BALDWIN TECHNOLOGY COMPANY, INC.
Recommendation: SELL          price target $3.84
	PRICE 11/09/07
	$ 5.44
	MARKET CAP
	$83.96 M

	52 WEEK HIGHT
	$6.64
	AV DAILY VOL
	30,000

	52 WEEK LOW
	$4.40
	DIVIDEND YEILD
	N/A
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Baldwin Technology is a global supplier of process automation equipment for the printing and publishing industry. Company’s products are used by printing companies engaged in commercial and newspaper printing processes: lithography, flexography, and digital printing.  Company has three principal product segments – Cleaning Systems, Fluid Management Systems and Process Automation Products. As of June 30, 2007 Company employed 658 people: 227 production, 262 research, 87 marketing, 82 management and administrative. 
Environment: Baldwin Technology’s headquarters located in Shelton, Connecticut. Company has significant presence outside U.S., company operates through subsidiaries in Brazil, Germany, Sweden, France, England, Italy, Switzerland, Netherlands, Japan, China, Singapore, India and Australia. With over 80% of revenues coming from outside U.S.: Americas 20%, Europe 53%, Asia / Pacific 27%. Currently company is not involved in hedging its foreign revenues against currency fluctuation, presently weak USD is beneficial for company.

Growth: Past year company grew in line with its industry as about 12%. Acquisition is major theme of company’s growth strategy during past year Oxy-Dry, Inc. and Hildebrand Systeme GmBh were acquired, company is actively seeking more strategic acquisitions to supplement its product line. Recently company took on additional debt brining its D/E ratio to 50%, this debt is to leverage future acquisitions, but company’s ability to service this debt is questionable. 
Financials:
	
	2000
	20001
	2002
	20003
	2004
	2005
	2006
	2007

	Quick Ratio
	0.11
	0.09
	0.09
	0.11
	0.17
	0.30
	0.28
	0.26

	Current Ratio
	1.40
	1.31
	1.40
	1.06
	1.12
	1.50
	1.56
	1.53

	ROA
	0.05
	-0.04
	0.21
	-0.06
	0.07
	0.04
	0.06
	0.06

	ROE
	0.07
	-0.40
	-0.47
	-0.45
	0.20
	0.13
	0.14
	0.12

	D/E
	0.17
	0.19
	0.35
	0.02
	0.05
	0.31
	0.16
	0.50

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Sales Share
	12.85
	11.88
	11.73
	8.68
	10.23
	11.21
	11.61
	13.04

	N.I. per share
	0.31
	-1.18
	-1.03
	-0.76
	0.45
	0.33
	0.40
	0.43

	Cash Share
	0.51
	0.43
	0.33
	0.45
	0.78
	1.00
	0.97
	1.12

	Equity Share
	4.55
	2.94
	2.18
	1.70
	2.23
	2.54
	2.97
	3.53


Over the past five years company’s financials have improved, last four years company had positive net income; however balance sheet improved only marginally. Company is very vulnerable economic volatilities, because company has high debt and is not generating much cash (Operating Income Margin is at about 5%). 
Company is in manufacturing business where maintaining production is essential, developing new products vital as well. Even though company is planning to grow though M&A BLD’ Capital Expenditures and Depreciation are declining for past few years, meaning their equipment is getting older, and no new manufacturing operations are set up thus soon company will need to overhaul its operations and purchase new equipment. Given company’s already high debt and law cash this might be problematic.

Peers:
	Company Name
	P/E
	Price
	Market Cap
	E.V. / EBIT
	D/E
	Current Ratio

	Baldwin Technology Co Inc (BLD)
	13.500
	5.44
	233.510
	5.650
	1.382
	1.667

	Presstek Inc (PRST)
	0.000
	6.39
	233.510
	5.650
	1.382
	1.667

	TriMas Corporation (TRS)
	0.000
	12.81
	427.970
	0.000
	3.114
	1.518

	Altra Holdings Inc (AIMC)
	33.690
	16.17
	424.720
	7.658
	2.878
	2.699

	3D Systems Corp.  (TDSC) 
	0.000
	17.66
	391.260
	217.285
	0.347
	1.250

	Ampco-Pittsburgh Corp (AP) 
	14.200
	38.03
	387.030
	10.132
	0.000
	2.494

	Axsys Technologies Inc (AXYS)
	29.070
	35.75
	383.920
	7.920
	0.000
	2.169

	GenTek Inc (GETI)
	0.000
	32.09
	343.680
	8.084
	3.551
	2.093

	K-Tron International Inc (KTII)
	16.630
	113.90
	306.960
	4.882
	0.526
	1.770

	Flow International Corp (FLOW)
	282.590
	7.63
	284.780
	8.266
	0.045
	1.739

	Hurco Companies Inc (HURC)
	13.860
	43.02
	274.850
	3.391
	0.051
	2.275

	Mueller Water Products Inc (MWA)
	22.390
	9.36
	1080.000
	17.170
	0.914
	3.717

	Basin Water Inc (BWTR)
	0.000
	12.26
	244.490
	0.000
	0.000
	9.006

	Peerless Manufacturing Company (PMFG)
	0.000
	38.25
	247.360
	3.794
	0.000
	1.915

	Hardinge Inc (HDNG)
	9.170
	20.22
	231.500
	9.455
	0.433
	3.222

	Tecumseh Products Co (TECUA)
	0.000
	15.85
	292.890
	0.000
	0.272
	1.440

	Graham Corp (GHM)
	19.290
	54.14
	212.120
	4.704
	0.002
	2.211

	Xerium Technologies Inc (XRM)
	11.850
	4.42
	198.350
	31.046
	5.307
	2.330

	Met-Pro Corp (MPR)
	17.380
	16.06
	180.800
	7.037
	0.075
	4.078

	Omega Flex Inc (OFLX)
	38.420
	16.29
	165.390
	3.361
	0.000
	1.723

	Flanders Corp (FLDR)
	0.000
	6.06
	161.340
	14.155
	0.352
	2.276

	Lydall Inc. (LDL)
	17.670
	9.33
	152.580
	11.078
	0.055
	2.158

	Key Technology Inc (KTEC)
	30.510
	25.96
	142.260
	0.000
	0.000
	2.873

	Spire Corp (SPIR)
	0.000
	15.31
	126.660
	0.000
	0.051
	1.273

	L.S. Starrett Co (SCX)
	18.050
	18.00
	120.130
	18.113
	0.075
	4.780

	Portec Rail Products Inc (PRPX)
	19.410
	11.82
	113.480
	9.290
	0.259
	2.178

	Eastern Co (EML)
	7.260
	18.11
	103.900
	4.518
	0.324
	2.495

	Global Resource Corp (GBRC.PK)
	0.000
	3.23
	85.410
	0.000
	0.047
	5.028

	MFRI Inc (MFRI)
	17.830
	13.34
	88.720
	7.279
	0.769
	1.615

	Gencor Industries Inc (GNCI)
	5.130
	9.10
	87.450
	3.414
	0.000
	5.689

	Veri-Tek International Corp (VCC)
	0.000
	6.35
	52.720
	0.000
	1.958
	1.869

	General Bearing Corp (GNRL)
	7.750
	15.50
	57.690
	15.447
	0.679
	1.971

	Milacron Inc. (MZ) 
	0.000
	6.20
	34.340
	0.000
	-10.930
	1.720

	Thermoenergy Corp (TMEN) 
	0.000
	1.05
	30.610
	0.000
	0.000
	2.542

	Gabriel Technologies Corp (GWLK)
	0.000
	0.70
	26.950
	0.000
	0.036
	0.319

	Chicago Rivet & Machine Co. (CVR)
	21.720
	24.65
	23.810
	14.556
	0.000
	6.392

	Cohesant Technologies Inc (COHT)
	28.850
	6.75
	22.520
	7.205
	0.015
	2.621

	Hirsch International Corp. (HRSH)
	10.270
	2.28
	21.430
	11.351
	0.000
	2.471

	Taylor Devices Inc (TAYD)
	26.240
	6.77
	21.290
	8.247
	0.026
	2.489

	Paragon Technologies Inc. (PTG)
	584.620
	7.60
	21.040
	27.618
	0.000
	3.811


BLD’s relative valuation to its peers shows that company’s stock price based on P/E is marginally over the peer average; its debt, cash, and market capitalization are below peer average. Overall company looks weaker that it peers and being smaller than it competitors leaves it vulnerable to acquisition. There few companies in the industry that have the means to acquire BLD, given BLD’ law (relative to peers) enterprise to EBIT ratio.
My recommendation on this company is sell with target price of $3.84. Given company’s financials and industry standings I believe this company is very vulnerable and minor economic recession will harm this company greatly. I arrived at $3.84 by averaging DCF, P/E and Equity per Share analyses. 

Exposure to foreign markets in particular exchange rates should be area of concerns for shareholders. Company expending into multiple markets at once with out having strong domestic operation this will stretch company’s resources, having to have more managers and facilities. 
Information Sources: Yahoo.com and S&P
