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Company Overview 

Daimler AG is a global automobile company with a variety of alternative products and services to meet the 

continuously changing needs of a diverse automobile industry. The divisions of Daimler include Mercedes-Benz Cars, 

Daimler Trucks, Mercedes-Benz Vans, Daimler Buses and Daimler Financial Services. Through its broad offering and 

global presence, Daimler is one of the major suppliers of premium cars as well as the largest manufacturer of 

commercial vehicles globally. In addition, Daimler Financial Services provides several solutions, such as financing, 

leasing, fleet management, insurance, investment products and brokerage of credit cards, and innovative mobility 

services. 

Daimler operates on a global level with revenue exposure to 

geographic regions including Europe (41.6%), NAFTA (28.5%) 

(Comprising US, Canada and Mexico), Asia (23.6%) and various other 

markets (6.2%).  

Daimler’s iconic Mercedes-Benz Cars contribute the most to the 

company’s revenue stream with 55.4% of 2017’s revenue. Significant 

focus has been placed on Daimler’s ability to grow its other divisions, 

especially Daimler Financial Services. Based on the recent financial 

statements its efforts have started to bear fruit. 

Financial Review 

Daimler experienced an exceptional 2017 financial year with revenue and earnings before interest and tax (EBIT) 

increasing by 7% and 14% respectively from the previous year. Net profit attributable to shareholders for the year 

amounted to €10,525 billion which encouraged a proposed dividend of €3.65 per share, a 12.3% increase from the 

previous financial year.  

Looking at the historical performance of Daimler, it is evident that the company has been continuously able to 

generate higher revenue figures with consistent growth year-on-year.  

 

Not only has Daimler increased production, the company has also been able to translate the increased turnover into 

greater profits. According to our estimates, operating profits achieved a compound annual growth rate (“CAGR”) of 

14.4% over the last 5 years. 
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Due to Daimler’s EPS growth over the last 5 years, exceptional dividend distribution growth was possible: Despite 

Daimler’s strategy for growth and expansion, the company was able to increase dividends by a CAGR of 12.9% from 

2013 to 2017. Daimler’s attractive dividend profile and earnings potential creates a solid platform for sustained long-

term growth making it an attractive opportunity at current price levels. 

 Recent Developments 

A big driver in recent years for Daimler is the production and facilitation of electric vehicles. Daimler has always been 

a market leader in the automobile industry and has not deviated with regards to the global race towards the 

production of green-energy vehicles. Daimler is continuously phasing in new electronic vehicles into its product 

range, being the first to produce an electronic heavy-duty truck (ahead of often-revered Tesla). To signify Daimler’s 

commitment to production on electronic vehicles, coupled with its focus on increasing its presence in China, 

Daimler has committed to an investment of €571 million with its Chinese joint-venture partner, BAIC, to produce 

electronic cars in China in-line with the country’s green car production and sales quota. 

Daimler Financial Services is the most interesting, from an innovation perspective, of Daimler’s divisions as this part of 

the business’s news flow has been quite restrained relative to the noise made by its competitors. Daimler Financial 

Services expanded its range of innovative mobility services  with more than 3 million users registered with car2go, 

making it the largest flexible car-sharing company globally – for context, this division is much larger than Uber. 

Through its collaboration with US start-up, Via Transportation, Daimler plans to implement ride-sharing shuttles in 

London. In addition to these existing services implemented, Daimler is working towards the integration of 

autonomous electronic vehicles with its mobility services which is expected to be launched ahead of competitors. 

Valuation 

A sum-of-the-parts (“SOTP”) valuation was utilised to value the two broad business segments of the Daimler Group 

namely: Industrial business and Financial Services business. A discounted cash flow valuation was utilised for the 

Industrial Business coupled with a justified price-to-book valuation for the Financial Services segment. The intrinsic 

value from the SOTP valuation is circa €97 per share. With the share price currently trading below €70, we estimate 

the discount to fair value to be in excess of 30%.  

For the current valuation, a conservative justified price-to-book multiple of 1 was used for the Financial Services 

business as there are still many early-stage initiatives that need to materialise in favour of Daimler for this part of the 

business to warrant an increased multiple. This might be too conservative when considering that this business 
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generates a sustainable return on equity of circa 17% at present. We however prefer to err on the side of caution 

when completing our valuations and determining investment opportunities’ fair values. 

At the end of 2017, Daimler’s share price was trading at €70.80 at the close of the market with a price-to-earnings 

(P/E) ratio of 7.2 times and an attractive dividend yield of 5.2%. During March 2017, Daimler has come under 

pressure due to unpredictable changes in the United States’ planned import taxes on European cars in the event of 

the EU retaliating to Trump’s plans to impose tariffs on steel and aluminium. This pressure could diffuse with Trump’s 

exemption of the EU from steel and aluminium tariffs. The share price is currently trading at €66.47 on a 6.8 P/E ratio 

and 5.49% dividend yield. These metrics underscore our SOTP assessment that Daimler currently offers value to 

investors. 

Conclusion 

Daimler is a global market leader with a resilient business model spearheading innovation in its industry. Through its 

120 years of operations, it has been able to maintain, and even increase, its competitive edge. Based on all factors 

discussed, Daimler appears to be undervalued by the market with a significant discount to fair value. We have 

initiated exposure to Daimler in the Integrity Global Equity Fund. 
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