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Abstract: This Equity Research aims at analysing Fiat-Chrysler Automobiles in order to assess the 

potential capital and dividend gains of holding the stock during 2020. It starts with a brief company 

description and macroeconomic overview. Afterwards, the automotive sector and its tendencies are 

analysed. Thereafter, the past performance of each operating segment is summarized to set the context 

for the valuation. The valuation resorts primarily to the DCF method. Nevertheless, the APV method 

as well as Multiples are employed to evaluate the results’ accuracy. Finally, a recommendation is, in 

addition to the associated expected gains and returns with the transaction. 
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§ Fiat-Chrysler leverages on its differentiated brands to target 

several vehicle segments. This way, the Italian manufacturer is able 

to have a significant market coverage and wide presence across the 

globe. 

§ Since the merger with Chrysler, FCA has been 

outperforming both the market and most of the peers. Nevertheless, 

it did so with significant volatility and its share price presents both 

the largest weekly upside and downfall for the past three years. 

§ The automotive industry is being profoundly reshaped by 

certain trends. Environmental concerns, increased connectivity, 

shared mobility and automation are some of the tendencies set to 

change the sector’s current paradigm, forcing its players to 

innovate. 

§ In order to remain competitive and offer its customers a 

sustainable and technologically advanced product, Fiat-Chrysler is 

expected to increase its R&D costs. 

§ In December 2019, FCA confirmed a 50/50 merger with 

PSA group. Such merger would have a significant impact on the 

reduction of R&D costs due to the possibility to share costly 

resources and facilities. This is key for greater investment to follow 

the automotive market trends. 

 

Company description 
Fiat-Chrysler Automobiles is an Italian American multinational, 
which is currently the world’s eighth largest car manufacturer. It 
results from the acquisition of the bankrupt Chrysler by Fiat, in 2014. 
With the merger, FCA increased market coverage, entering 
geographies in which Fiat did not sell before, and is targeting 
several segments with its different brands. 
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(Values in € millions) 2018 2019E 2020F 
Revenues 110412 101359 107282 

Shipments (in 
thousand units) 4,655 4,267 4,399 

EBITDA 10671 10668 11768 

Net Profit 3632 3931 3646 

EPS (in €) 2.35 2.51 2.33 

Price FY (in €) 12.68 13.30 18.74 

P/E 5.40 5.30 8.06 

Source: FCA’s Financial Statements and Analyst Estimates 

 
 
 
 
 
 

The challenge of a changing industry 

Developing a sustainable and diversified car portfolio 
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Executive summary 
Fiat-Chrysler Automobiles (FCA) Group, the result of Fiat’s acquisition of Chrysler, 

is currently one of the ten largest auto manufacturers in the world. It operates in 

140 countries and has a considerable number of R&D centres and operating plants 

around the world. When referring to market share and number of sales, the U.S. 

and Italy are the two top countries with market shares of 88% and 45% among 

their own geographical groups, respectively. FCA group is divided into five main 

segments being four of them the geographical areas where it operates (NAFTA, 

EMEA, APAC and LATAM), and Maserati Global, FCA’s luxury brand. 

As of the end of 2018, FCA reached a value of €110 billion in Total Revenues and 

had made a significant investment of €3.5 billion in research and development that 

year. However, considering the future path of the automotive industry FCA is 

expected to increase its costs in the R&D segment (CAGR of 1.74% over the next 

ten years compared to CAGR of 1.48% over the past five years) as well as higher 

capital expenditures (CAPEX) which will reach a peak of 9% during the business 

plan period. These costs will be vital, considering that the development of new 

connectivity technology, electrification and automation is expensive but key for 

FCA to remain competitive in the market and sustain its profits in the long run. 

When comparing FCA with its main competitors one can see that it outstands in 

terms of Return on Assets and Return on Equity with values of 6.4% and 25.3%, 

respectively, comparing to the competitors’ average values of 2.5% and 9.9% 

respectively. These reflect FCA’s ability to have higher returns on the same assets 

and higher profit from shareholders’ investments then its peers. However, FCA 

lags behind regarding EBITDA and Net margins with values below industry 

average, reflecting a lower ability to convert sales into profits than its competitors.  

As for future performance, FCA is expected to have revenues growing at a CAGR 

of 1.79% from 2019 onwards, and an operating margin of around 5% in the long 

run. In October of 2019, FCA announced a possible merger with the PSA group to 

take place during the year of 2020. The merger was later confirmed, at a press 

conference, in December 18th, 2019. For valuation purposes there are considered 

synergies arising from the merger reducing the forecasted R&D costs by 20%. The 

one-off restructuring costs associated with the merger reach €2.8 BN and are 

expected to be incurred in 2022. 

As of 2nd January 2020, FCA’s share price was €13.3. An investor who purchases 

the stock at this price is expected to have capital gains of €5.44, considering the 

forecasted share price of €18.74 for year-end 2020, through the DCF method. 
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Considering the projected dividend gains throughout the next year, €0.46, the 

investor is expected to achieve a potential return of 44,36%. 

Company Overview 

Fiat-Chrysler Automobiles (FCA) resulted from the full acquisition of the Chrysler 

Group by the Fiat Group in early 2014, a complete merger both in financial and 

technical terms. Since FCA was the result of a merger of an Italian company with 

an American one this allowed the group to gain market power and competitive 

advantage operating in 140 countries and employing over 200,000 persons. This 

then led to new strategic goals and a new business plan for the period of 2014-

2018 with a major focus on the financial targets and with ambitious strategic goals.  

As stated by the manufacturer, “FCA designs, engineers, manufactures and sells 

vehicles and its related parts”. It operates under several brands, each with its 

specific goals and focus. FCA operates and sells cars all around the world, North 

America being the most relevant market in terms of amount of sales and revenues. 

The group divides its operations into five segments, which consist of the four 

geographic groups where it is present and a luxury segment under the Maserati 

brand. These four geographic groups are the following: NAFTA (North America, 

Mexico, and Caribbean Islands), LATAM (Latin America), EMEA (Europe, Middle 

East and Africa), and APAC (Asia Pacific). Among these segments, NAFTA 

comprises more than 52% of total vehicle sales followed by EMEA with around 

29%. The countries with the highest values are the U.S. (88% of total vehicle sales 

among the NAFTA geographic area) and Italy (45% of total cars sales in EMEA). 

The geographical area with the least impact is APAC (4% of total vehicle sales) 

which led the group to focus part of its strategy on this group of countries, specially 

China. 

Overall, FCA operates several markets across de globe, with over 45 R&D centres 

and 102 plants. The group had around 4.8 million combined vehicle shipments, € 

110 Billion in Total Revenues and an investment of € 3.5 Billion in Research and 

Development. 

FCA shares currently trade in the New York Stock Exchange (under the symbol 

“FCAU”), and on the Milan Stock Exchange (under the symbol “FCA”). Its stock 

price has been on the price range of € 9.74 - € 10.39 in 2017 and reached the price 

of € 18.79 in 2018, which shows an upward movement in recent years. However, 

it suffered a downward movement from 2015 until 2017, going down from the 2015 

price range of € 13.44 - € 15.21. 
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Shareholder Structure 

FCA has three main shareholders which, all together, own 38.04% of 

the Group. Among these shareholders, Exor N.V. is the largest one 

with 28.98% ownership of FCA, followed by Tiger Global Management 

LLC with 4.85%. In terms of voting power, Exor N.V.’s is 42.11% which 

allows it to have a significant influence on the matters going on votes. 

Exor N.V. is controlled by the Agnelli family holding, descendant from 

one of Fiat’s founders. As of 2018, 29% of FCA’s common share were 

held in the U.S. Exhibit 1 presents the distribution of FCA’s share 

holdings. 

As of December 2018, FCA’s had 1,568 million common shares 

outstanding, some being special voting shares. FCA Board intends to 

distribute dividends of € 0.65 to holders of FCA common shares. 

Brands Overview 

Fiat-Chrysler Automobiles’ strategy is to differentiate its products through several 

brands, targeted at specific market segments and geographies. It comprises the 

following brands: Abarth, Alfa Romeo, Chrysler, Street and Racing Technology 

(SRT), Dodge SRT, Fiat, Fiat Professional, Jeep, Lancia, Maserati, Ram, Mopar, 

Comau, and Teksid, the three latter being FCA’s own engineering, technology 

development and raw materials supply companies. Regarding FCA’s car brands, 

it is worth analysing each one, in order to understand how their behaviour in the 

market has been and how they have been evolving in terms of car sales over the 

last years. Moreover, such analysis provides an insight on how FCA targets each 

market segment and geography specifically and how that allows the manufacturer 

to maintain a consistent market share over the years. 

Abarth: this brand specializes in performance modification for on-road sport cars. 

It was re-launched in 2007 and since then it has been improving its performance 

quite significantly. Between 2015 and 2018 it had an increase of 85% of total 

vehicle sales jumping from around 11,000 in 2015 to 20,700 vehicles sold in 2018. 

It has become a reference for small race car lovers. 

Alfa Romeo: Alfa Romeo is a brand with a focus on the style and unique design 

of its automobiles. FCA has a clear strategy around this brand taking full advantage 

of its popularity and high quality both in design and incorporated technology. 

Although most Alfa Romeo cars sold until 2016 were on the medium car segment, 

it had suffered a shift towards the SUVs segment since then. Accompanying this 

shift was an increase of 62% in total car sales between 2015 and 2018. 

Exhibit 1 – Holding distribution of 
FCA’s shares 
Source: Marketscreener 
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Chrysler: Chrysler’s brand is more dedicated to the production of minivans and 

full-size vehicles in North America. Having the focus on this market segment, it 

differs in the way it designs the vehicles and incorporates useful and innovative 

feature in every model. However, Chrysler vehicle sales decreased by around 50% 

since 2015 mainly due to a significant decrease in the sales on the large car 

segment. Currently, FCA has part of its strategy dedicated to the continuous 

innovation and improvements of Chrysler which is redefining its minivans and 

creating new models with new architecture and features, having prospects to grow. 

Dodge/SRT: Dodge is FCA’s division of high-performance and more aggressive 

cars. Dodge’s vehicles have been showing their power and performance in several 

races which gave them the ‘street cars’ reputation. Along the past years it had 

been quite constant in terms of vehicle sales being in the range of 450,000 to 

500,000 vehicles sold each year. This brand is now associated with street racing 

vehicles and FCA continues to improve these cars’ performance and power. 

Fiat / Fiat Professional: Fiat’s focus has been designing small and practical cars. 

This Italian brand is present in the small and medium car segments, as well as light 

commercial vehicles under the Fiat Professional designation. It has been 

innovating around this sense of size and efficiency and in terms of vehicle 

consumption and driving experience. In the past years, however, its sales in the 

smaller car segment decreased around 60%. This was compensated by an 

increase in both the minivans and small SUVs segments (300% each). Therefore, 

total Fiat vehicle sales were kept in the range of around 700,000 vehicles sold 

every year. 

Jeep: this is a well-known brand globally, in particular for its SUVs and off-road 

vehicles. Recently, this brand has been a focus of FCA to give rise to its full 

potential by expanding production to all regions and develop new models as a way 

to improve its growth around the world. Jeep’s vehicle sales increased by only 30% 

when compared to 2015. 

Lancia: Lancia is a brand with elegance and a notorious Italian style. It is designed 

for the ones that aim at having a car that stands out for its refinement and unique 

charm. In order to maintain its history and originality it is exclusively focused on 

the Italian market and it sells around 60,000 vehicles every year. 

Maserati: Maserati brings luxury and sport together into its cars. This luxury brand 

focus on high performance and style as well as to keep its Italian signature in its 

vehicles. However, it must adapt to market trends and as such it has as strategy 

to innovate towards electrification and autonomous driving technology and the goal 

of renovating the brand and its product range. This strategy is highly important to 
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boost Maserati’s vehicle sales since it suffered a fall of almost 60% in its total car 

sales since 2015. 

Ram: Ram was launched in 2009 and it is now a key player in the industries of 

heavy-duty trucks and commercial vans. This brand was separated from Dodge 

allowing it to prosper and innovate around its core industries. It has been proving 

successful and ahead of the competition with its efficient vehicles, having had an 

upward movement in its total vehicle sales of 20% between 2015 and 2018. 

In addition to all nine car brands mentioned above, FCA operates around three 

more brands, these being related not directly to the production of automobiles, but 

to all the engineering and technology that are key components of each car. Among 

these other brands are Mopar, which provides authentic accessories and car parts 

that follow FCA’s specifications, Comau, which combines engineering and 

technology with a major focus on innovation and flexibility, and Teksid, a major 

producer of iron castings and technologies for aluminium components. 

Strategy 

FCA’s main strategy for the upcoming years is to invest in new models that follow 

the same trends as the remainder of the automotive industry, such as electrification 

and autonomous driving technology. 

The group’s 2018-2022 business plan presents several strategies that will boost 

the overall performance of the group both in terms of brand success and 

geographical presence. One of the greatest concerns of the current world is 

sustainability, which is also present in FCA’s strategy, which continuously pursues 

the reduction of CO2 emissions in accordance with each region’s regulations. This 

will also allow the group to make use of new technologies and produce new 

models, especially for the brands that have become weaker and need 

improvements in their lineup and new marketing strategies. FCA’s major focus in 

terms of brand restructuring is on Alfa Romeo, Jeep, Ram and Maserati, with the 

launch of new ‘white space’ products. Regarding Maserati, the main goal is to 

position the brand as a top luxury brand with new products and models. 

In terms of geographical areas, the focus is on gaining market share in China, as 

it is a rapidly developing market but also given the fact it is one where the group 

has reduced presence. To do so, FCA will improve and renew the marketing there, 

in particular for the newly launched models. However, this will be a long-term 

strategy since there are significant market tensions currently in this geography and, 

to increase such a low market share (1.79% of total revenues in 2018) significantly, 

it will take several years. 
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Although the automotive industry is currently on a steady pace, FCA has the right 

strategies in order to continue succeeding in the market and to follow all market 

trends at the proper time. Since this is a highly competitive market FCA has agreed 

to join forces with the PSA Group. Synergies are expected to arise from the sharing 

of technologies, production plants and R&D advancements. This is a key strategy 

in order to follow the autonomous driving tendency, as well as electrification. 

Economic Overview 
Global economic activity remains weak, after the sharp downturn experienced in 

2018. In particular, the manufacturing sector, which relies heavily on international 

trade, suffered a substantial slowdown, on the one hand due to the rising trade 

and geopolitical tensions across the world and, on the other, due to a decrease in 

demand for consumer durables across the developed and emerging economies. 

These factors have been partially offset by accommodative monetary policies, 

aimed at stimulating the economy. However, the global outlook is still precarious. 

with the stability of currently stressed emerging markets and progress towards 

resolving trade wars being determinant for the economy to reverse positively. 

Forecasts set global growth at 3.2 percent in 2019 and 3.5 percent in 20201. 

In the USA - the biggest country in NAFTA – the economy has been growing 

between 2 to 3% and the unemployment rate is close to its natural rate. This 

moderate growth, which does not cause big inflation, is typically referred to as a 

Goldilocks economy. Additionally, the fed is not expected to increase interest rates 

in the near future, focusing on promoting growth rather than preventing inflation. 

Trump’s isolationist policies regarding international trade are likely to continue, 

harming investors’ confidence and investment. As presented in Exhibit 2, GDP 

growth rate in the NAFTA geography is expected to slow down in the next years 

to 2%, 1.8% and 1.6%, respectively.  

In the LATAM region, political instability is preventing countries to reach higher 

levels of growth and the economy has slowed down at the start of this year, mainly 

due to Brazil, where investors face significant uncertainty regarding the approval 

of structural reforms. Although a smaller market for FCA, Venezuela continues 

under a severe humanitarian crisis and the country’s economy is predicted to slow 

down by 35% this year. Nevertheless, the region’s forecasted GDP growth rate is 

still positive, at 1.8% for 2020 and 2.4% for 2021 and 2.6% for 2022, as 

demonstrated in Exhibit 3. 

 
1 International Monetary Fund - World Economic Outlook, July 2019 

Exhibit 2 – Real GDP Forecast in the 
NAFTA region 
Source: IMF 

Exhibit 3 – Real GDP Forecast in the 
LATAM region 
Source: IMF 
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In China – the major country of the APAC region – the economy has been suffering 

over the past years both from the cross-Pacific trade war and from a weakening 

external demand, as one can observe from Exhibit 4. Nevertheless, the 

government is expected to stimulate the economy to face this adversity and the 

region’s GDP is estimated to grow at 4.9% in 2020 and 5.2% in 2021 and 2022. 

Finally, in Europe - FCA’s target market in the EMEA region - the economy has 

been growing slowly but steadily, as Exhibit 5 presents. Brexit has taken a negative 

impact on the UK’s economy; uncertainty remains over the region’s future and 

investors are moving out to other EU countries. In Germany, a weak external 

demand is prejudicing growth. In France, the outlook is positive, as the impact of 

protests is lowering and growth is expected to be boosted by fiscal stimulus. In the 

Middle East and Africa, the economy is estimated to have a higher growth. 

However, these regions are not as representative of FCA sales currently as 

Europe. Thus, these are only considered further in the future, as they develop. All 

in all, the region’s economy is expected to grow at 1.7% in the following three 

years. 

The Sector 

Industry Overview 

Since the verge of the millennium the automotive industry has been expanding at 

a significant pace, as demonstrated in Exhibit 6. Behind this high growth were, 

among others, less strict regulation regarding vehicle pollution than today and the 

rapid development of the emerging economies. However, the automotive industry 

reached a peak in 2017 and has decreased nearly 2% over the past two years. 

Due to the tendencies affecting the sector, described further in this report, over the 

next decade it is expected a market contraction in the more mature markets, 

NAFTA and EMEA, and a conservative growth rate in the developing regions 

APAC and LATAM. 

The sector is dominated by a few large manufacturers, some comprising several 

bands. Exhibit 7 presents the unit sales of 11 of the largest manufacturers 

worldwide, which represent more than 70% of worldwide unit sales. Despite a 

lower growth than, for instance, BMW or Daimler, Fiat-Chrysler has maintained a 

consistent level of shipments over the past years, demonstrating the company 

stability in the sector. 

Following the merger with Chrysler, FCA was able to achieve a significant 

geographical coverage, taking advantage of a diversified brands’ portfolio to target 

each market specifically. Additionally, its production is spread globally by 102 

Exhibit 7 – Vehicle Sales Evolution for 
selected Peers 
Source: Companies’ Annual Reports 

Exhibit 6 – Worldwide Vehicle Sales 
from 2000 to 2018 
Source: Statista 

Exhibit 5 – Real GDP Forecast in the 
EMEA region 
Source: IMF 

Exhibit 4 – Real GDP Forecast in the 
APAC region 
Source: IMF 



 

 
FIAT-CHRYSLER AUTOMOBILES COMPANY REPORT 

 

 

 
  PAGE 10/31 
 

 

 

factories, which provides the manufacturer a natural hedge against currency 

fluctuations. These two factors are crucial for FCA’s stable performance. 

The automotive industry has been experiencing significant changes over the past 

years. New trends, powered by more demanding and conscious customers, are 

pushing competitors to provide an improved product and alternative mobility 

solutions. Setting ground for this disruption are stricter environmental policies, a 

shift in demand towards renewable sources of energy, the increasing need for 

connectivity, changing demographics, shared mobility and vehicle automation. 

Environment & Renewables 

It is a fact that cars leave a considerable footprint even before rolling out of the 

factory, a result from raw materials’ production and all involved logistics. 

Additionally, cars keep polluting past the end of their lifespan, with toxic materials 

being disposed of in the environment. However, most environmental impact comes 

from the usage of fossil fuels, which are one of the main drivers of air pollution and 

greenhouse gases. Considering the worsening climate conditions, the significant 

technology improvements and upcoming public policies regarding alternative fuels, 

consumers are shifting their demand towards greener mobility solutions. In the car 

industry these are mainly met with electric or hydrogen powered vehicles. In the 

short to medium term, the latter do not constitute a viable alternative, as they 

require a supply network similar to petrol and diesel and, in order to dilute the costs 

of such a massive investment, the number of vehicles circulating using this 

technology would have to increase dramatically. On the contrary, most “green 

investment” is being done on car electrification, an easier to implement solution in 

the more developed regions, as the electric grid already exists. 

Some of the challenges electric cars face are the high battery costs and the limited 

supply of raw materials used in its production. Additionally, the energy they use is 

usually not from a renewable source, which partially destroys the purpose of 

electrification and raises question marks on the difference vs a “regular” car. The 

success of electric cars relies heavily on battery production capacity, which in turn 

is limited by mining supply capabilities, and on the technological improvements 

required to increase autonomy and drive prices down, making these vehicles 

affordable for the mass market. 

As described in the Business Plan 2018-2022, Fiat-Chrysler is committed in the 

electrification of their fleet, starting by the offer of plug-in electric versions of certain 

models and at a further stage 100% electric options. In LATAM, the company is in 

the frontline regarding ethanol-powered vehicles, a biofuel derived from sugarcane 

that is widely used in the region. In Brazil, the consumption of ethanol reaches 
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50% that of gasoline, a share that is expected to grow further. This alternative fuel 

is eco-friendlier than the traditional one, given that 70 to 80% of the CO2 emitted 

by the car is captured in the sugarcane photosynthetic process. As vehicle 

electrification is harder to implement in the developing regions, FCA strategy is to 

further explore this type of powertrain, particularly in LATAM. 

Connectivity 

Since the middle of the past century, the automotive industry has been 

incorporating technology into the luxury segments and, from the simplest car 

radios and monstrous car phones of the past to the fully connected Tesla 

infotainments of today, manufacturers want to make sure their clients do not “miss 

out on the world” while driving. For a few years now, manufacturers have allowed 

drivers to connect their smartphones to the car, being able to reproduce music and 

make calls. Currently, it is already possible to mirror a smartphone on the cars’ 

infotainment display, use it to unlock the car, start the engine, set climatization, 

check fuel levels or even remotely move the vehicle out of a tight parking spot. In 

a few years, with vehicle automation, connectivity may see its role in the industry 

increased. Cars will be able to share data between themselves and Artificial 

Intelligence solutions can be used to optimize routes, reduce costs and, most 

importantly, improve safety. 

Following this trend and, in order to remain competitive, FCA is committed in 

increasing the connectivity experience offered by their vehicles. In order to do so, 

it is expected an increase in R&D costs throughout the following decade, which 

will not translate into an increase in prices, given that other manufacturers are 

already a step ahead in this field with similar pricing. 

Demographics & Shared Mobility 

From 1950 to 2018, worldwide urban population has grown from 751 million to a 

staggering 4.2 billion, representing nearly 55% of the world’s population. According 

to forecasts made by the United Nations2, this figure is expected to continue 

increasing, reaching 68% by 2050, which translates into 2.5 billion new urban 

residents. In a decade, the world is projected to have 43 cities with more than 10 

million inhabitants. This mass concentration will further aggravate the problems 

large cities already face in respect to traffic jams and the lack of parking spaces. 

Furthermore, due to environmental concerns, governments are implementing 

policies in order to reduce the number of cars circulating in large cities, while 

investing in a more efficient network of public transports.  

 
2 United Nations - “World Urbanization Prospects, 2018 Revision” 
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Considering this, the ownership of a car is increasingly becoming a liability and 

consumers are opting for alternative means of transportation for their daily 

commute. In fact, the way people look at cars has been changing. What was once 

considered to be a means for freedom, a product that allowed people to get 

together and go to work, is now thought of by younger generations rather as a 

service, just to go from point A to B. This service, which has been provided by 

public transportation for a long time now, is being complemented by ride-hailing 

platforms, such as Uber and Lyft, scooter and car sharing platforms. Daimler and 

BMW have already invested in the latter solution, respectively with Car2Go and 

DriveNow, making them not only vehicle manufacturers but also the service 

providers, incorporating the existing value chain towards the end user. 

According to the European NGO Transport & Environment3, the average car 

remains unused for nearly 90% of the time and, according to a study by McKinsey4, 

67% of car sharing users expect to increase usage a lot in the following years. 

Thus, a likely scenario is for people to change the paradigm of owning a fit-for-all 

vehicle and start using the most convenient shared mobility solution available for 

each situation. As stated by McKinsey, in ten years, one out of every ten cars sold 

may be a shared vehicle, which negatively impacts the sales of privately-owned 

vehicles. However, shared cars have higher wear and tear than the latter, due to 

higher utilization rates, and are replaced more often. It is predicted that the latter 

will partially offset the reduction in private car sales. 

The cars currently used in sharing platforms already represent just a few models 

and the tendency is for further standardization, with less complex designs, less 

powerful engines and simpler interiors. This results in less complicated and more 

efficient assembly processes, leading to an expected reduction of up to 25% on 

the typical car price. Due to the high competition in the sector and to the fact that 

this may become the new reality, not only an exception, this reduction in production 

costs is expected to be reflected in the car prices, therefore, manufacturers will not 

see their margins increase. 

Automation 

Automation is perhaps the most awaited revolution in the car industry, with several 

manufacturers already undertaking projects regarding self-driving. Still, contrary to 

predictions made by several CEOs, the sight of an autonomous vehicle cruising 

around the highway is still not common nowadays and it will likely take another 

 
3 Transport and Environment - “Does sharing cars really reduce car use?” 
4 McKinsey - “How shared mobility will change the automotive industry?” - Anne Grosse-Ophoff, Saskia Hausler, Kersten Heineke and 
Timo Möller, April 2017 
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decade for these vehicles to be introduced in the larger cities. The difficulties 

encountered when implementing machine learning and artificial intelligence 

processes in such technology are higher than expected and the lack of regulation 

regarding this new mobility solution is proving to be determinant on its successful 

implementation. Despite the safety improvements that an autonomous and 

connected car network may bring, there is still scepticism arising on the conditions 

under which these vehicles may fail and the road for regulators and insurers to 

catch up is still long. 

One of the fields in which automation may contribute significantly is regarding the 

economic viability of a shared mobility platform, which is currently sustainable only 

in highly populated cities. In addition to allowing users to ride without a driver, 

autonomous cars would allow platforms to position their vehicles optimally or even 

make them ‘callable on demand’, requiring a smaller fleet and reducing the 

associated costs. FCA predicts this to be a major advancement in the future and 

has partnered with Google to provide over 50,000 Chrysler minivans for the 

Waymo project, which aims at developing a self-driving taxi service in the US. 

Increasing Competition 

The automotive industry is significantly well protected against the threat of new 

entrants, due to high capital requirements and economies of scale but mainly due 

to the extensive years and R&D it would be needed for a new player to become 

competitive. Additionally, the sector is dominated by large groups, each one 

comprising several brands, as mergers are the way manufacturers seek to exploit 

synergies, increase presence in different geographies and split the burden of R&D 

costs. This reduces customer's bargaining power, as their alternative is more and 

more likely to be a brand within the same group. However, the threat of substitution 

is real as urban commuters are looking for other mobility solutions. Furthermore, 

the giant tech companies, Google and Apple, already showed interest in entering 

the sector as software providers and possibly as manufacturers, the latter having 

the ambitious intentions of releasing their own car by 2020. As software 

competence is becoming one of the most important factors in the industry, this will 

put pressure on existing players to increase their R&D. Considering the 

aforementioned, competition is likely to increase in the industry, with 

manufacturers competing for each other’s market share, driving margins down. 
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Comparables 
Fiat-Chrysler vs The Market and Competitors 

Since the merger between 

Fiat and Chrysler took place, 

in 2014, the company has 

been generally outperforming 

the market and most of its 

competitors, as shown in 

Exhibit 8. In Exhibit 9, one can 

observe the stock’s 

cumulative returns, relatively 

high in comparison to the 

Stoxx Europe 600 and MSCI Indexes. However, Fiat-Chrysler’s stock presents a 

significant volatility, and it has suffered a significant downturn in 2018, in line with 

the market, which was followed by a mediocre return in 2019. In fact, as can be 

observed in Exhibit 10, over the past three years, FCA’s stock presented both the 

biggest weekly price downfall, at -15.4% in mid-June 2017, and the biggest price 

hike, at 18.4% in January 2018. Compared to the indexes, these maximum stock 

fluctuations have more than three times the magnitude of the market’s, posing an 

additional risk for short term investment strategies. 

Nevertheless, Fiat-Chrysler Automobiles is expected to generate consistent EPS 

throughout the next decades, as can be observed in Exhibit 11. During the 

Business Plan 2018-2022 they target a low Payout Ratio, which is expected to rise 

afterwards, increasing the dividends distributed to shareholders. 

 

 

Operating Ratios 

Regarding Activity Ratios, as shown in Exhibit 12, FCA presents a Cash 

Conversion Cycle of -25.3 days, meaning that the firm is able to convert its 

inventory into sales faster than they pay to suppliers. This indicator is outstanding 

when compared to the average of 125.4 days competitors face between 

investment in inventory and conversion into sales. Despite FCA not being the most 

efficient converting inventory into sales, as their average holding period is not 

particularly good, they are very efficient managing their accounts payables and 

receivables as they are much quicker collecting from clients than its competitors 

and pay later to their suppliers. 

Exhibit 10 – Past 3 years’ Weekly 
Largest Upside and Downfall for 
selected peers and market indexes 
Source: Bloomberg 
 

        Exhibit 9 – Weekly Cumulative Returns 
        Source: Bloomberg 

Exhibit 12 – Activity Ratios for FCA and 
selected Peers. 
Source: Analyst Estimates; Bloomberg 

Exhibit 8 – Yearly Returns for 
selected peers and market indexes 
Source: Bloomberg 
 

Exhibit 11 – FCA’s Projected EPS 
and Dividend distributions 
Source: Analyst Estimates 
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When looking at the industry’s profitability margins, presented in Exhibit 13, it is 

evident that FCA retains a lower amount of its revenues after incurring all direct 

costs associated with producing the goods and providing services, as it has a lower 

Gross Margin than most competitors. Additionally, both EBITDA and Net margins 

are also below the industry’s average, meaning they are not converting sales into 

profit as efficiently as competitors. FCA has set as goal improving their margins, in 

their Business Plan 2018-2022, however, at a too ambitious level, which we do not 

expect them to achieve, as described further in the report. 

In terms of Assets’ Profitability, FCA is performing well above its peers, as one can 

observe in Exhibit 14, with a Return on Assets (ROA) of 6.4% quite higher than 

the average of 2.5% of the comparables. This means FCA is able to generate more 

profit with the same assets than its competitors. Additionally, Fiat-Chrysler also 

has a higher Asset Turnover, as they are able to generate more revenue with the 

same assets. Regarding Return on Equity, FCA also stands out positively, with its 

ROE of 25.3% being more than double the comparables’ average of 9.9%, which 

means the firm is able to generate more profit from its shareholders’ investment 

than its peers. 

In what concerns the liquidity position of FCA, it is possible to draw from Exhibit 15 

that the company has less ability to pay short-term obligations with their current 

assets than the average of its competitors, as it has a lower Current Ratio. They 

have less ability to pay the same current liabilities with their readily available 

assets, having a lower Quick Ratio and less ability to pay them using the most 

liquid resources, cash and cash equivalents, as they have a lower Cash Ratio. 

Segment Performance 

NAFTA (North America, Mexico, Canada and Caribbean Islands) 

NAFTA is the segment with the most impact on FCA’s sales and revenues, with 

more than 50% of total vehicle shipments of the group. Among this region, U.S. is 

the most significant country with the highest number of sales. The NAFTA segment 

presented a record high Adjusted EBIT and a high performance in the overall in 

2018. Jeep and Ram brands had significant increases in their sales in the U.S. due 

to a change in demand in this region towards trucks and SUVs. In summary, this 

region had a strong performance having most revenues come from larger size 

vehicles such as trucks and SUVs. Despite having had a significantly lower number 

of shipments in 2019 and the outlook for NAFTA of a contraction in vehicle sales, 

this is expected to be an exceptionally bad year, therefore, shipments in this region 

will recover slightly in 2020. Afterwards, revenues in this segment are expected to 

Exhibit 13 – Operational Profitability 
Ratios for FCA and selected Peers. 
Source: Analyst Estimates; Bloomberg 

Exhibit 14 – Assets’ Profitability Ratios 
for FCA and selected Peers. 
Source: Analyst Estimates; Bloomberg 

Exhibit 16 – Historical and Projected 
Revenues per segment 
Source: Analyst Estimates; FCA’s 
Annual Report 
 

Exhibit 15 – Liquidity Ratios for FCA 
and selected Peers. 
Source: Analyst Estimates; Bloomberg 
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grow at a CAGR of 2.83% during the business plan period and at 1.52% in the 

long run.  

LATAM (Latin America) 

LATAM presented a strong growth as well with a CAGR of 8.23% between 2015 

and 2018. Most revenues in this segment come from sales in Brazil and of those, 

most are from passenger cars, small commercial vehicles and SUVs. This region, 

especially Brazil, has a strong advantage in the production of ethanol produced 

from sugar cane which is 80% renewable and is a significant aspect of this 

segment. However, it is also worth noticing that shipments into Latin America were 

quite affected by the economic tensions in Argentina. As so, this segment will slow 

down in terms of revenue growth, going down to a CAGR of 5.33% for the business 

plan period and of 3.31% for the following years. 

EMEA (Europe, Middle East, and Africa) 

EMEA is the second most relevant segment of FCA Group having around 29% of 

total sales in 2018. Inside EMEA, Italy is the country that present the highest 

number of sales and revenues. In this segment the type of vehicles that sell the 

most are passenger and light commercial vehicles. In terms of performance, this 

segment suffered from new regulations that lowered the number of sales, which, 

together with higher advertising costs of Jeep, led to a decrease in Adjusted EBIT. 

On the other side, FCA increased its product offering in this region with new 

models being launched and expects a CAGR of 0.68% for the next few years, 

which will increase to 1.95% for the long run period (2030-2039).  

APAC (Asia Pacific and Australia) 

APAC was the weakest segment resulting in a much lower Adjusted EBIT, mainly 

due to trade and regulatory challenges. In addition, APAC is the region where FCA 

has the lowest market share and less amount of sales and revenues. This region 

was highly affected by China’s market weakness but partially offset by an increase 

in India’s number of shipments resulting in a decrease of 44% from 2015 to 2018. 

However, it is expected to recover due to the introduction of new and improved 

vehicle models in the market resulting in a CAGR of 7.44% in revenues for the 

following ten years.  

Maserati Global (Luxury brand segment) 

Maserati is FCA’s luxury brand segment and it focuses on the sale of luxury 

vehicles around the world. In 2018 Maserati presented lower results in the overall, 

due to market complications in China and lower volumes in North America and 

Europe. Since the highest number of sales are in U.S. and China, all these events 
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affected the segment significantly, with a reduction of 34.38% in revenues from 

2017 to 2018. However, FCA expects this segment to improve its performance and 

results with the entry of new and improved models in the market, estimating a 

CAGR in revenues of 1.88% for the future period (2023-2039). 

Valuation 

Assumptions 
Value Drivers Forecast 

Fiat-Chrysler’s main value drivers are Number of Shipments and Average 

Shipment Price. The firm reports both the revenue and the number of shipments 

for each geography, thus, the average price is sourced combining these two inputs. 

Using both internal reports, estimations made by the company and external market 

research, it was assessed the potential growth rate of the auto industry for each 

geography. NAFTA and EMEA, being the more mature markets, are likely to be in 

the frontline of the transition to shared mobility and automation. Thus, car sales 

are expected to retract slightly over the next decade and a growth rate of -1% is 

estimated for both regions, below FCA’s forecast of -1% for NAFTA and 2% for 

EMEA. On the opposite, LATAM is still a market under development, thus, 

advancements regarding automation, shared mobility or even mass electrification 

are not expected to occur in the near future. Therefore, a growth rate of 3% is 

forecasted for the region. The APAC region has also been experiencing a 

considerable growth, boosted by the emerging economies. The current paradigm 

is also not expected to change dramatically in the coming years, so a growth rate 

of 2% is estimated for the region. Finally, the luxury car market has been growing 

over the past years, mainly due to an increased demand from Asia, and is 

expected to continue growing at a rate of 1%. These rates (CAGRs) are the ones 

at which the market is expected to grow, in terms of vehicle sales, over the 

following decade.  

In the NAFTA, LATAM and EMEA geographies, FCA has consistently been 

maintaining market shares of approximately 12%, 12.5% and 6.5%. Given the 

manufacturers diversified portfolio of brands, which provides it a solid competitive 

position in these regions, the manufacturer is expected to maintain near constant 

market shares over time in these geographies. Therefore, it is predicted that the 

Number of Shipments will evolve in line with each region’s market growth rates. In 

APAC, the manufacturer is projected to achieve a slightly higher growth rate than 

the industry, at 3%, given the increasing demand for luxury vehicles and SUVs that 

FCA will target with the new Jeep and Alfa Romeo products and the manufacturers’ 
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current low market share. Finally, the Maserati Global segment is expected to grow 

extraordinarily, reaching 35 thousand shipments by the end of the Business Plan 

in 2022, as the brand is undergoing a re-launch, accompanying the luxury car 

market’s growth rate thereafter. 

Furthermore, data was retrieved about real GDP growth forecasts for each 

geography for the remaining of the business plan’s period, 2019 to 2022. From 

that year afterwards, the forecasted real GDP was retrieved for a basket of 

countries, representative of each geography, and then the CAGR was deduced for 

the periods of 2022-2030 and 2030-2060. Having forecasted the real GDP growth 

in each geography for all the explicit horizon, it is expected that the Average 

Shipment Price will grow at this rate until 2029. It was then calculated a GDP 

growth rate for all geographies, weighted by the share of each one in Total 

Revenues. The result is the rate at which Total Revenues are predicted to grow 

from 2030 onwards. 

Regarding the company’s costs, there are some limitations on data availability. 

FCA does not release the breakdown of costs per geography in any of its public 

documents and investors’ relations were not able to provide this information. Thus, 

the sum of the captions ‘Cost of Goods Sold’, ‘Selling General and Administrative’ 

and ‘Research and Development’ for each geography was deduced from the 

segment reporting notes, using segment Revenues and EBIT. 

Arbitrarily trying to further break down these captions could significantly mislead 

the forecast of Total Costs. Furthermore, no major shifts are expected in the raw 

materials’ markets, which are mainly the ones for rubber and aluminium. In fact, 

the latter has lately been oversupplied, which led to a price stagnation. Moreover, 

FCA sources certain vehicle components indoors, from their own producers Teksid 

and Comau, which partially protects them from components occasional price hikes 

due to demand peaks. Additionally, the weight of labour costs in Total Costs 

incurred by the company is predicted to remain constant in the near future, given 

that the production process is already significantly automated. Therefore, it was 

opted to directly forecast the EBIT Margin for each segment, using both company’s 

Business Plan 2018-2022 estimations, comparative performance, relative to its 

peers, historical results and market studies. 

It is predicted that, by the end of the Business Plan 2018-2022, FCA will achieve 

an EBIT Margin of 9% in the NAFTA segment, 2% in LATAM, 5% in APAC, 2% in 

EMEA and 10% in Maserati Global. These values, more conservative than the 

company’s expectations, reflect the pressure that increasing competition will put 

on manufacturers in the future. Additionally, due to stricter environmental 
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regulations to be applied in the NAFTA region over the next decade, the average 

cost per shipment is expected to exceptionally increase by nearly 1,500$. Given 

that FCA has historically maintained a good margin in this geography, which is a 

particularly competitive one, this additional cost will likely not be reflected in prices. 

Thus, it is considered a progressive increase in COGS, which translates into a 

progressive decrease in the EBIT Margin to 6.4% by 2029. In the remaining 

segments, as margins are relatively thin, it is estimated that an increase in costs 

would be reflected in a price increase; therefore, keeping the aforementioned 

margins constant is a fair proxy for the future. 

Regarding the recent announcement of a merger with PSA, it is predicted that FCA 

will be able to reduce 20% of its forecasted Research and Development costs, 

benefiting from the synergies that arise with the pooling of both companies’ 

acquired knowledge. In the press release FCA announces possible one-off costs 

of €2.8BN, associated with the necessary structural changes to achieve these 

future savings, which were considered to occur in 2022. 

Furthermore, an increase in Research and Development Costs is expected over 

the next decade. This is due to the fact that Fiat-Chrysler is lagging behind the run 

for electrification and automation in the industry. In order to catch the pace of the 

further developed Tesla and VW Group, significant investment will be required. 

Starting in 2023 until 2029, it is considered incremental R&D costs with a peak of 

an additional 50% in 2026. Again, considering a merger with PSA and the 

consequent synergies, it is estimated that FCA will be able to split these additional 

R&D expenses. 

Capex 

FCA is planning on having capital expenditures of around 6% of Revenues, 2020 

being an exception with a value of 9%. These values reflect FCA’s strategy 

accurately given their future investment plans, such as new infrastructures, 

improved technology and electrification. As so, these were the values considered 

for valuation purposes. 

The forecast on PP&E for the business plan period (2018-2020) was made given 

the CAPEX values predicted by the company as these were accurate values of 

what is predicted to happen. For the period after the business plan, PP&E was 

assumed to grow with revenues at a fixed percentage, consistent with ones 

presented during the previous period. 

Depreciation has been particularly constant through the years, around 10% of 

PP&E, Goodwill and other intangible assets. Considering this quite constant value, 
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depreciation forecast was made based on an average percentage of 10.36% and 

expected to remain close this proportion. 

As so, forecast in CAPEX was consistent with the values presented on the 

business plan for that period, and afterwards it is assumed to continue growing as 

FCA is expecting several new investments and overall improvement regarding 

both facilities and vehicles equipment. However, this CAPEX growth will slow down 

slightly over the years since it would not be realistic to assume FCA will continue 

to invest in as many new assets in the long term. 

Cost of Debt, Equity and WACC 

Fiat-Chrysler Automobiles’ longest-term outstanding bond, denominated in euros, 

matures at 29/03/2024. It has a coupon of 3.75% and it is trading at a price of 

€113.243, which implies a yield to maturity of 0.584%. In order to calculate the true 

cost of debt of the firm, a reasonable probability of default and loss given default 

can be proxied from Moody’s PD and LGD tables, for FCA’s credit rating Ba1. 

Considering the estimated PD of 1.03% and LGD of 55%, it is predicted that FCA 

bears a cost of debt of 0.012%, which implies an after-tax cost of debt of 

approximately 0.010%, considering the tax shield of interest at the 18% marginal 

tax rate. 

The cost of equity was determined using the Capital Asset Pricing Model (CAPM). 

To do so, both the historical stock prices of FCA and the Stoxx Europe 600 Index 

were retrieved. It was considered as risk-free asset the 3-month German 

Eurobond, in order to compute excess returns and perform the regression for Beta. 

Using weekly data for the past 3 years, it was determined a Beta of 1.758, with a 

standard error of 0.226, which results in a 95% confidence interval of [1.311;2.205], 

as shown in Exhibit 17.  

Due to the significantly broad confidence interval, this Beta was calibrated, at a 

50/50 weighting, with the industry’s average unlevered cost of equity, which was 

relevered to FCA’s target D/E level. In order to assess the industry’s average 

unlevered cost of equity, the same procedure described above was applied to each 

company of FCA’s competitive set, mentioned in the Comparables section of the 

report: Toyota, VW, General Motors, Ford, Nissan, Honda, Renault, PSA, BMW 

and Daimler. It was considered risk-free assets and market indexes denominated 

in each stock’s base currency. The result is in an industry’s average unlevered 

Beta of 1.155, as presented in Exhibit 18, which is relevered, according to FCA’s 

target capital structure, to 1.318. Therefore, it was estimated an average levered 

beta of 1.538. 
Exhibit 18 – Inputs for Valuation  
Source: Analyst Estimates; Data 
from Bloomberg 

Exhibit 17 – Summary of 
Beta Regression Output 
Source: Analyst Estimates 
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Following the CAPM formula and, considering the 3-month German Eurobond 

mentioned above as the risk-free asset and a market risk premium of 5.75%, based 

on KPMG’s Jun 2019 Research Summary recommendation5, it was determined 

that FCA faces a cost of equity of 8.23%, which translates into an unlevered cost 

of equity of 7.12%, as presented in Exhibit 18. 

As the company is not expected to significantly change their target debt level in 

the future, the Weighted Average Cost of Capital (WACC) is assumed to remain 

constant throughout time. Considering the Debt to Equity ratio for year-end 2019, 

of 15.59%, the aforementioned after-tax cost of debt and cost of equity, the 

company’s WACC is predicted to be 7.12%. 

Output 
DCF Model 

The first model used in FCA’s valuation was the DCF (Discounted Cash Flow) 

model. For the explicit horizon, 2020 to 2039, the discounted cash flows sum to € 

36,081 million. In the last year of the explicit horizon, 2039, the RONIC is estimated 

to be 8.58%, while ROIC progressively decreases over the explicit period to the 

value of 11.96%, by the same year. For the perpetuity period, starting in 2039, it 

was predicted that the company’s CFs would grow at a long-term rate of, 

approximately, 1.95%. This translates into a discounted terminal value of € 21,553 

million, with a weight of 37% in the sum of discounted CFs. Considering the non-

core business at its book value of € (31,465) million leads to an enterprise value 

of € 26,168 million. Having a projected net debt of € (3,201) million, the Equity 

value results to be equal to € 29,370 million. Given Fiat-Chrysler’s number of 

shares outstanding, 1,567.52 million, its target share price by the end of 2020 is 

estimated to be € 18.74. Furthermore, investors who hold FCA’s stock during 2020 

are expected to receive distributions in the amount of € 0.46. This target price 

implies a current stock undervaluation by the market, leading to expected capital 

gains of € 5.44, in addition to the € 0.46 in dividends. This results in an estimated 

return of 44.36% for an investor who buys the stock at the current price and holds 

it until the end of December 2020. Nevertheless, in order to realize the potential 

capital gains, it is imperative that the market perceives this current undervaluation 

over the next year, adjusting its price. 

APV Model 

In addition to the DCF method, Fiat-Chrysler’s share price was also evaluated 

through the Adjusted Present Value model (APV). Considering the present value 

 
5 KPMG - Equity Market Risk Premium – Research Summary, 30 June 2019 
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of the unlevered FCFs of € 57,630 million and the non-core business at its book 

value, € (31,465) million leads to an unlevered enterprise value of € 26,165 million. 

Having a present value of tax shields at € 3,750 million, the levered enterprise 

value is expected to be € 29,915 million by year-end 2020. Finally, deducing to the 

later the net value of debt of € (3,201) million results in an Equity value of € 33,117 

million. As so, the estimated share price using the APV method is equal to € 21.13, 

which results in possible capital gains of € 7.83. Adding to this the forecasted value 

of transactions with shareholders, € 0.46, results in an expected 62.33% return for 

investors. 

Multiples Valuation 

In order to better understand how the market perceives the value of the 

comparables in comparison to Fiat-Chrysler Automobiles, three different multiple 

valuations were performed, namely EV/EBITDA, Price/Earnings and Price/Sales. 

The manufacturers mentioned in the comparables’ section of the report were the 

ones considered for this valuation and the median of their ratios was assessed to 

compute an indicative share price for FCA. This way, the effect of outliers is 

minimized. 

The EV to EBITDA ratio suggests FCA shares to be 

valued at € 19.72, whilst Price to Sales suggests a 

valuation of € 17.18. The commonly used Price to 

Earnings ratio, which measures investors’ willingness to 

pay per each euro of earnings, yielded a share price of € 
22.51. 

Despite the “blindness” of multiples valuation in what 

concerns investor’s expectations about the company 

being valued, as it only measures the expectations 

incorporated in the prices of the comparables, all ratios 

suggest FCA’s shares to be undervalued, which is 

consistent with the results of the DCF and APV valuations. 

Sensitivity 

It is crucial to highlight the influence that some valuation inputs have on the 

projected share price. For instance, considering a different Market Risk Premium 

may yield significantly different results, as can be observed in Exhibit 20. 

Furthermore, it was assessed the impact of considering a different growth rate for 

the perpetuity period, starting in 2039. The results are presented in Exhibit 21. For 

Exhibit 19 – Output of Multiples Valuation  
Source: Analyst Estimates; Data from Bloomberg 

Exhibit 20 – Sensitivity on the Market-
Risk-Premium 
Source: Analyst Estimates 
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the DCF valuation method, considering a growth rate of zero would result in a 

share price of €14.77, which is 21% lower than the base case of €18.74. 

Considering simultaneous variations in both valuation inputs, provides a more 

extensive insight on the sensibility of the share price to the model inputs and 

external market conditions. In Exhibit 22, it is demonstrated Fiat-Chrysler’s share 

prices for different Market-Risk-Premiums and for different Perpetuity Growth 

Rates. 

 

 

Conclusion 
The automotive industry is under the influence of several factors, both 

technological and environmental. Competition is high, with manufacturers not only 

trying to steal their competitors’ market share by launching refreshed products but 

also developing new mobility solutions which are likely to change the industry’s 

current paradigm. Fiat-Chrysler Automobiles has been able to leverage on its 

diversified portfolio of brands to target each geography specifically and is currently 

investing in automation and alternative fuels. This way, FCA has and will be able 

to sustain a consistent market share throughout the following years. Additionally, 

it has agreed to merge with PSA, allowing both manufacturers to benefit from 

synergies arising from the share of knowledge and R&D results and complement 

each other’s weaknesses regarding geographical presence. 

Based on the results of our primary valuation technique, the DCF valuation method 

described above, our recommendation is for investors to Buy Fiat-Chrysler 

Automobiles stock and hold it over the next year. This strategy is recommended 

given the expected capital gains of 5.44€ and estimated dividend gains of 0.46€. 
This translates into a significant expected return of 44.36% over the invested 

amount. However, it is important to stress that, in order to realize the potential 

capital gains at the end of 2020, there is a need for the market to perceive the 

stock's true value and correct this undervaluation, adjusting its price. Moreover, it 

is crucial to highlight FCA’s stock volatility, which has some of the highest price 

fluctuations in the sector. In the event of a downfall as large as in mid-June 2017 

(-15.4%), due to external market conditions, a significant portion of the potential 

Exhibit 21 – Sensitivity on the 
Perpetuity Growth Rate 
Source: Analyst Estimates 

Exhibit 22 – Scenario Analysis on the MRP and Perpetuity Growth Rate 
Source: Analyst Estimates 
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capital gains could be eroded, leading to a share price of €15.85. When 

considering dividends, such a scenario would translate into a lower 23% return 

over the invested capital.  
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Appendix 

Financial Statements 

 
Exhibit 23 – Past and Projected Reformulated Income Statement, 2018 - 2029 
Source: Analyst Estimates and FCA’s Annual Reports 
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Exhibit 24 – Past and Projected Reformulated Balance Sheet, 2018 - 2029 
Source: Analyst Estimates and FCA’s Annual Reports 
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Exhibit 25 – Past and Projected Cash Flow Map, 2018 - 2029 
Source: Analyst Estimates and FCA’s Annual Reports 
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Exhibit 26 – Projection of the Cash Flow Map, 2030 - 2039 
Source: Analyst Estimates and FCA’s Annual Reports 
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Disclosures and Disclaimers 
Report Recommendations 

Buy Expected total return (including expected capital gains and expected dividend yield) 

of more than 10% over a 12-month period. 

Hold Expected total return (including expected capital gains and expected dividend yield) 

between 0% and 10% over a 12-month period. 

Sell Expected negative total return (including expected capital gains and expected 

dividend yield) over a 12-month period. 

 

This report was prepared by Ana Teresa Miranda Borda D’Água and Manuel Tomás Santana de Oliveira, 

Master in Finance students of Nova School of Business and Economics (“Nova SBE”), within the context of the 

Field Lab – Equity Research. 

This report is issued and published exclusively for academic purposes, namely for academic evaluation and 

master graduation purposes, within the context of said Field Lab – Equity Research. It is not to be construed 

as an offer or a solicitation of an offer to buy or sell any security or financial instrument. 

This report was supervised by a Nova SBE faculty member, acting merely in an academic capacity, who revised 

the valuation methodology and the financial model. 

Given the exclusive academic purpose of the reports produced by Nova SBE students, it is Nova SBE 

understanding that Nova SBE, the author, the present report and its publishing, are excluded from the persons 

and activities requiring previous registration from local regulatory authorities. As such, Nova SBE, its faculty 

and the author of this report have not sought or obtained registration with or certification as financial analyst by 

any local regulator, in any jurisdiction. In Portugal, neither the author of this report nor his/her academic 

supervisor is registered with or qualified under COMISSÃO DO MERCADO DE VALORES MOBILIÁRIOS (“CMVM”, the 

Portuguese Securities Market Authority) as a financial analyst. No approval for publication or distribution of this 

report was required and/or obtained from any local authority, given the exclusive academic nature of the report. 

The additional disclaimers also apply: 

USA: Pursuant to Section 202 (a) (11) of the Investment Advisers Act of 1940, neither Nova SBE nor the author 

of this report are to be qualified as an investment adviser and, thus, registration with the Securities and 

Exchange Commission (“SEC”, United States of America’s securities market authority) is not necessary. 

Neither the author nor Nova SBE receive any compensation of any kind for the preparation of the reports 

Germany: Pursuant to §34c of the WpHG (Wertpapierhandelsgesetz, i.e., the German Securities Trading Act), 

this entity is not required to register with or otherwise notify the Bundesanstalt für Finanzdienstleistungsaufsicht 

(“BaFin”, the German Federal Financial Supervisory Authority). It should be noted that Nova SBE is a fully-
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owned state university and there is no relation between the student’s equity reports and any fund raising 

programme. 

UK: Pursuant to section 22 of the Financial Services and Markets Act 2000 (the “FSMA”), for an activity to be 

a regulated activity, it must be carried on “by way of business”. All regulated activities are subject to prior 

authorization by the Financial Conduct Authority (“FCA”). However, this report serves an exclusively academic 

purpose and, as such, was not prepared by way of business. The author - a Master’s student - is the sole and 
exclusive responsible for the information, estimates and forecasts contained herein, and for the opinions 

expressed, which exclusively reflect his/her own judgment at the date of the report. Nova SBE and its faculty 

have no single and formal position in relation to the most appropriate valuation method, estimates or projections 

used in the report and may not be held liable by the author’s choice of the latter. 

The information contained in this report was compiled by students from public sources believed to be reliable, 

but Nova SBE, its faculty, or the students make no representation that it is accurate or complete, and accept 

no liability whatsoever for any direct or indirect loss resulting from the use of this report or of its content. 

Students are free to choose the target companies of the reports. Therefore, Nova SBE may start covering 

and/or suspend the coverage of any listed company, at any time, without prior notice. The students or Nova 

SBE are not responsible for updating this report, and the opinions and recommendations expressed herein may 

change without further notice. 

The target company or security of this report may be simultaneously covered by more than one student. 

Because each student is free to choose the valuation method, and make his/her own assumptions and 

estimates, the resulting projections, price target and recommendations may differ widely, even when referring 

to the same security. Moreover, changing market conditions and/or changing subjective opinions may lead to 

significantly different valuation results. Other students’ opinions, estimates and recommendations, as well as 

the advisor and other faculty members’ opinions may be inconsistent with the views expressed in this report. 

Any recipient of this report should understand that statements regarding future prospects and performance are, 

by nature, subjective, and may be fallible. 

This report does not necessarily mention and/or analyze all possible risks arising from the investment in the 

target company and/or security, namely the possible exchange rate risk resulting from the security being 

denominated in a currency either than the investor’s currency, among many other risks. 

The purpose of publishing this report is merely academic and it is not intended for distribution among private 

investors. The information and opinions expressed in this report are not intended to be available to any person 

other than Portuguese natural or legal persons or persons domiciled in Portugal. While preparing this report, 

students did not have in consideration the specific investment objectives, financial situation or particular needs 

of any specific person. Investors should seek financial advice regarding the appropriateness of investing in any 

security, namely in the security covered by this report. 
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The author hereby certifies that the views expressed in this report accurately reflect his/her personal opinion 

about the target company and its securities. He/ She has not received or been promised any direct or indirect 

compensation for expressing the opinions or recommendation included in this report. 

[If applicable, it shall be added: “While preparing the report, the author may have performed an internship 

(remunerated or not) in [insert the Company’s name]. This Company may have or have had an interest in the 

covered company or security” and/ or “A draft of the reports have been shown to the covered company’s officials 

(Investors Relations Officer or other), mainly for the purpose of correcting inaccuracies, and later modified, prior 

to its publication.”]  

The content of each report has been shown or made public to restricted parties prior to its publication in Nova 

SBE’s website or in Bloomberg Professional, for academic purposes such as its distribution among faculty 

members for students’ academic evaluation. 

Nova SBE is a state-owned university, mainly financed by state subsidies, students tuition fees and companies, 

through donations, or indirectly by hiring educational programs, among other possibilities. Thus, Nova SBE 

may have received compensation from the target company during the last 12 months, related to its fundraising 

programs, or indirectly through the sale of educational, consulting or research services. Nevertheless, no 

compensation eventually received by Nova SBE is in any way related to or dependent on the opinions 

expressed in this report. The Nova School of Business and Economics does not deal for or otherwise offer any 

investment or intermediation services to market counterparties, private or intermediate customers. 

This report may not be reproduced, distributed or published, in whole or in part, without the explicit previous 

consent of its author, unless when used by Nova SBE for academic purposes only. At any time, Nova SBE may 

decide to suspend this report reproduction or distribution without further notice. Neither this document nor any 

copy of it may be taken, transmitted or distributed, directly or indirectly, in any country either than Portugal or 

to any resident outside this country. The dissemination of this document other than in Portugal or to Portuguese 

citizens is therefore prohibited and unlawful. 
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Abstract: The aim of this individual report is to further analyse how different possible future 

paths for Maserati may influence Fiat-Chrysler Automobiles’ share price. The foundations for 

this scenario analysis will be set after a brief description of the brand’s history and current 

contextualization. Thereafter, five different paths for the evolution of Maserati’s number of 

shipments are modelled, which are evaluated for different EBIT margins. Finally, Fiat-Chrysler’s 

target share price for year-end 2020 is evaluated in each possible scenario. 

 
Keywords: Scenario Analysis; Maserati Relaunch; Luxury Car Segment; Electrification and 

Connectivity. 
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Maserati is an Italian luxury car brand, part of Fiat-Chrysler Automobiles’ portfolio, known for 

the production of ultra-luxury and high-performance sports-cars, with eye-catching designs and 

outstanding quality of materials. The brand has, however, its roots in car racing. Founded in 

1914 by five brothers, Maserati initially aimed at developing race cars and it took almost fifty 

years for the brand of the trident to change its focus into producing road-going grand tourers. 

Since the withdrawal from racing, the brand has been owned by Citroën, which announced its 

liquidation during the severe oil crisis of 1973. The Italian government intervened to save its 

peoples’ jobs and Maserati ended up being transferred to an Italian state-owned holding 

company. At that time, De Tomaso, who also founded a car manufacturer under his name, was 

the company’s CEO, who later bought the state-owned share of the company. Nevertheless, the 

single ownership was short and, two months later, De Tomaso sold 49% of Maserati’s shares 

to Fiat, which ended up buying the remaining 51% of the company in 1993. Under Fiat’s 

guidance, Maserati was positioned as Ferrari’s luxury division, which helped bringing the brand 

up from the ghosts of bankruptcy. After seventeen consecutive years of losses, the manufacturer 

finally registered a profit in 2007. 

Over the past decade, Maserati has significantly increased its lineup, launching products in new 

segments. As reported by FCA1, Maserati had a market coverage of 14% in 2012, represented 

only by its 2-door Sports Car and a Large Sedan, which translated in just 6,000 annual 

shipments worldwide. With the launch of the Maserati Ghibli in 2014, a Mid-size sedan, 

Maserati was able to increase coverage to 32% of the market and boost sales to 30,000 

shipments. Following the changing consumer preferences and the increasing demand for a 

different auto segment, in 2017, Maserati launched the Levante, its first Full-size SUV model, 

amplifying market coverage to a considerable 46% and the number of shipments up to 50,000 

units. 

 
1 FCA Capital Markets Day - Maserati Brand Presentation, Balocco June 1, 2018 



 4 

Despite the significant growth Maserati has experienced over these years, the brand hit a peak 

in 2017, with the number of shipments crumbling the year after to 35,000 units worldwide and 

being on track to hit just 19,000 by 2019 year-end. Fiat-Chrysler Automobiles states this to be 

a result of “reduced volumes in China and other key markets, partially due to lower industry 

volumes in Maserati relevant segments” and a “planned dealer stock reduction”, which may not 

give the true insight on the reasons for this significant decrease.  

Maserati has been positioning in the premium segments, as an alternative to the more 

mainstream Porsche, Mercedes, BMW or Audi. Despite its focus on developing well-designed 

vehicles, well-built engines and high-quality interiors, the manufacturer has always lagged 

behind in terms of technology and frequency of lineup updates, when compared to close 

competitors. For instance, the brand launched its 2-door Coupe in 2007 and just ceased its 

production this year, having done only small mid-cycle refreshments, almost no infotainment 

improvements or interior upgrades. On the opposite, since 2007, Porsche has already launched 

two new versions of its comparable model, the 911, in 2012 and 2019. Furthermore, they have 

done mid-cycle updates in 2009 and 2015 and always strived to offer their customers the most 

recent cockpit and driving technologies. Additionally, they have offered several powertrains 

and a wide variety of optional equipment. It isn’t for nothing that, in that period, Porsche sold 

nearly 116.000 units of the 911 while Maserati just sold 40.520 of the GranTurismo/GranCabrio 

model. 

The manufacturer states its typical client is 5 to 10 years younger and has double the income 

than the respective segment’s average. Until a couple of years ago, this client was not sensible 

to the aforementioned matters, focusing mainly on the car’s performance and exclusivity. 

However, as technology becomes more and more relevant in our lives and, given Maserati 

owners’ relatively young profile, these customers realize the lineup is getting outdated and start 
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shifting to other brands, one of the possible reasons behind Maserati’s poor performance over 

the past two years. 

Maserati understood this to be a significant flag for its future performance and has announced 

significant updates to be made until 2023. The manufacturer states these will start next year 

with the mid-cycle freshening of the most sold models - Ghibli, Quattroporte, Levante -  and 

with the launch of the Maserati Alfieri, an all-new 2-door Coupe/Cabrio Sportscar named after 

one of the founding brothers, which is announced by FCA to be the first electric luxury Coupe 

ever. Further on, the manufacturer will launch a new Maserati GranTurismo/Cabrio, as well as 

new Quattroporte and Levante models. Additionally, and perhaps most importantly, Maserati 

has plans to launch a new Mid-size SUV, which will further increase market coverage to 69%, 

as demonstrated in Exhibit 1.  

Given that demand for this particular segment 

has been increasing worldwide and this new 

vehicle will likely be more affordable relative 

to the remaining of the lineup, it may pose as a 

key factor in Maserati’s future performance. 

Most new products will be available in the 

traditional ICE versions (Internal Combustion 

Engine) but Maserati affirms all of them will 

now have as option plug-in hybrid and full 

electric variants, as well as high connectivity features and Level 3 Automation, which 

demonstrates Maserati’s perhaps too high ambition to catch up the pace with competition. 

Despite all this looking quite promising on paper, the manufacturer is not known for its ability 

to bring its products to market on the expected timing. The Maserati Alfieri, for instance, was 

announced in 2014, with production expected to start by 2016. Three years later, production 

Exhibit 1 – Maserati’s expected market coverage by 2022. 

Source: FCA Capital Markets Day - Maserati Brand 

Presentation, Balocco June 1, 2018 
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has yet to begin. Furthermore, Maserati’s past low ability to compete with its more 

technologically advanced peers raises question marks on how good these vehicles will be 

relative to the competition when they are effectively launched, not only in terms of infotainment 

but also regarding the hybrid and electric powertrains. These uncertainties were reflected in the 

full valuation model and, as such, the Maserati Global segment was conservatively forecasted. 

Having set the context in which this analysis is performed, five different paths for the evolution 

of Maserati’s number of shipments were created. As new product launches are set to occur 

during the remaining of the current Business Plan, the different paths are modelled over these 

three years (2020 - 2022). The five paths are presented in Exhibit 2. 

 

Exhibit 2 – Modelled paths for Maserati’s sales volume; 

Source: Annual Report and Analyst Estimates 

 
• In the Best scenario, it is assumed that Maserati will reach their target of 100.000 annual 

shipments by the end of the Business Plan. 

• In the Good scenario, it is assumed that Maserati will reach 65.000 annual shipments 

by the end of the Business Plan. 

• In the Base scenario it is considered the case applied in the full valuation model, in 

which Maserati reaches 35.000 shipments by the end of the Business Plan. 

• In the Bad scenario, it is assumed that Maserati will decrease annual shipments to 

15.000 by the end of the Business Plan. 
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• In the Worst scenario it is considered that Maserati will cease to exist by the end of the 

Business Plan. In this scenario there is a complete failure of the brand’s re-launch, either 

because the new products are not successfully brought to market or due to the 

persistence of a technological gap relative to its competitors. 

Furthermore, these scenarios are evaluated for different EBIT Margins, attained by year-end 

2022. In addition to the estimation of 10% used in the full model, five levels are created towards 

which the EBIT Margin may evolve during the Business Plan [2.5; 5; 7.5; 10; 12.5; 15] %. 

The result of this scenario analysis is presented in Exhibit 3. As one can observe, there is a 

significant range under which FCA’s target share prices may fall depending on the performance 

of the Maserati, mainly due to the high margin of this business unit relative to the other four 

segments. If we consider the unlikely scenario in which Maserati is able to reach the goal set in 

2018 of 100.000 shipments and an EBIT Margin of 15% by 2022, the share price would jump 

to €25.69, translating in a 37% increase relative to the Base scenario price, at 10% EBIT 

Margin, of €18.74. 

 

 
 

Exhibit 3 – Fiat-Chrysler’s share price evaluated at each scenario, for each EBIT Margin 

Source: Analyst Estimates 

 
It is concluded that, despite a lower performance over the past two years, the Maserati segment 

provides a significantly higher upside than downfall for FCA share price. At the current state, 

due to the low sales volume, the brand is not generating a significant value. However, if the 

relaunch is successful, Fiat-Chrysler’s share price may increase considerably, consequence of 

the segment’s high margins, when compared to NAFTA, LATAM, APAC and EMEA. 


