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ADF GROUP INC. 
(TSX: DRX) 

  

 
eResearch Corporation and Portsmouth Equity Research have agreed to collaborate in the 

distribution of research reports and analyst articles. 

 

eResearch and Portsmouth Equity Research share a common mission: to provide their 

Subscribers and the investing public with quality investment research analysis, both written 

corporate research and insightful analyst articles, by ensuring that the research is a credible 

resource that investors can rely on.  

 

eResearch was established in 2000 as Canada's first equity issuer-sponsored research 

organization. Our various research packages allow corporate management to choose the form 

of research coverage that best meets their company’s needs.  

 

Portsmouth Equity Research is a new source for insightful retail-oriented research, aiming to 

bring to investors’ attention under-followed companies with good fundamentals and whose 

shares are selling at attractive parameters.  

 

eResearch Corporation is pleased to provide a Portsmouth Equity Research report on:  

ADF Group Inc. (TSX: DRX). 

 

 

Bob Weir, CFA 

Managing Director, Research Services 
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ADF Group (TSX: DRX) 

Overview 

ADF Group is a North American steel 
company specializing in designing, 
engineering, fabricating and installing complex 
steel superstructures.  The company is trading 
at a price approximately equal to its net asset 
value and less than 7 times the 5-year 
earnings per share average. Average ROE 
since 2004 is 44%. ADF does not currently 
pay a dividend.  

Price to Earnings Ratio: 

Based on the current market price of $2.40 
per share, the trailing 12-month PE is 7.18. If 
we expand this analysis to include the 5-year 
average of earnings from 2004 to 2008, ADF 
Group is valued at 6.56 times earnings. 
Earnings have grown from $0.2 million to 
$15.6 million during that period.  

Management expects earnings may fluctuate 
due to the cyclical nature of the business and 
the fact that, at any point in time, only a 
handful of clients account for the majority of 
revenue.  

The TSX is currently trading at approximately 
21 times earnings.  

Price to Book Value:  

The current book value is roughly $2.46 per 
share, which is slightly higher than the market 
price per share. The price to book value ratio 
is .98. At this price, it is expected that the 
share price will increase by an amount 
approximately equal to the return on equity.   
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The Value Perspective 

5-Year Dividend History:  

ADF Group does not currently pay a 
dividend instead the company has returned 
cash to shareholders through share 
buybacks in 2009. 

5-Year ROE: 

Return on Equity helps determine whether 
management uses the equity invested in 
the company to earn a reasonable return 
for shareowners. The trailing 12-month 
Return on Equity is 15.09% and the 5-year 
average is 44.74% 

Selected Financial Data 

Share price: $2.40 

Market Capitalization: 85.55M 

52-Week Range: $1.01 – 2.93 

PE Ratio: 7.18 

Cash/ Assets*: 21.8% 

Current Ratio*: 3.25 

Debt to Equity Ratio*: .08 

Equity Value per Share*: $2.46  

5-Year ROE*: 44.74% 

*As of Q2 2009 
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As mentioned earlier, earnings have grown 
substantially since 2004 translating into 
earnings per share growth of approximately 
600%.  

Debt and Short-Term Obligations 

In recent years, management has reduced 
the amount of debt outstanding. As of Q2, 
2009, total debt including the current 
portion was 8.4% of total equity and 6.7% 
of total assets, respectively.  

Other Notes of Interest: 

- As of April 30, 2009, ADF had an 
order backlog of $151 million, 
including a $77 million order 
announced in July 2009.  

- Have repurchased shares valued at 
$1.5 million in 2009; 

- At the end of Q2, four clients 
accounted for 76% of revenue; 

- Most revenues are in USD so a 
depreciation of the dollar impacts 
results presented in CAD; 

- Involved in the construction of the 
“Freedom Tower” in New York, 
U.S.A; 

- The company has reversed a deficit 
equity position since 2005; current 
equity value $85 million. 

 

 

 

 

 

 

 

Profile (from Reuters) 

DF Group Inc. (ADF) is a Canadian 
company engaged in the design, 
engineering, fabrication and selective 
installation of steel structures. The 
Company engages in heavy built-ups, as 
well as miscellaneous and architectural 
metalwork for the three principal segments 
of the non-residential construction market: 
commercial and institutional buildings 
(office towers, hotels, convention centers, 
government buildings, recreational and 
sports complexes and museums), 
industrial complexes (power stations, 
petrochemical complexes, automotive 
assembly lines and various manufacturing 
facilities), and public infrastructures (airport 
facilities, aerospace complexes, bridges 
and overpasses). The Company operates 
a 58,530-square-meter (630,000-square-
foot) fabrication plant in Canada. 
 
www.adfgroup.com  

http://www.adfgroup.com/
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Stock Chart 

 

 

Portsmouth Equity Research 

Portsmouth provides independent equity research focusing on North 

American businesses. Our research offers an insightful and thorough 

approach to investment commentary.  

 
The views expressed in this commentary are those of the author and do not represent a 

recommendation to buy, sell or hold a particular security. All of the information in this report is publicly 
available data from annual and quarterly reports and various financial websites.  

 

 


