
 

Equity Research – 07 June 2021 10:15 CET
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This research product is commissioned and paid for by the company covered in this report. As such, this report is deemed to constitute 

an acceptable minor non-monetary benefit (i.e. not investment research) as defined in MiFID II.

Vestjysk Bank Fast comment

AL bid: Offer document out Company-sponsored research: Not 
rated

 Offer ends July 6, VB board position June 21 at the latest  

 DKK 3.45 bid is in the low end of our fair value range

 Bid PE of 8x 2022e looks low vs. recent transactions

VB board recommends shareholders to await its position
This morning, Arbejdernes Landsbank (AL) published the offer document 
for the DKK 3.45 per share bid for all shares in Vestjysk Bank (VB). The 
offer begins today, June 7, and ends on July 6. The board of Vestjysk 
Bank will distribute a statement on AL’s offer at June 21 at the latest 
while it recommends, that the shareholders of VB await the position of 
the board before deciding whether to accept the offer. The mandatory bid 
follows AL increasing its stake in Vestjysk Bank to 61% on May 31 by 
acquiring 28% of the shares from Nykredit and AP Pension paying DKK 
3.45 per share. 

AL bid in the low end of our fair value range of DKK 2.7-5.5
AL’s bid is as pre-announced with the DKK 3.45 per share being in the 
low end of our fair value range for Vestjysk Bank of DKK 2.7-5.5 with the 
high end including 50% of the annual synergies of DKK 200m we believe 
that AL could harvest in a merger with Vestjysk Bank in the long run. We 
do not believe running to separate banks in the long run makes sense. At  
the same time, we note output prices for milk (global prices) and pork 
meat in a significant rebound potentially indicating upside in the DKK 
3.1bn writedown account of Vestjysk Bank, of which a significant part is 
reserved for pork and dairy farmers. A potential upside from the 
agricultural writedown account comes on top of our fair value range. 
Sensitivity: Assuming DKK 1bn being excess writedowns would lead to 
an add-on of DKK 0.7 per share to our fair value range. 

Bid does not seem to reflect synergies
With a bid PE for 2022e of 8x we believe AL is bidding a price below the 
level of recent Danish banking transaction of 12-13x next year’s PE and 
we do not believe the AL bid contains payment for potential synergies 
ahead. Thus, we struggle to see the board of Vestjysk Bank recommend 
the bid.
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Danish banking M&A multiples (selected recent transactions)

DKK

Transaction Year for bid Bid per share Next year bid-PE End of bid year P/NAV

RILBA bid for Nordjyske 2018 189 13x 1.32x

Sydbank takeover Almb Bank 2020 Total bid DKK 1.8bn High ~1x

Vestjysk merger bid for DJS 2020 124.4 12x 0.72x

AL mandatory bid for Vestjysk Bank 2021 3.45 8x 0.90

Source: ABGSC Research, FactSet

Fair value range: DKK 2.7-5.5 (high end including 50% of AL synergies) 
Cost of equity, % 9% 10% 11%

Normalised LLP = 100bp (RONAV 8.6%) 3.5 3.0 2.7

Normalised LLP = 50bp (RONAV 10.1%) 4.3 3.7 3.3

Normalised LLP = 20bp (RONAV 11%) 4.7 4.1 3.7

RONAV 11% + 50% of synergies DKK 200m 5.5 4.8 4.3

Source: ABGSC forecasts
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Danish pork prices (DKK/Kilo)
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Arla, milk price paid, (DKK Øre/Kilo) Global dairy trade, WMP (DKK Øre/ /kilo)
Source: Global Dairy Trade & Arla, ABG Sundal Collier

Global milk prices and Arla prices paid to farmers

Analyst(s): mads.thinggaard@abgsc.dk, +45 35 46 30 18

DKKm 2019 2020 2021e 2022e 2023e
Total Income 1,055 887 1,954 1,524 1,565
Total operating costs -508 -530 -1,085 -875 -880
Operating profit 483 328 828 609 650
EPS Adj 0.36 0.34 0.45 0.43 0.46
EPS adj growth (%) 57.6 -6.5 31.2 -3.9 7.6
BVPS 3.13 3.45 3.92 4.18 4.42
NAVPS 3.13 3.45 3.83 4.09 4.33
DPS 0 0 0.17 0.22 0.24

ROE (%) 18.5 10.3 18.0 11.0 11.0
RONAV (%) 12.6 10.3 12.1 10.8 11.0
C/I (%) 56.3 58.9 61.7 58.2 56.8
Loan losses (%) 0.59 0.28 0.25 0.24 0.20
CET1 ratio (%) 17.6 20.9 17.3 18.0 18.8

P/E Adj (x) 8.5 8.1 7.7 8.0 7.5
P/BV (x) 0.99 0.80 0.88 0.82 0.78
P/NAV (x) 0.99 0.80 0.90 0.84 0.79
Dividend yield (%) 0 0 4.9 6.5 6.9

Source: ABG Sundal Collier, Company data



Vestjysk Bank

7 June 2021 ABG Sundal Collier 4

Analyst certification
I/We, Mads Thinggaard, the author(s) of this report, certify that not withstanding the existence of any such potential conflicts of interests referred 
to below, the views expressed in this report accurately reflect my/our personal view about the companies and securities covered in this report.

Analyst valuation methods
ABG Sundal Collier analysts may publish valuation ranges for stocks covered under Company Sponsored Research. These valuation ranges 
rely on various valuation methods. One of the most frequently used methods is the valuation of a company by calculation of that company's 
discounted cash flow (DCF). Another valuation method is the analysis of a company's return on capital employed relative to its cost of capital. 
Finally, the analysts may analyse various valuation multiples (e.g. the P/E multiples and the EV/EBITDA multiples) relative to global industry 
peers. In special cases, particularly for property companies and investment companies, the ratio of price to net asset value is considered. 
Valuation ranges may be changed when earnings and cash flow forecasts are changed. They may also be changed when the underlying value 
of a company's assets changes (in the cases of investment companies, property companies or insurance companies) or when factors impacting 
the required rate of return change.

Important Company Specific Disclosure
The following disclosures relate to the relationship between ABG Sundal Collier and its affiliates and the companies covered by ABG Sundal 
Collier referred to in this research report.

Unless disclosed in this section, ABG Sundal Collier has no required regulatory disclosures to make in relation to an ownership position for the 
analyst(s) and members of the analyst's household, ownership by ABG Sundal Collier, ownership in ABG Sundal Collier by the company(ies) to 
whom the report(s) refer(s) to, market making, managed or co-managed public offerings, compensation for provision of certain services, 
directorship of the analyst, or a member of the analyst's household, or in relation to any contractual obligations to the issuance of this research 
report.

ABG Sundal Collier is not aware of any other actual, material conflicts of interest of the analyst or ABG Sundal Collier of which the analyst 
knows or has reason to know at the time of the publication of this report.
Production of report: 06/07/2021 10:15 CET.
All prices are as of market close on 06 June, 2021 unless otherwise noted.
Disclaimer
This document has been prepared by ABG Sundal Collier which is the marketing name referring to all or any of ABG Sundal Collier ASA, ABG 
Sundal Collier AB or ABG Sundal Collier Partners LLP and any of their affiliated or associated companies and their directors, officers, 
representatives and employees.

This research product is commissioned and paid for by the company covered in this report. As such, this report is deemed to constitute an 
acceptable minor non-monetary benefit (i.e. not investment research) as defined in MiFID II.

This research product has not been prepared in accordance with legal requirements designed to promote the independence of investment research 
and is not subject to any prohibition on dealing ahead of the dissemination. 

This report is provided solely for the information and use of professional investors, who are expected to make their own investment decisions 
without undue reliance on this report. The information contained herein does not apply to, and should not be relied upon by, retail clients. This 
report is for distribution only under such circumstances as may be permitted by applicable law. Research reports prepared by ABG Sundal Collier 
are for information purposes only. ABG Sundal Collier accepts no liability whatsoever for any losses arising from any use of this report or its 
contents. This report is not to be used or considered as an offer to sell, or a solicitation of an offer to buy. The information herein has been obtained 
from, and any opinions herein are based upon, sources believed reliable, but ABG Sundal Collier makes no representation as to its accuracy or 
completeness and it should not be relied upon as such. All opinions and estimates herein reflect the judgment of ABG Sundal Collier on the date 
of this report and are subject to change without notice. Past performance is not indicative of future results.

This research report does not, and does not attempt to contain everything material that there is to be said about Vestjysk Bank.

The compensation of our research analysts is determined exclusively by research management and senior management, but not including 
investment banking management. Compensation is not based on specific investment banking revenues, however, it is determined from the 
profitability of the ABG Sundal Collier Group, which includes earnings from investment banking operations and other business. Investors should 
assume that ABG Sundal Collier is seeking or will seek investment banking or other business relationships with the companies in this report. The 
research analyst(s) responsible for the preparation of this report may interact with trading desk and sales personnel and other departments for the 
purpose of gathering, synthesizing and interpreting market information. From time to time, ABG Sundal Collier and its affiliates and any 
shareholders, directors, officers or employees thereof may (I) have a position in, or otherwise be interested in, any securities directly or indirectly 
connected to the subject of this report, or (II) perform investment banking or other services for, or solicit investment banking or other services 
from, a company mentioned in this report. ABG Sundal Collier relies on information barriers to control the flow of information contained in one or 
more areas of ABG Sundal Collier, into other areas, units, groups or affiliates of ABG Sundal Collier.

Norway: ABG Sundal Collier ASA is regulated by the Financial Supervisory Authority of Norway (Finanstilsynet); Sweden: ABG Sundal Collier AB 
is regulated by the Swedish Financial Supervisory Authority (Finansinspektionen); UK: This report is a communication made, or approved for 
communication in the UK, by ABG Sundal Collier Partners LLP, authorised and regulated by the Financial Conduct Authority in the conduct of its 
business. US: This report is being distributed in the United States in accordance with FINRA Rule 1050(f)(3)(B) by ABG Sundal Collier Inc., a 
FINRA member which accepts responsibility for its content. Research analysts are not registered/qualified as research analysts with FINRA or the 
NYSE, and are not associated persons of ABG Sundal Collier Inc. and therefore not subject to FINRA Rule 2241, the research analyst conflict 
rules. Research reports distributed in the U.S are intended solely for “major institutional investors”, as defined under Rule 15a-6 of the Securities 
Exchange Act of 1934. Each U.S major institutional investor that receives a copy of this research report by its acceptance represents that it agrees 
it will not distribute this research report to any other person. Any U.S. major institutional investor receiving this report who wishes to effect 
transactions in any securities referred to herein should contact ABG Sundal Collier Inc., not its affiliates. Further information on the securities 
referred to herein may be obtained from ABG Sundal Collier Inc., on request.

Singapore: This report is distributed in Singapore by ABG Sundal Collier Pte Ltd, which is not licensed under the Financial Advisers Act (Chapter 
110 of Singapore). In Singapore, this report may only be distributed to institutional investors as defined in Section 4A(1)(c) of the Securities and 
Futures Act (Chapter 289 of Singapore) (“SFA”), and should not be circulated to any other person in Singapore.
This report may not be reproduced, distributed or published by any recipient for any purpose whatsoever without the prior written express 
permission of ABG Sundal Collier.
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Additional information available upon request. If reference is made in this report to other companies and ABG Sundal Collier provides 
research coverage for those companies details regarding disclosures may be found on our website www.abgsc.com.
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