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Thesis 
• National Presto Industries (“NPK” or the “Company”) operates two primary business 

segments, Housewares and Defense, and divested a third (Absorbent Products) in a sale 
on Jan. 3, 2016. 

• The remaining business units, which accounted for 90%+ of EBITDA, are better off 
without the Absorbent Products unit which burned cash historically and required 
significant capital investment. 

• The Defense Unit, which represents 64% of pro-forma revenue and 75% of pro-forma 
EBITDA, is nearly a sole supplier of 40mm ammunition to the DoD, and has diversified in 
recent years into various other defense products/services.  The Defense unit should 
trade above the ~9.1x NPK EV/EBITDA. 

• The Housewares segment, while lower margin than defense, generates relatively stable 
margins and has historically required low capital investment, resulting in FCF margins 
(EBITDA less Capex) of ~12%.   

• A sum of the parts analysis shows that the pro-forma (excluding Absorbents) entity is 
worth greater than the existing ~9.1x EV/EBITDA, while the proceeds from the premium 
sale price of the Absorbents division as well as material Cash and ST investments 
provide an opportunity for a meaningful return of capital to shareholders. 

• The sale of the Absorbents Products business is an important sign in that it shows 
management could be willing to focus on the Company’s larger and more profitable units.  
As mentioned herein, a sale of the Housewares units in the future could potentially result 
in even greater shareholder value. 
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Thesis Continued 

• The Company has experienced a sales decline in both Housewares and Defense since a 
record 2010 years, and even with the recent post election share rally the Company’s 
share price has lagged the greater market as well as the Aerospace and Defense sector.  
With the divestiture of the Absorbents unit, the increasing diversification of the Defense 
sector, industry tailwinds and more, the Company should benefit from multiple expansion 
going forward. 
 
 
 
 
 
 
 

• In the meantime, NPK represents a solid income investment (4.7%+ yield) with a 
mitigated downside.  The Company has no debt, predominately owned assets, high free 
cash flow conversion, $73.8MM in cash and short term investments as of 9/30/2016 
(greater after the $71MM sale of Absorbents) and a history of returning most FCF 
annually to shareholders in the forming of a special dividend, resulting in a dividend yield 
of 4.70% in the recent LTM period (and averaging higher in other recent years). 

 



Company Overview 
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Defense Segment 

• Defense generates 64% of pro-forma LTM 9/30/16 revenue and 75% of EBITDA (pro-
forma for sale of Absorbents).  The following defense subsidiaries operate under the 
banner of the “National Defense Corporation”: 
• AMTEC: manufactures 40mm and other ammunition, training ammo, fuses, firing devices, and 

initiators at a facility in Janesville, WI 
• Spectra: Loads, assembles and packs ammunition out of a facility in East Camden, AR 
• Amron: Manufactures ammunition cartridges out of a facility in Antigo, WI 
• AMTEC Less Lethal Systems: Manufactures smoke and teargas, specialty impact munitions, stun 

munitions and other less lethal products and supplies out of a facility in Perry, FL 
• Tech Ord: Manufactures detonators, booster pellets, release cartridges, lead azide and more out 

of a facility in Clear Lake, SD.  Tech Ord is the only US manufacturer of lead azide. 

• The Defense segment is nearly a sole supplier of 40mm ammunition to the government.  
The Company acquired the largest 40mm competitor, DSE, in 2013, resulting in 
increased 40mm orders from the DoD and contract bids going uncontested since.  

• The Defense segment has diversified both vertically and horizontally via acquisition in the 
past 5+ years, which has allowed access to numerous growing markets that would 
reduce reliance on the DoD, including the less lethal weapons market and foreign military 
markets. 
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Defense Acquisitions 

The following is an overview of acquisitions made by the Company in the past 5 fiscal years.  
The below acquisition represent opportunities to increase the stranglehold on the 40mm 
market, diversify into new products and non-DoD markets and increase geographic end 
markets: 
• Amtec Less Lethal, 2011: The Company acquired ALS Technologies and renamed it 

AMTEC Less Lethal Systems.  The Company’s products include hand deployed and 
37/40mm launched smoke and tear gas grenades, specialty impact munitions, 
diversionary devices and stun munitions, and accessories.  Sales of these items are 
primarily to state and local police and corrections officers.  ALS Technologies had 
~$7.5MM in annual sales at the time of the acquisition. 

• DSE, Inc., Q4 2013: The Company acquire DSE, their largest competitor in the 40mm 
ammunition manufacturing space.  The acquisition, purchased for $47MM, resulted in 
NPK receiving the full 40mm order for the period that would usually be split between 
AMTEC and DSE. 

• Chemring Energetic Devices, Q4 2013:  The Company purchased Chemring Energetic 
Devices located in Clear Lake, SD from Chemring and renamed it Tech Ord.  Tech Ord 
manufactures detonators, booster pellets, release cartridges, and other military energetic 
devices.   
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Defense Contract Announcements Since 2009 

The following table represents the Defense segment contract announcements since 2009.  As 
shown, though 40mm announcements slowed down in 2014-2015, the ammo development 
contract, foreign military contract with Chemring and 2016 40mm contract show the Company 
is both diversifying and continuing to win 40mm contracts when the Army seeks bids. 

Date Total Value Contract Description Further Description

9/25/2009 $51.88 40mm for Army
Mulitple add-ons for 2010 and 2011 delivery under the 5 
year 40mm Army contract

3/30/2010 $99.36 40mm for Army Add on for 2012 deliver under the 40mm Army contract

4/5/2011 $69.80 40mm for Army
Add on for existing 40mm Army contract, cumulative 
total to $253.2MM

4/2/2012 $81.00 40mm for Army
Add on for 2014 Delivery under existing 40mm Army 
contract, cumulative total under 5 year contract to 
$346.7MM

3/26/2013 $64.50 40mm for Army
Add on for 40mm Army contract for 2014 and 2015 
delivery, cumulative amount under 5 year contract to 
$477.8MM

3/30/2015 $6.00 Ammo Development
Won a competitive bid to develop 40mm training 
rounds for the Army

4/12/2016 $99.00 Contract with Chemring
Amtec will supply 40mm cartridges and other 
components to Chemring for a foreign military contract 
through 2018

6/8/2016 $84.50 40mm for Army
A contract to supply 40mm to the Army for delivery in 
2017
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Defense Financial Performance 

The Company attributes the two most 
pronounced declines in revenue (2011 and 
2013) primarily to lower 40mm deliveries 
under the DoD contract. Furthermore in 
2013 Amron and Spectra saw reduced 
Load and Pack demand for third party 
ammunition contractors (however, Spectra 
did begin its first warhead production in 
2013  which included the Raytheon 
Excalibur).  Furthermore, 2012 revenue 
was unusually high due to 2011 shipments 
that slipped to 2012 as a result of DoD 
administrative issues (this also negatively 
impacted 2011 performance.  As shown, 
the Defense segment has been able to 
maintain high EBITDA margins, even 
though slightly down from earlier years due 
to sales mix and lower volumes.  Free cash 
flow conversion has been strong as the 
Defense segment requires relatively 
modest capex.  It is important to increase 
diversification away from 40mm reliance to 
achieve stability and reverse negative 
trends. 

Historical Historical Historical Historical Historical Historical Historical Historical
FYE FYE FYE FYE FYE FYE LTM CAGR

2010 2011 2012 2013 2014 2015 10/2/2016 '10-LTM

Revenue
Defense 240,762 202,372 244,998 206,198 221,545 229,705 208,359 -2.48%
Total 240,762 202,372 244,998 206,198 221,545 229,705 208,359 -2.48%
Total Growth -15.95% 21.06% -15.84% 7.44% 3.68% -9.29%

Gross Profit
Defense 68,071 62,006 64,095 50,168 57,209 61,978 56,018 -3.33%
Total 68,071 62,006 64,095 50,168 57,209 61,978 56,018 -3.33%
Total Margin 28.27% 30.64% 26.16% 24.33% 25.82% 26.98% 26.89%

Operating Income
Defense 61,443 55,049 55,071 40,463 32,317 46,419 42,627 -6.16%
Total 61,443 55,049 55,071 40,463 32,317 46,419 42,627 -6.16%
Total Margin 25.52% 27.20% 22.48% 19.62% 14.59% 20.21% 20.46%

D&A
Defense 3,650 3,469 4,203 2,241 14,555 7,905 7,082
Total 3,650 3,469 4,203 2,241 14,555 7,905 7,082

EBITDA
Defense 65,093 58,518 59,274 42,704 46,872 54,324 49,709 -4.58%
Total 65,093 58,518 59,274 42,704 46,872 54,324 49,709 -4.58%
Total Margin 27.04% 28.92% 24.19% 20.71% 21.16% 23.65% 23.86%

Capex
Defense 3,473 1,558 2,681 2,241 1,165 121 2,090
Total 3,473 1,558 2,681 2,241 1,165 121 2,090
% Revenue Total 1.44% 0.77% 1.09% 1.09% 0.53% 0.05% 1.00%

FCF (EBITDA less Capex)
Defense 61,620 56,960 56,593 40,463 45,707 54,203 47,619 -4.38%
Total 61,620 56,960 56,593 40,463 45,707 54,203 47,619 -4.38%
Total Margin 25.59% 28.15% 23.10% 19.62% 20.63% 23.60% 22.85%

FCF Return on Assets
Defense 57.87% 52.19% 55.26% 25.32% 30.58% 37.85% 29.65%
Total 57.87% 52.19% 55.26% 25.32% 30.58% 37.85% 29.65%
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Housewares Segment 

• The Housewares/Small Appliances business designs, markets and distributes 
housewares and electronic appliances including pressure cookers, canners, skillets, 
griddles, woks, space heaters, pizza ovens, deep fryers and more.   

• Products are sold in the US and Canada both directly to retailers and through 
distributors.  A large part of sourcing is done from the Orient.   

• The segment utilizes owned warehouse space in Jackson, Mississippi and leased 
warehouse space in Canton, Mississippi. 

• The company is fairly diverse by both end product and customer.  The largest customer, 
Wal-Mart, accounted for 10% of FYE 2015 sales.  The segment’s products are sold 
through major online retailers as well, including Amazon. 

• This segment depends in part on finding new ideas/inventions to introduce to continue to 
drive sales.   

• Management has noted that this segment tends to experience less cyclicality than most 
consumer discretionary businesses as economic downturns result in more households 
eating in and preparing their own food, which leads to increased demand for these small 
cooking/kitchen appliances.   

• This segment could likely benefit from an overhaul of the existing online platform due to 
the industry trends towards internet retail shopping.  Please visit www.gopresto.com to 
view the existing platform. 

• This business is traditionally seasonal, with the fourth quarter being the strongest. 

http://www.gopresto.com/
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Housewares Financial Performance 
The Company attributes the decline in 
Households performance to general retail 
headwinds and, to some extent, the rise of 
ecommerce.  The Company has been able 
to maintain margins due to products mix 
shifts and the continued introduction of 
new products.  The Company’s brick and 
mortar retail sales benefit to a certain 
extent from the weight/bulkiness of many 
products which makes it more difficult and 
costly to ship.  The Company also benefits 
from long term relationships with retailers 
and suppliers.  Supplier relationships are 
key to ensuring inventory levels in a “need-
it-now” world.  As shown the Housewares 
segment typically has modest capex 
requirements, resulting in relatively stable 
FCF generation since 2011 (while 2010 
represents an unusually high year).  
Though many products may be at less risk 
to ecommerce, it will be important for the 
Company to ensure product visibility for 
online shoppers and an improved digital 
platform could represent an opportunity.  
The Company projects the ability to 
maintain stable performance in the near 
term. 

Historical Historical Historical Historical Historical Historical Historical Historical
FYE FYE FYE FYE FYE FYE LTM CAGR

2010 2011 2012 2013 2014 2015 10/2/2016 '10-LTM

Revenue
Households 157,474 130,852 145,023 137,225 125,653 125,944 117,376 -4.98%
Total 157,474 130,852 145,023 137,225 125,653 125,944 117,376 -4.98%
Total Growth -16.91% 10.83% -5.38% -8.43% 0.23% -6.80%

Gross Profit
Households 37,032 27,016 27,858 26,850 25,373 28,732 25,228 -6.46%
Total 37,032 27,016 27,858 26,850 25,373 28,732 25,228 -6.46%
Total Margin 23.52% 20.65% 19.21% 19.57% 20.19% 22.81% 21.49%

Operating Income
Households 27,558 16,716 15,714 16,984 15,449 18,042 15,092 -9.94%
Total 27,558 16,716 15,714 16,984 15,449 18,042 15,092 -9.94%
Total Margin 17.50% 12.77% 10.84% 12.38% 12.29% 14.33% 12.86%

D&A
Households 926 993 1,088 1,072 954 923 990
Total 926 993 1,088 1,072 954 923 990

EBITDA
Households 28,484 17,709 16,802 18,056 16,403 18,965 16,082 -9.46%
Total 28,484 17,709 16,802 18,056 16,403 18,965 16,082 -9.46%
Total Margin 18.09% 13.53% 11.59% 13.16% 13.05% 15.06% 13.70%

Capex
Households 1,117 3,249 1,138 1,072 571 3,955 1,468
Total 1,117 3,249 1,138 1,072 571 3,955 1,468
% Revenue Total 0.71% 2.48% 0.78% 0.78% 0.45% 3.14% 1.25%

FCF (EBITDA less Capex)
Households 27,367 14,460 15,664 16,984 15,832 15,010 14,614 -10.34%
Total 27,367 14,460 15,664 16,984 15,832 15,010 14,614 -10.34%
Total Margin 17.38% 11.05% 10.80% 12.38% 12.60% 11.92% 12.45%

FCF Return on Assets
Households 10.65% 6.06% 8.07% 10.30% 9.78% 8.14% 7.80%
Total 10.65% 6.06% 8.07% 10.30% 9.78% 8.14% 7.80%
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Combined Financial Performance 

The Pro-Forma Company (pro-
forma for divestiture of 
Absorbents Unit) has 
experienced a -3.4% revenue 
CAGR since 2010, however it is 
important to note that 2010 was 
a record year for the total 
Company.  Furthermore, today 
the Company’s strongest 
segment, defense, is positioned 
better as a more diverse 
defense company (rather than 
solely a 40mm DoD contractor).  
Though the segment must 
continue to diversify further, the 
previously mentioned 
acquisitions and contract 
announcements have improved 
the segments profile.  The 
Company expects to remain 
competitive in the Housewares 
business due, in part, to strong 
supplier and customer 
relationships and their ability to 
execute on innovative products. 

Historical Historical Historical Historical Historical Historical Historical Historical
FYE FYE FYE FYE FYE FYE LTM CAGR

2010 2011 2012 2013 2014 2015 10/2/2016 '10-LTM

Revenue
Households 157,474 130,852 145,023 137,225 125,653 125,944 117,376 -4.98%
Defense 240,762 202,372 244,998 206,198 221,545 229,705 208,359 -2.48%
Total 398,236 333,224 390,021 343,423 347,198 355,649 325,735 -3.43%
Total Growth -16.32% 17.04% -11.95% 1.10% 2.43% -8.41%

Households -16.91% 10.83% -5.38% -8.43% 0.23% -6.80%

Defense -15.95% 21.06% -15.84% 7.44% 3.68% -9.29%

Gross Profit
Households 37,032 27,016 27,858 26,850 25,373 28,732 25,228 -6.46%
Defense 68,071 62,006 64,095 50,168 57,209 61,978 56,018 -3.33%
Total 105,103 89,022 91,953 77,018 82,582 90,710 81,246 -4.38%
Total Margin 26.39% 26.72% 23.58% 22.43% 23.79% 25.51% 24.94%

Households 23.52% 20.65% 19.21% 19.57% 20.19% 22.81% 21.49%

Defense 28.27% 30.64% 26.16% 24.33% 25.82% 26.98% 26.89%

Operating Income
Households 27,558 16,716 15,714 16,984 15,449 18,042 15,092 -9.94%
Defense 61,443 55,049 55,071 40,463 32,317 46,419 42,627 -6.16%
Total 89,001 71,765 70,785 57,447 47,766 64,461 57,719 -7.25%
Total Margin 22.35% 21.54% 18.15% 16.73% 13.76% 18.12% 17.72%

Households 17.50% 12.77% 10.84% 12.38% 12.29% 14.33% 12.86%

Defense 25.52% 27.20% 22.48% 19.62% 14.59% 20.21% 20.46%

EBITDA
Households 28,484 17,709 16,802 18,056 16,403 18,965 16,082 -9.46%
Defense 65,093 58,518 59,274 42,704 46,872 54,324 49,709 -4.58%
Total 93,577 76,227 76,076 60,760 63,275 73,289 65,791 -5.94%
Total Margin 23.50% 22.88% 19.51% 17.69% 18.22% 20.61% 20.20%

Households 18.09% 13.53% 11.59% 13.16% 13.05% 15.06% 13.70%

Defense 27.04% 28.92% 24.19% 20.71% 21.16% 23.65% 23.86%
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Total NPK Market Data 

The below chart represents information for the entire company (including the recently 
divested Absorbents product unit, which experienced negative FCF (EBITDA less Capex) in 
4 of the 6 periods from FYE 2010 to FYE 2015).  As shown the Company’s valuation has 
expanded pursuant to the post election ramp, however the Company continues to produce 
stable and relatively high free cash flow.  The divestiture of the AP unit should have a 
positive effect on valuation as this unit generated lower margins and returns on investments 
than the remaining units and represented a use of cash in most periods.  As outlined later, 
the remaining business units justify a meaningfully higher enterprise value. 

FYE FYE FYE FYE FYE FYE LTM LTM
12/31/2010 12/31/2011 12/31/2012 12/31/2013 12/31/2014 12/31/2015 10/2/2016 1/9/2017

Shares Out 6.86 6.87 6.89 6.90 6.92 6.93 6.95 6.95

Market Cap 892.39 643.41 475.82 555.45 401.35 574.49 609.82 728.57

TEV 761.02 525.79 362.53 464.74 355.43 509.85 534.52 654.77

Total EBITDA (000's) 105,888 82,774 70,904 66,558 61,750 75,994 71,398 71,398

EV/EBITDA 7.19x 6.35x 5.11x 6.98x 5.76x 6.71x 7.49x 9.17x

Share Price 130.01 93.60 69.10 80.50 58.04 82.86 87.79 104.85

FCF Yield (per share) 12.81 9.86 8.32 8.35 7.30 10.03 9.58 9.58

Total Dividend 55.93 56.70 79.23 34.93 28.07 35.10 35.10

Dividend Yield 6.27% 8.81% 16.65% 0.00% 8.70% 4.89% 5.76% 4.82%



Sum of the (remaining) Parts 
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Current Valuation Pro Forma for Absorbents Divestiture 

• The below represents the current valuation after the divestiture of the Absorbents 
business.  As shown, the Absorbents unit, arguably the weakest unit from a standalone 
public company point of view was sold at a premium to the combined NPK valuation.  
Pro-forma EV/EBITDA for the business is actually lower even though you are left with a 
higher margin, more stable business. 

 
 
 
 
 
 
• Assumptions: 

• Proceeds from sale are held in cash 
• Taxable gains calculated as Reported Sale Price less Purchase Price of Absorbent 

Unit 
• Financial figures used from 3Q 2016 LTM 
• Market Data as of 1/9/2016 

Pro Forma EBITDA Estimated Proceeds from Absorbents Sale Pro Forma Valuation

Households EBITDA 16,082 Sale Price of Absorbents 71,000 1/5/2017 TEV 654,770
Defense EBITDA 49,709 Initial Purchase Price 7,600 LTM Total EBITDA 71,398
Total EBITDA 65,791 Taxable Gain 63,400 EV/EBITDA 9.17x

Taxes (20% Cap Gains) 12,680
Post Tax Sales Proceeds 58,320 TEV Less Sales Proceeds 596,450

Pro Forma EBITDA 65,791
Post Tax Absorbents Purchase Multiple on LTM EBITDA 10.40x Pro Forma EV/EBITDA 9.07x
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Standalone Defense Valuation- Public Comps Trading Data 

• The below comparables universe represents a broad range of companies which operate 
in similar capacities as the NPK Defense segment:  Defense Contractors, 
Ammunition/Firearms Manufacturers, Aerospace and Defense Product Manufacturers, 
Non-Lethal Weapons Industry 

Defense Contractors 
Vectrus, Inc. 

Leidos Holdings 

Engility Holdings 

Ammunition/Firearm Mfg. 
Olin Corporation 

Chemring Group 

Sturm, Ruger and Co. 

A&D Products 
Aerojet Rocketdyne 

Orbital ATK 

Ducommun Inc. 

 

A&D Products 
Aerojet Rocketdyne 

Orbital ATK 

Ducommun Inc. 

Arotech Corp. 

 

Non-Lethal Weapons 
TASER International 

 

NPK Defense 
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Defense Public Comps (Cont.) 

Pursuant to the prior page, the below table reflects relevant valuation data for the 
comparables universe. The average EV/EBITDA of 13.7x represents 4.6x EV/EBITDA 
upside from the existing 9.1x pro-forma NPK EV/EBITDA.  Most of the Company’s in this 
comparables universe have experienced demand trends from DoD spend, while some have 
successfully diversified into other geographies, products and end markets others have had 
less focus on this, leading to a decline in financial performance.  NPK’s Defense segment 
would benefit going forward from continuing to diversify revenue. 

Ticker Company EV Market Cap Revenue EBITDA Margin EV/Revenue EV/EBITDA Leverage

NPK Pro Forma NPK $596.5 NMF $325.7 $65.8 20.20% 1.83x 9.07x 0.00x

AJRD Aerojet Rocketdyne  $1,699.8 $1,294.3 $1,708.3 $151.3 8.86% 1.00x 11.23x 4.31x
OA Orbital ATK, Inc. $6,817.8 $5,284.8 $4,627.5 $623.4 13.47% 1.47x 10.94x 2.56x
TASR TASER International, $1,205.7 $1,299.2 $242.2 $34.9 14.40% 4.98x 34.58x 0.08x
DCO Ducommun Incorpor $458.8 $291.6 $564.7 $48.6 8.61% 0.81x 9.44x 3.63x
OLN Olin Corporation $7,984.1 $4,431.0 $5,432.3 $818.2 15.06% 1.47x 9.74x 4.50x
LSE: CHG Chemring Group plc $591.2 $476.8 $395.7 $52.7 13.32% 1.49x 11.22x 2.37x
ARTX Arotech Corporation $112.9 $105.0 $98.9 $6.2 6.27% 1.14x 18.20x 2.94x
VEC Vectrus, Inc. $301.2 $262.6 $1,213.6 $47.8 3.94% 0.25x 6.30x 1.92x
LDOS Leidos Holdings, Inc. $10,762.2 $7,721.2 $5,803.4 $521.2 8.98% 1.85x 20.65x 6.67x
EGL Engility Holdings, Inc $2,288.2 $1,254.8 $2,107.0 $179.7 8.53% 1.09x 12.74x 6.02x
RGR Sturm, Ruger & Comp  $887.9 $989.2 $654.9 $160.6 24.52% 1.36x 5.53x 0.00x

Mean $3,010.0 $2,128.2 $2,077.1 $240.4 11.45% 1.54x 13.69x 3.18x
Median $1,205.7 $1,254.8 $1,213.6 $151.3 8.98% 1.36x 11.22x 2.94x
Min $112.9 $105.0 $98.9 $6.2 3.94% 0.25x 5.53x 0.00x
Max $10,762.2 $7,721.2 $5,803.4 $818.2 24.52% 4.98x 34.58x 6.67x
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Standalone Housewares Valuation- Public Comps Trading Data 

The public comparables universe for the Housewares segments includes manufacturers and 
distributors of a range of kitchen/household items, ranging from small gadgets to large ticket 
appliances.  The NPK households segment should exhibit trends and valuation at the 
meeting point of these companies, as NPK items may be higher ticket than the average 
Tupperware purchase however would be meaningfully lower than the average Whirlpool 
appliance.  It would be expected that NPK’s demand drivers would be similar to those of the 
below.  NACCO is an interesting comp as it is a conglomerate as well, with the Households 
section being represented by Hamilton Beach Brands (a close comp to NPK Households) (a 
large portion of NACCO performance accounted for by their coal mining business, similar to 
NPK and the defense business). 
 

Small Ticket Kitchenware 
Lifetime Brands 

Helen of Troy 

Tupperware 

 

Kitchen Appliances and 
Larger Ticket Gadgets 
Whirlpool Corporation 

iRobot 

 

Conglomerate with 
Kitchenware Unit 
NACCO Industries 

 

NPK Housewares 
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Housewares Public Comps (cont.) 

As shown below the average EV/EBITDA of the comps is 11.7x, representing 2.6x upside 
from the pro-forma NPK EV/EBITDA of 9.1x.  As mentioned, NPK Housewares operations 
represents various aspects of the below comps.  NPK Housewares generates stable 
EBITDA margins of 13.5%+, representing meaningfully higher margins than the 
comparables outlined below.  Also note that NPK has zero debt versus a relatively 
leveraged peer group. 

Ticker Company EV Market Cap Revenue EBITDA Margin EV/Revenue EV/EBITDA Leverage

NPK Pro Forma NPK $0.6 NMF $325.7 $65.8 20.20% 1.83x 9.07x 0.00x

LCUT Lifetime Brands, Inc. $386.0 $251.1 $585.0 $39.0 6.66% 0.66x 9.78x 3.61x
NC NACCO Industries, Inc. $695.1 $602.1 $858.7 $16.4 1.91% 0.81x 9.93x 8.37x
IRBT iRobot Corporation $1,404.1 $1,606.8 $654.5 $77.1 11.78% 2.15x 18.20x 0.00x
WHR Whirlpool Corporation $19,253.6 $13,926.6 $20,622.0 $2,176.0 10.55% 0.93x 8.85x 2.48x
HELE Helen of Troy Limited $2,966.0 $2,443.2 $1,547.3 $212.8 13.75% 1.92x 13.94x 2.58x
TUP Tupperware Brands Corporation $3,505.9 $2,797.6 $2,204.3 $372.0 16.88% 1.59x 9.42x 2.17x

Mean $4,701.8 $3,604.6 $4,412.0 $482.2 10.26% 1.34x 11.69x 3.20x
Median $2,185.0 $2,025.0 $1,203.0 $144.9 11.17% 1.26x 9.86x 2.53x
Min $386.0 $251.1 $585.0 $16.4 1.91% 0.66x 8.85x 0.00x
Max $19,253.6 $13,926.6 $20,622.0 $2,176.0 16.88% 2.15x 18.20x 8.37x
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Valuation Upside per Public Comps 

As shown to the right, pro 
forma NPK’s 9.1x 
EV/EBITDA ($596MM EV) is 
materially below the EV 
average of peers (as 
calculated separately for 
Defense and Housewares 
then summed).  Using the 
average multiple of peers, 
NPK’s EV would be 
~$868MM, or 13.1x, 
representing a 45% premium 
to today’s valuation. 



Downside Mitigation 
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At current valuation, NPK has downside protection 

• At the current 9.1x valuation, NPK has various strengths that provide comfort against 
downside scenario (at least in the near term): 
• No Leverage: NPK historically and currently operates with no leverage.  Combined 

with the remaining high cash flow businesses, which generate LTM Q3 2016 pro 
forma FCF (EBITDA less Capex) margin of 19.1%, the business could continue to 
generate material cash even with a top line decline. 

• Absorbent Products Sale: The sale of the AP segment for an estimated post tax 
multiple of  10.4x (1x premium to the NPK EV/EBITDA on the day of the sale 
announcement) results in a de-risked NPK going forward as the Absorbents segment 
required material capital investment and had volatile margins, representing a cash 
drain in some historical periods.  Furthermore, the proceeds of the sale enhance the 
following two strengths. 

• High Cash and Short Term Investments: In addition to zero debt, the Company 
typically carries a high Cash and Short Term Investments balance, which stood at 
$73.8MM.  The sale of Absorbents adds an estimated ~$58MM to this balance prior 
to deployment of these proceeds.  With no debt and little capex needs this cash 
could support the businesses cash needs for a material amount of time (the 
combined $74MM and $58MM would be enough to pay more than the amount paid 
out in dividends over the past 3 years. 
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Downside Protection (cont.) 

• Dividend Issuance: The Company historically issues a majority of free cash flow 
from operations as a special dividend, resulting in a dividend yield of 8.70%, 4.89% 
and 5.76% as of FYE 2014, FYE 2015 and LTM 10/2/2016.  This dividend yield (and 
the Company’s aforementioned ability to maintain it) should support the stock price 
as investors look for higher yielding assets in a potentially rising rate environment. 

• Owned Assets: Most of the Company’s assets, including the manufacturing facilities 
for the multiple defense subsidiaries and the main warehouse for the Housewares 
segment are owned by the Company, providing asset collateral and little lease 
payment requirements, which improve cash flow and reduce third party claims on 
assets. 

 



Opportunities and Relevant Notes 
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Upside Opportunities for NPK- Standalone Defense Company 

• Standalone Defense Company: At 64% and 75% of pro-forma NPK LTM 10/2/2016 
revenue and EBITDA, respectively, the Defense segment is the most material piece of 
the business. The standalone defense company profile would be a $208MM company 
with 24% EBITDA margins, low capex needs, ~27% return on assets and a strong 
balance sheet with no debt and material cash and short term investments.  In addition to 
having the highest margins, this segment has more revenue visibility and contracted 
revenue which Housewares does not, operates in an industry with higher barriers than 
Housewares, and, as seen in the comps overview, could potentially command a higher 
valuation due to these reasons and more.  The Company could divest the Housewares 
business (similar to the recent divestiture of the Absorbent Products business which was 
sold to a strategic at a favorable multiple) and use the proceeds to:  
• Return Capital to Shareholders in the form of either a special dividend (as has been 

done in the past) or a share buyback 
• Reinvest capital to grow the capabilities of existing defense subsidiaries.   
• Acquire add on acquisitions to grow existing defense businesses or enter new 

synergistic defense markets. For example, according to Homeland Security 
Research Corp the global nonlethal weapon market is expected to double by 2020, 
while the US market is expected to follow that trend, which could warrant a focus on 
growing AMTEC Less Lethal. 

Please see the following slides for an overview of acquisition examples for the defense 
segment 
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Standalone Defense Opportunities (cont.) 

• Below are various examples of potential targets, which demonstrate the opportunities 
that exist to grow various products via acquisition: 
• Cyalume Technologies (OTCPK : CYLU): Manufactures and sells chemiluminescent 

products, and reflective and photoluminescent materials to the military, ammunition, and 
commercial and public safety markets in the United States and internationally.  Revenue 
and EBITDA of ~$42MM and $9MM, respectively.  Current market valuation of 2.9x, 
however various outstanding warrants could result in higher acquisition valuation.   

• Mace Security International (OTCPK: MACE): manufactures and markets personal 
defense and security products to consumer and business markets under the Mace brand 
in the United States.  Revenue and EBITDA of $9MM and ($0.3)MM.  Could fit with Amtec 
Less Lethal.   

• MAST Technology, Inc. (Private): Manufactures ammunition-related machinery. Its 
products include rounds for grenade launchers, less lethal and tracer rounds, spotting rifle 
cartridges for the shoulder-launched multi-purpose assault weapons, small caliber 
ammunition, time blasting fuses, and igniters that are used to initiate the shock tubes.  
Revenue is estimated around $34MM.  Mast produces 40MM. 

• Chemring Group PLC (LSE: CHG): Develops and manufactures protection solutions for 
defense market worldwide. through various segments, each of which produces various 
products that would fit well with National Presto.  Chemring has revenue and EBITDA of  
£396MM and £ 53MM.  An opportunity would exist for Presto if Chemring was interesting 
in divesting any business lines. NPK Defense has a supply contract for 40mm ammo with 
Chemring signed in 2016. NPK purchased Tech Ord from Chemring in 2013. 
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Standalone Defense Opportunities (cont.) 

• Combined Systems, Inc. (Private): Develops, manufactures, and markets a broad range 
of non-lethal tactical munitions, pyrotechnics, crowd control devices, 37mm and 40mm 
launchers, and more.  Combined Systems is majority owned by Point Lookout Capital 
Partners since 2005. 

• Penn Arms, Inc.: (Private): Develops and manufactures various caliber firearms for law 
enforcement and military applications, primarily single and multi-shot launchers capable of 
rapidly deploying various types of ammunition used in riot suppression. Penn Arms is 
majority owned by Point Lookout Capital since 2008. 

• Lamperd Less Lethal (OTCPK: LLLI): Develops, manufactures, and sells a range of less 
lethal civil and military defense equipment worldwide.  Lamperd is a micro-cap company 
based in Canada and is currently working with Oman, Kuwait and Qatar on less lethal 
products.   

• Sage (Private): Sage International was established in 1973 to manufacture defense 
products for law enforcement and military.  In 1992 they established Sage Control 
Ordnance Inc. to provide less lethal munitions and launching systems. 

• Condor S.A. Industria Quimica (Private, Brazil): Manufactures and markets of non-
lethal ammunition and pyrotechnic signaling devices for use in Brazil and internationally.  
Condor has revenue and EBITDA of ~$34.5MM and $5.0MM, respectively. 

• Spinouts from Larger Corporations: Larger defense corporations could be willing to 
discard smaller non-core segments which could align with NPK’s defense segment.  For 
example General Dynamics has a nonlethal 66mm grenade system as well as flashbang 
grenades and other similar products. 
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Upside Opportunities- External Presence on Board 

• As shown below the 5 person board includes 2 Company executives and 3 external 
members with an average tenure of 17 years. 

• The external board members have relatively little relevant experience and all come from 
the same town where the Company is headquartered and the CEO was raised (and her 
father was CEO prior to her).. 

• Truly independent board representation could help assess: flat to down performance in 
recent years and optimal strategic direction going forward. 

NPK Board Overview

Member
Member 

Since Role Internal/External
Stock 

Ownership
2015 

Compensation Comment

Maryjo Cohen 1988 CEO, Chairman Internal 27.80% $689,335
Randy Lieble 2008 CFO, Treasurer Internal <1.00% $573,732

Richard Cardozo 1998 Presiding Director External <1.00% $36,500

Professor Emeritus of Carlson School of Mgmt at 
Univ. of Minn., Chairman of Small Minn. Based 
distribution company (Brown-stone) (website is 
made with wordpress)

Patrick Quinn 2001 Director External <1.00% $36,500
President of small engineering firm based in Eau 
Claire

Joseph Stienessen 2005 Director External <1.00% $36,500

Principal at Accounting Firm WLA, LinkedIn says 
owner of something called SSF-LLC based in Eau 
Claire
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Other Opportunities 

• Conservative Use of Leverage: The Company could conservatively use leverage for 
acquisitions, investments in the Company, returns to shareholders, etc. to increase ROE 
and provide a tax shield as the Company has been material taxes historically (~$18.8MM 
in the LTM period). 

• Digital Platform Upgrade: The Company’s online platform for Housewares appears 
dated and purchases are executed through Amazon, perhaps a revamp of the online 
platform could result in increased throughput from the website. 
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Relevant Notes- Management and Ownership 

• The Company has been led by MaryJo Cohen (~64 yrs. of age) since 1994, when Ms. 
Cohen took the reigns from her father.  MaryJo Cohen is also the largest shareholder of 
the Company with 27.8% ownership.   

• Under Ms. Cohen the Company has experienced adequate performance.  While this high 
level of executive ownership is a plus in aligning management and shareholder goals, 
this level of ownership could result in an incentive to pay out cash flow in a large dividend 
each year prior to reinvesting in the Company to grow long term value.  Ms. Cohen 
received a total of $70.9MM in dividend payments (assuming a constant 27.8% 
ownership) from FYE 2010 through FYE 2015.  A more external presence on the board 
could potentially determine if cash flow has been distributed in lieu of reinvestment to the 
detriment of the Company. 

• Additional insiders own only ~2.2% of the Company. 
• Other major shareholders include Royce and Associates (8.9%), BlackRock (7.52%), 

Vanguard (6.64%) and Dimensional (2.22%). 
 



Conclusion 
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Conclusion: NPK has valuation upside and downside mitigation 

• In addition to the positive cash flow and balance sheet attributes of both businesses, 
each business has separate strengths.  The defense business is a nearly sole- source 
supplier of certain DoD contracts, has made steps towards diversifying by end market, 
product and geography, and has a large footprint of owned manufacturing facilities.  The 
Housewares segments is expected to benefit from strong and long term relationships 
with customers and suppliers to continue sales of strong legacy products and innovative 
new products, additionally this unit is expected to be partially removed from the effects 
that eCommerce growth is having on brick and mortar retail sales due to the product 
profile (additionally, Presto products are sold on major online retailers including 
Amazon).  These strengths provide comfort that the Company can continue stable cash 
generation and could lead to growth (especially in the defense segment) and greater top 
line stability Housewares. 

• The sale of the Absorbents business was  step in the right direction and the pro forma 
NPK business EV/EBITDA of 9.1x is a discount when the individual Housewares and 
Defense business lines are valued against peers and segment financial and operational 
profiles are taken into account.  The sale of the Households business could provide even 
further upside and an attractive pro-forma standalone defense entity.   

• Given a very clean balance sheet and generally stable performance (aside from the 
outsized record year in 2010, defense has been generally flat and Housewares has seen 
a moderate decline), as well as material cash balances and stable dividend of 4.7%+, an 
investor should have limited downside investing at current valuations. 



Sakonnet Investing 

Thank you! 

Feel free to reach out at sakonnetinvesting.com or Seeking Alpha: 
SakonnetInvesting 

 

 

 

 
Notes: 
 
Certain potentially relevant information was omitted in the interest of brevity, 
please feel free to reach out to request this information or analysis. 
 
I am/we are long NPK. 
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