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Share price (05-Aug-20) $1.20 
Shares on issue 28,994 
Market capitalisation 34,793 
Cash 12,097 
Listed investments   8,920 
Debt          - 
Enterprise value 13,776 

Note: the figures above are represented in thousands and are as of 31 December 2019, expect where specified. 
 
Summary 

Excelsior Capital has a market capitalisation of $35 million, however net cash and marketable securities 
account for roughly 60% of this amount. Based on its current share price, you can become a part-owner 
in a market leading electrical components and cables business for less than 2x EBITDA (TTM EBITDA $8.1 
million) and at a discount to its liquidation value1.  
 
Background 

Excelsior Capital (formerly CMI Limited) was founded in 1991 by Max Hofmeister (resigned as chairman & 
CEO in 2007) and subsequently listed on the ASX in 1993 as an auto-parts company. The company was a 
serial acquirer during Mr. Hofmeister’s tenure, expanding into new industries such as electrical 
components, aftermarket automotive accessories and used car finance.  
 
Between 2006 and 2008, Raymond Catelan (late father of Excelsior’s largest shareholder and director, 
Leanne Catelan) acquired more than a third of the company, gaining a seat on the board and becoming 
managing director in 2007. Under Mr. Catelan’s control, he fired management, reduced corporate 
overheads, paid down debt and disposed of underperforming/non-core businesses.  
 
What remains of Excelsior today is its electrical cables and components division, CMI Electrical, which 
supplies electrical products to the industrial, mining, infrastructure, commercial, petrochemical and 
information technology sectors.  
 
Excelsior’s electrical business has two segments: (1) A cable distribution and installation business which 
trades under the XLPE, Aflex and Hartland brands, and (2) Minto Industrial Products which manufactures 
and supplies couplers and receptacle products to the mining industry. 
 

 
1 Net working capital (current assets minus all liabilities) is used as a proxy for the company’s liquidation value 



Minto Industrial Products  

Hidden inside the parent company is a market leading manufacturer which is the beneficiary of many 
durable competitive advantages.  
 
Minto makes couplers which are used by mine operators. Mines use a large amount of electricity to 
operate equipment and have electric cables running throughout the site. Couplers are used to connect 
cables together, or to machinery which requires electricity to operate.  

Mission critical product 

Mines often contain flammable gases which could cause an explosion if an electrical spark were to ignite. 
Hence, there is a low tolerance for failure of coupler products as workers lives are at risk. Since couplers 
are a small cost in comparison to the total cost of operating a mine, buyers are not price sensitive.  

In fact, buyers place a high degree of importance on brand reputation and safety within the industry. This 
is evidenced by Minto’s market share of between 60%-70%2 despite its products demanding a higher price 
point than some of its peers.  

High switching costs 

This ties in with another competitive advantage, switching costs. To avoid putting lives at risk it is unlikely 
that Minto’s customers will decide to switch to an untested brand in order to save a few hundred dollars. 
The benefit of potential savings is far less important than ensuring that the product is safe and reliable. 

It is common for a new mine to use the same supplier of couplers and connectors for the remainder of its 
lifetime. This is because when a coupler breaks the lost productivity of all the workers and equipment 
which remain idle while repairs are underway is far greater than the cost to replace the coupler.  

Mines tend to use only one brand so that they are more likely to have the necessary parts on hand and 
their workers are familiar with the equipment. This reinforces the importance of quality rather than price 
and therefore reduces the likelihood that buyers will shop around for a cheaper, although inferior, 
product.  

Recurring revenues 

Due to Australian government regulations, safety inspections are undertaken every five years on electrical 
equipment used in mines. This usually results in replacements parts or new couplers being sort after by 
mine operators on a regular basis.  

Couplers typically have an overhaul lifecycle of four years which often leads to recurring sales regardless 
of whether new mines are being opened. It is estimated that more than 50% of Minto’s sales are derived 
from replacement couplers or parts. 

 
2 According to multiple broker and analyst reports 



High barriers to entry 

There are four companies (including Minto) which control the market for couplers in Australia. Not only 
do these businesses operate in a niche market with industry revenues approximating $30 million, but 
strict government regulation makes it difficult for new entrants to develop and market coupler products.  

Since buyers tend to stick with one supplier, the most likely way new entrants would be able to gain 
market share is when new mines open. However, this is an infrequent occurrence and the rate of new 
openings is expected to decline in the future as economies reduce their usage of non-renewable 
resources.  

These factors make it difficult for new competitors to establish themselves within the industry and creates 
a protective barrier against new entrants. This will likely result in Minto continuing to earn outsized 
returns on invested capital in the foreseeable future.  
 
Valuation 
 
Comparative sales suggest an EBITDA multiple of between 5x and 8x would be reasonable for the sale of 
the company’s electrical business. If this were to occur, the potential proceeds to Excelsior would be 
between $41 million and $65 million (refer below). 
 
TTM EBITDA ($m)       8.1     8.1 
Multiple (x)     _______   5        8____             
Enterprise value ($m)     40.5   64.8  
+ net cash & listed investments ($m)   21.0   21.0____ 
Equity value ($m)     61.5   85.8 
 
Once adding net cash and listed investments, this translates into an equity value of between $62 million 
and $86 million, or approximately $2.15 and $2.95 per share (rounded). It is important to note that this 
places no value on Excelsior’s franking credit balance of $24 million. Furthermore, current profitability is 
well below levels seen during the peak of the mining boom where EBITDA exceeded $22 million. 
Therefore, it would be reasonable to expect further upside to the above valuation if trading conditions 
continue to improve for miners. 
 
On the flip side, it appears downside risk is minimal considering the following:  
 

(a) Excelsior’s current stock price is covered by its net cash and investments plus its large franking 
account balance. 
 

(b) There is a large gap between price and value, offering investors a wide margin of safety. 
 

(c) The company has a debt free and cash rich balance sheet. 
 



Risks 

It is difficult to envision a scenario which would lead to permanent loss of capital based on current levels, 
however the biggest risk would appear to be the potential misuse of shareholder funds by management. 
This risk seems low considering the following: 
 
 Management owns more than half of the company, illustrating that their interests are aligned with 

that of the company’s shareholders.  
 

 Since 2012, management have returned almost $60 million to shareholders via dividends and share 
repurchases. Their past decisions indicate that they act in the best interests of shareholders (e.g. sale 
of underperforming divisions, opportunistic share buybacks, returning excess cash to shareholders, 
etc.).  

 
 Leanna Catelan recently acquired 681,302 shares (>2% issued capital) over the past few months 

(March – June 2020) for total consideration of $832,839 (avg. $1.22 per share). There are many 
reasons why a director may sell, however there is only one reason why they would buy.  


