also cost more per 
transaction… Instead of the $6.95 my broker charges on normal 

transactions, including Y ADR’s, F ADR’s cost $75 PER 
TRANSACTION with my broker.” 

Due to these things the risks with BESIY are far less than with 
Chipmos.  And the positives still far outweigh the negatives. 

Action to Take: Buy BE Semiconductor Industries Now 
Below $20 

Now is the time to buy BE Semiconductor Industries while it’s 
undervalued. 

Remember, these are worst case projections assuming no future 
growth.  And no value from the multi trillion-dollar IoT trend.  If 
things go better than I expect, we could have a bigger gain here. 

Because BESIY is such a safe and great investment make this no 
more than 7.5% of your portfolio. 

Until the next issue, happy long-term investing. 

Action to Take: Buy BESIY up to $20 per share 

Price Target: $27.99 
Position Size: 7.5% 



 

BE Semiconductor Industries is a Warren Buffett Type 
of Investment 

*** 

Note as I’m finalizing issue. 

The share price rose above my buy up to price after I had to delay 
this issue while moving my family across the country. 

This happens sometimes with small illiquid companies as their 
share prices can rise or fall a lot in a short time period. 

I apologize for this.  But don’t buy above the $20 buy up to price.   

Buying below this price gives us a margin of safety.  Be patient 
and wait for the price to drop back below $20 to buy this great 
company. 


