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	Ticker:  BLD
	Recommendation: BUY 

	Price:  $ 5.44
	Price Target: $ 6.59
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Highlights 
· I am placing a buy recommendation on Baldwin Technology, Inc with a price target of $ 6.59: My assessment of the company is that it will continue to assimilate Hildebrand Systeme GmbH and realize more synergies. The growing backlog is also a short term bolster for the bottom line in the near term. There are no takeover targets slated, but that will only poise Baldwin for better growth, but it is only prudent to factor those opportunities as they materialize.
·  Three valuation models were used in assessing Baldwin’s net present share value: The DCF realized the value that I used- $6.59. The EV/EBIDTA multiple garnered a $7.12 share price, whereas the P/E multiple arrived at a $5.48 share price. I am confident that Baldwin is worth what it is trading at, and within 12 months my target is $6.59. Near term, if Baldwin stays with an acquisition strategy, it will realize the $7.12 target price.
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Investment Summary (Heading: Times New Roman 14 Bold)

I have been busy and wish that I had time for this… I am great with writing, great with presenting, and I’m getting better with valuations every day.  Ihad two midterms this week and I have three ER Reports due Monday! CFA is Dec.2 and finals are the next week!  Dio you notice who did the graphics/layout on the winning team last year???
Figure 1: BLD (Blue) Vs. First Tr Djs Microcap Index                           Figure 2: BLD (Blue) Vs. DJ Industrial Machinery Index
One year chart with base % set at zero                                                                           One year chart with base % set at zero                                                 
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Valuation (Heading: Times New Roman 14 Bold)

I could tell you more if I had time….
Business Description

Baldwin Technology, Inc. (“BLD”) designs, manufactures and markets printing and publishing equipment for clients in North America, Europe, and Asia. BLD manufactures equipment to enhance production, ink management and control systems, drying systems, as well as press protection systems. BLD sells to manufacturers of presses, as well as to the aftermarket too. The company is headquartered in Shelton, Connecticut, with manufacturing facilities in North America, Europe, and Asia. BLD has 658 employees, of which 227 are production workers and 262 are in R&D or engineering.
Industry Overview and Competitive Positioning

Overview

The printing and publishing capital equipment industry is rife with competition, is highly segmented and capital intensive. The printing press manufacturers have several different lines of accessories that directly compete with BLD.  This is especially daunting considering the size of the printing press manufacturers such as Heidelberg Press, Mitsubishi press, etc. Smaller firms such as Presstek Inc. or Scailex Corp., Ltd. vie for the niche business too. BLD has a diverse array of offerings, and has seen growth in its web press, parts, automation products, and services areas. 
Macroeconomic Factors

An increase in GDP since 2003 has supported cap-ex expenditures in the printing and publishing industries. The recent downturn and threat of recession has executives thinking twice about major cap-ex spending in lieu of cash and credit line reserves. The bright side of the macroeconomic picture is that 80% of BLD’s business is from outside the USA, and the main growth area is getting better economically- Europe. The weakening US Dollar has enabled sales growth abroad as well.
Baldwin Technology’s Competitive Positioning

Baldwin has many viable patents and is looking to expand through acquisition. In the recent past Baldwin has acquired  Hildebrand Systeme GmbH (acquired 4/11/07) and Oxy-Dry Corp (acquired 11/22/06). <Bloomberg> BLD is assimilating the companies and positioning them to acquire more firms in the future. Their overseas plants and offices are strategically positioned to help with the growth in the respective geographical areas. They Company’s backlog represents unfilled product orders which Baldwin has received from its customers under valid contracts or purchase orders. The Company’s backlog was $52,651,000 as of June 30, 2007, $49,200,000 as of June 30, 2006 and $48,114,000 as of June 30, 2005.

Baldwin Americas Corp, Baldwin Kansa Corp., 
Investment Risks

Before investing in BLD, the following risk factors should be carefully considered in evaluating the whole company:
Risk factors relating to operations include, but are not limited to, reliance on technology, the costs associated with patenting the technology, and risk of adoption by competitors. Legally defending the technologies can be costly and a drawn out process. International risk includes sovereignty risk, currency risk, and political risk.
In the printing industry, the risk factors include, but not limited to, the competitive and cyclical nature of industry, uncertainty in economy and consumers, uncertainty of the business cycle.  Business risks stem from strategies failing and an unsustainable competitive advantage. In Sweden and Germany there is a union presence which is always a threat to the cost basis and work stoppage. One significant customer made up 17% of sales in the fiscal 2007 year. Such a concentration bears the risk of almost a 20% drop in sales in a fiscal year.

The other risks, referring to the ownership of shares of common stocks, include the fluctuations in stock price, the failure in compliance with the internal control evaluation and certification requirements of Section 404 of Sarbanes-Oxley Act, and potential loss of vital executives. Stock fluctuation is a greater area of concern due to the thin trading and illiquidity of the shares. The large institutional ownership could mean drastic fluctuations if positions are vacated.
Disclosures:

Ownership and material conflicts of interest:

The author(s), or a member of their household, of this report holds a financial interest in the securities of this company.  

The author(s), or a member of their household, of this report knows of the existence of any conflicts of interest that might bias the content or publication of this report.  The conflict of interest is…

Receipt of compensation:

Compensation of the author(s) of this report is not based on investment banking revenue.

Position as a officer or director:

The author(s), or a member of their household, does serves as an officer, director or advisory board member of the subject company.

Market making:

The author(s) does not act as a market maker in the subject company’s securities.

Ratings key:

Banks rate companies as either a BUY, HOLD or SELL.  A BUY rating is given when the security is expected to deliver absolute returns of 15% or greater over the next twelve month period, and recommends that investors take a position above the security’s weight in the S&P 500, or any other relevant index.  A SELL rating is given when the security is expected to deliver negative returns over the next twelve months, while a HOLD rating implies flat returns over the next twelve months.

Disclaimer:

The information set forth herein has been obtained or derived from sources generally available to the public and believed by the author(s) to be reliable, but the author(s) does not make any representation or warranty, express or implied, as to its accuracy or completeness. The information is not intended to be used as the basis of any investment decisions by any person or entity. This information does not constitute investment advice, nor is it an offer or a solicitation of an offer to buy or sell any security. This report should not be considered to be a recommendation by any individual affiliated with Pace University or the Pace University Equity Research Challenge (PERC) with regard to this company’s stock. 
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