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Purpose of the document and 
Disclaimer 
 

This analysis is not intended to replicate the approach of a Sell-Side analyst seeking 

to predict the company's future performance. Rather, it is presented from the 

perspective of an investor seeking to determine whether the company represents 

an attractive investment opportunity. 

The primary objective is to provide information and analysis that may encourage 

readers to conduct their own research and make informed investment decisions. 

No buy or sell recommendations are offered, and readers are encouraged to 

conduct their own due diligence before making any investment decisions. It does not 

provide investment advice. 

This document contains forward-looking estimates and personal opinions of the 

author. Please use caution when relying on such information, which may not be 

accurate. 

The information on the company under review is based on the author's own research 

using publicly available data. The information is believed to be accurate, but no 

warranties are made as to its accuracy. 

The author discusses these and other ideas on his blog: 

https://10baggernewsletter.substack.com/ 
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We.connect in a nutshell 
 

WE.connect group is an IT hardware wholesaler whose main products are computers, 

monitors, multimedia products, storage products, printers and supplies and accessories. It 

distributes products of more than 30 brands, some of them very well known, such as Acer, 

Samsung, HP, Lenovo, Iyama, LG and many others. It complements its activity as a 

distributor with the sale of products under its own brands, which compete in the low-cost 

segment. 

Over the years, the company has increased its agreements with suppliers and the number of 

brands distributed. 

Their main market is France, which accounts for more than 90% of the sales. Internationally, 

the company sells their main brand, WE, in the Gulf countries. 

The company is growing organically by gaining market share and entering new partnerships 

with suppliers and also through acquisitions that help them expand their product portfolio and 

generate synergies such as the absorption of fixed costs or the introduction of new 

customers. 

The market is coming off two bad years with the post-covid hangover, where demand for IT 

products increased dramatically. Demand should start to recover and be robust over the next 

few years, as the refresh cycle of PCs sold during covid begins. In addition, the introduction 

of the new AI computers and the end of Windows 10 support in 2025 should boost sales. 

The company is managed by the founders, who earn a modest salary of less than 130,000 

euros, and whose wealth depends entirely on dividends and the increase in the value of the 

company's shares, thus aligning them entirely with the shareholder. 

Since its IPO in 2016, the company has grown at a CAGR of 19.5%, including M&A and 

organic growth. Organic growth has averaged a CAGR of 12%. 

Despite being a company that generates over 25% ROICS, it trades at very attractive 

multiples of 4.6x EV/EBITDA, 5.2x P/E and 6.7x FCF normalized by working capital. 

One of the keys to investment is working capital. Due to supply chain issues during the 

pandemic, the company increased their investment in working capital. Currently, working 

capital investment represents 93% of enterprise value. Just by normalizing working capital 

levels, the company will generate cash flow equivalent to nearly half of its enterprise value. 
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Introduction 
 

WE.Connect Group is the result of the merger by absorption of Groupe Unika by Technline, which took 

place on December 17, 2015. The company was listed on Euronext Paris in 2016 under the ticker 

ALWEC.  

The group specializes in the design, manufacture, assembly and distribution of computer hardware and 

electronics, with nearly 20 years of experience. 

 

 

Distribution on behalf of third parties 

 The WE.Connect Group operates as a wholesaler of IT products. The company is part of a three-way 

relationship, acting as an intermediary between major brand manufacturers and mass retailers. With 

over thirty brands distributed, the group has established solid long-term partnerships with major high-

tech brands such as Acer, Samsung, HP, Lenovo, IIyama, LG and many others over the years. 

Accessory Manufacturing  

The WE.Connect Group offers a complete range of consumer electronics products that it designs, 

assembles and distributes. 

The company sells products under its own brands, which generates a higher margin than distribution on 

behalf of third parties. 

Customized PC Design and Assembly  

The WE.Connect Group has its own in-house assembly line, enabling it to offer a range of 

customized PCs to its customers and institutional clients. 

 

The Company's products are sold to specialized supermarkets, large and medium sized retailers, 

computer resellers and specialized e-commerce stores such as Fnac, Boulanger, Carrefour, Leclerc 

and through Internet sites such as Cdiscount and Rue du Commerce, as well as through its own 

websites such as www.mgf-info.fr and www.pcafrance.fr. 
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The Group's main products include computers, monitors, multimedia products, storage products, 

printers, and consumables and accessories (cases, phone accessories, tablets, and connectors), 

although we can also find all kinds of electronic products such as electric scooters and electric bicycles, 

among others. 

 

Subsidiaries:  

M.G.F.  

M.G.F., the historical subsidiary of the Group, is responsible for the distribution of computer equipment 

and is the owner of the WE brand. This subsidiary also houses the Shenzhen office of M.G.F. Hong 

Kong, which guarantees the quality of the products supplied. 

D2 DIFFUSION  

In October 2012, WE.Connect Group acquired D2 Diffusion. D2 Diffusion, a specialist in connectors 

since 1981, has enabled the Group to support its strategic focus on accessories under its own brand. 

PCA FRANCE  

Founded in 1999 and acquired by WE.Connect in fiscal year 2017, PCA France has been distributing 

hardware from major brands such as Samsung and Liyama to resellers, particularly B-to-B industry 

leaders, for nearly 20 years. The company also offers a wide range of components, peripherals, and 

accessories under its own brands. Its Heden brand specializes in video surveillance and home 

automation. By decision of June 11, 2018, this company also benefited from the universal transfer of 

assets and liabilities of its subsidiary Halterrego and took over its operations. PCA France offers trendy 

items to the public through mass distribution and retail. 

OCTANT / DYADEM / SHAM  

Founded in 1992 and 1999 respectively, Dyadem and Octant are specialists in printing systems, 

consumables, and data backup, based in the Tours region. Specialized wholesalers, the two 

companies have developed a catalog of the leading brands of printers and consumables such as 

Brother, Epson, HP, Lexmark, Pantum, Ricoh, etc. and a strong partnership with Fuji for data backup 

products. Sham is the logistics platform of Dyadem and Octant. 
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Major milestones and events over the years 

 

2016 

IPO.  

As part of their international strategy, they decided to stop distributing third party products and focus on 

their own branded products. 

Launch of the GAMIUM brand, dedicated to gaming accessories. 

2017 

Acquisition of PCA FRANCE and HALTERREGO. 

Target of 100 million sales in 2018. 

2018 

Strategic agreement with Kuwait for the distribution of the WE brand and New agreement with HP for 

the distribution of accessories in France. 

Partnership with the LENOVO brand for the distribution of its IT and peri-IT products in France. 

Start of construction of the new headquarters, which will bring together all the Group's offices on one 

site, in addition to the new logistics warehouse, which doubles the capacity of the previous one. 

Achieved sales of 122 M, exceeding the target of 100 M proposed in 2017. Set a target of 200 M sales 

for 2022. 

2019 

Extension of the collaboration with ACER. Signing of this new agreement for the exclusive indirect 

distribution of PREDATOR and NITRO gaming accessories in France. 

Extension of the agreement with HP to distribute the entire range of PCs and laptops. 

2020 

211 million in sales, already exceeding the 2022 target of 200 million. 

2022 

Acquisition of DYADEM, OCTANT and its logistics platform SHAM, entering the printer and supplies 

business, which is a more recurring source of revenue than consumables. 

Signing of a new national distribution agreement with EPSON. 

New activity "WE SECONDE VIE", which proposes that at the beginning of 2023, WE. CONNECT will 

also offer its reseller customers: a buy-back service for their old IT equipment and smartphones, and a 

new commercial offer of refurbished products. This new activity will further increase customer loyalty. 

2023 

New agreement with HP to distribute its products for the business and public sector, such as PCs, 

monitors, workstations, accessories, and services, including HP ProBook, HP EliteBook and HP 

Dragonfly notebooks, as well as ZBook workstations. 
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The distribution business 
 

The Company's core business is third-party distribution. This is a business with low operating margins 

and low fixed asset requirements. The primary investment of these companies is typically in working 

capital, which causes free cash flow generation to lag net income as it grows. 

Despite being a "simple middleman," distributors add value to both suppliers and customers in a variety 

of ways: 

Manufacturers: Increased reach through the broad customer network, allowing suppliers to reach a 

wider audience without having to invest in marketing and sales. Reduced logistics costs. Wholesaler 

assumes inventory and non-payment risk. Working capital financing as the wholesaler typically pays 

suppliers earlier than large retailers such as Carrefour. 

Customers: Outsourcing of warehousing and shipping on their behalf.  The ability to access products 

from different brands without having to invest in establishing relationships with different manufacturers, 

as the distributor is a one-stop shop. Working capital financing. 

Investors also have certain advantages, such as a lower risk bet on a sector than investing in a single 

manufacturer. 
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Business model 
 

The company's main market is France, with 91.5% of sales in the country in 2022. The company also 

sells its WE brand internationally in the Gulf countries with high commercial potential.   

The company has chosen to focus its growth in recent years on corporate customers with higher 

visibility and recurring revenues. The focus on these customers has been supported by recent 

acquisitions, with corporate customers generating more than 70% of sales in 2022. 

The company's core business is the distribution of IT and IT peripheral products.  

The company distributes the products of more than 30 brands with whom it has forged solid long-term 

partnerships with high-tech brands over the years. These are some of them: 

 

The company does not break down the weight of each supplier on sales, which could be a risk . Given 

the large number of suppliers and the company's ability to expand partnerships, as in the case of HP or 

even the agreement with acer for the exclusive indirect distribution of PREDATOR and NITRO gaming 

accessories, the company is doing its job well and mitigating this risk. 

The company's customers range from specialized supermarkets to large and medium-sized retailers, 

computer resellers and e-commerce specialists such as Fnac, Boulanger, Carrefour, Leclerc, 

Cdiscount and Rue du Commerce, as well as on its own sites such as www.mgf-info.fr, 

www.pcafrance.fr. 

The 17 major customer chains alone represent 4,000 points of sale throughout France. As with 

suppliers, the company does not disaggregate information on the weight of each customer, which is 

another potential risk. 
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Own brands 

 

Relying on its logistics and its relationships with its customers and suppliers, the company complements 

its distribution of third-party brands with the sale of its own brands, which, although they represent a 

small part of its sales, are more profitable: 

 

 

WE: WE offer a wide range of accessories for tablets, smartphones and laptops (bags, cases, 

speakers, etc.). It targets a broad audience as well as more specific audiences such as gamers, 

children, social network users and people who work from home. In addition to its core product line, the 

company is quick to seize market opportunities for products that become trendy at any given time, such 

as self-balancing electric scooters or set-top boxes for televisions.  Basically, if they can replicate a 

technology-related product and offer it at a competitive price, they do. 

 

 

D2DIFFUSION: specialized in sound, image, and multimedia connectors. 
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HEDEN: Specialized in video surveillance and home automations 

 

Halterrego: specialized in sound. 
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Gamium: specialized in gaming. 

 

 

Growth Strategy 

 

Organically, by signing agreements with new brands. 

Through M&A, by acquiring companies that allow it to achieve synergies by expanding its 

product portfolio, absorbing fixed costs, and creating cross-selling opportunities by 

leveraging the customer relationships it has built over the years. 
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Industry overview 
 

According to the British research company, Context (January 2023), based on a wide range 

of distributors, they estimate that in 2022 the technology distribution market in France will be 

worth 8.3 B €. While according to Research and Markets the total IT hardware market would 

be valued at 12.34 B USD in 2022 and they estimate that it will grow at a rate of 3.9% per 

year until 2027. 

According to Context data and the company's sales in 2023, the company would have no 

more than a 3% market share among distributors, which will allow it to continue to grow and 

gain market share. (This information should be treated with caution since there are many 

different components within this market in which the company may not be present, the author 

recommends that it be taken as a proxy to understand whether the company will have the 

capacity to continue growing or not, even if the data it is taken from professional analysis 

houses). 

Demand drivers of the industry:  

The industry has certain drivers and characteristics in terms of demand and cyclicality, which 

the author considers to be the most important: 

Seasonality: Demand tends to be higher in the last quarter of the year due to Christmas 

shopping and the start of the new school year. 

PC refresh cycle: It depends on whether the computer is for home, professional, or gaming 

use, but the average cycle is between 3 and 5 years. 

Technological trends: Demand for new products increases when new technologies such as 

new processors or graphics cards are introduced. 

Other trends: Other positive trends for the industry include gaming and the increase in work 

from home. 
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Current market situation  

 

Global computer sales are a good proxy for the market in which the company operates, and 

right now they are not at their best. In 2020 and 2021, there was a huge increase in demand 

for IT products due to the pandemic, with computer sales increasing by 18% and 11% 

respectively. This large increase in demand in those years caused a hangover with record 

sales declines of 16% and 13% in 2022 and 2023, respectively. 

Gartner on Q4 2022: “ Worldwide PC shipments totaled 65.3 million units in the fourth quarter 

of 2022, a 28.5% decrease from the fourth quarter of marking the largest quarterly shipment 

decline since Gartner began tracking the PC market in the mid-1990s. Mikako Kitagawa, 

Director Analyst at Gartner, said: 

 “The anticipation of a global recession, increased inflation and higher interest rates have had 

a major impact on PC demand. Since many consumers already have relatively new PCs that 

were purchased during the pandemic, a lack of affordability is superseding any motivation to 

buy, causing consumer PC demand to drop to its lowest level in years.” 

 

 

Market Outlook 

 

The outlook for the market is positive as we have several of the positive trends mentioned 

above. 

AI PCs: HP will launch AI PCs in the second half of 2024. 

Windows 10: Windows 10 will be unsupported on October 14, 2025. 

PCs refresh cycle: Starting in 2024, the large number of PCs sold during the pandemic will 

begin their refresh cycle. 

 

 

 

 

https://www.gartner.com/en/experts/mikako-kitagawa
https://www.gartner.com/en/newsroom/press-releases/2022-06-28-how-cios-should-respond-to-inflation
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Shareholders, Management and Capital allocation 
 

The company is controlled by the founders, brothers Moshey Gorsd (51 years old) and 

Yossef Gorsd (41 years old), who together hold 81.61% of the capital. 

The management is fully aligned, with a salary of less than €130,000, depending entirely on 

dividends and share price increases. 

To incentivize employees, the company pays a small amount in shares, which it then mostly 

buys back. In 2022, this bonus was worth €241,990. 

Only 15% of this bonus goes to managers, the rest is intended for all employees of the 

company to give them a sense of ownership and incentive. Each employee receives 150 

shares per year. 

Since the IPO, the dilution has been 1.9%. 

something to keep an eye on: 

The real state of We.connect is leased by the company SCI LIBAI, a company owned by the 

Gorsd brothers. In the company's records, we can see the rent expenses. Since 2018, when 

the construction of the new facilities began, the rent paid has remained stable, and there 

seems to be no reason to doubt the Gords brothers' honesty. 

Capital Allocation 

The cash generated by the company has been invested in further growth, either organically 

through investment in working capital or inorganically through acquisitions. 

The remainder is used to buy back some of the shares issued as a bonus to avoid dilution 

and to pay a small dividend. The dividend was only eliminated in 2020 because the company 

received government-guaranteed loans during the pandemic. 
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Financial analysis 
 

P&L 

 

 

 

 

 

Since 2016, the company has grown at a CAGR of 19.5%, combining organic growth and 

M&A. Organically, the company has grown at a CAGR of 12%. 

In terms of margins, we should pay particular attention to the gross margin and the EBITDA 

margin, as the company is very conservative with provisions and a large part of these are 

often reversed, distorting the margins. We see that although the trend has been upward in 

recent years, there has been a significant decline in margins since 2018. This is mainly due 

to an increase in the number of deals for new licenses, which increased sales of third-party 

brands over own brands, which generate lower margins. 
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Balance sheet 
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The company has historically been very conservative with its balance sheet, which is 

common for family-owned companies, and has operated with net debt until 2021. This is 

largely due to the supply chain disruptions during the pandemic, which caused many 

companies to increase their inventories for fear of not having product to sell. With the current 

level of debt, the company will have no problem repaying or refinancing debt. Most of the 

debt is fixed rate and the variable rate debt will be paid off in 2024. 

This is perfectly understandable when you look at working capital, which was 7.2% of sales 

in 2019 before the pandemic and has never exceeded 11.3%, while it is currently 21.8%, 

three times higher. 

This increase in investments, together with the decline in demand, has also affected the 

company's ROIC, which has historically been very high, exceeding 20% every year.  

In the coming years, we expect the level of working capital to normalize, with the consequent 

cash generation by the company, elimination of debt and increase in ROIC. 
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Cash Flow 

 

 

 

As we can see, the company does not need much investment in fixed assets since the 

company's facilities are leased.  

As for cash generation, we need to understand what kind of business we are dealing with 

and the impact of working capital on it. This effect is very common in distributors, when they 

grow at high rates, they need large investments in working capital and when they stop 

growing, they generate that cash. Due to the pandemic, as an exceptional case, they have 

not been able to generate this cash even though growth has decreased and this is due to the 

disruption in the supply chain, which sooner or later will normalize. 

The author believes that free cash flow excluding working capital is a more realistic 

representation of the company's ability to generate profits. 
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Valuation 
 

Valuation against peers 

 

We have chosen a list of companies that are as similar as possible, although some of them 

offer other IT-related services in addition to distribution. Looking at the peer group, we can 

see that it trades at a significant discount despite having better fundamentals, probably 

because it is the smallest company. 
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Discounted Cash Flow Valuation 

 

We will value the company using the discounted cash flow method under two scenarios. 

Base case: This scenario is based on a recovery starting in 2024 and achieving 

management's revenue target of 300 million. 

Bear case: This is a scenario in which the recovery is delayed, and the company fails to 

return to pre-pandemic growth. 

The 2 scenarios exclude any M&A activity, a cash generation in 2023 of €564,043 and a 

return to working capital levels at their pre-pandemic peak of 11% in 2025. This cash 

generation includes maintaining inventories at the same level as in H1, but we should not 

rule out a reduction in inventories due to the seasonality of the business. 
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Base case 
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Bear case 
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Valuation summary 

 

 

Both cases offer upside potential, but it is important to note that our valuation is primarily 

driven by a normalization of working capital. Before the pandemic, the maximum weight of 

working capital to sales was 11.3%, while in 2022 it is 20.6%. The company currently has an 

investment in working capital of 57,319,442 against an enterprise value of 61,817,207, i.e. 

the investment in working capital is 92.7% of the enterprise value, any reduction in working 

capital levels will result in a strong cash inflow for the company. 

Considering that we are so dependent on the cash and how they use it, one could be 

pessimistic and think that they will just accumulate the cash in the bank since this is a 

company that is 81% controlled by the Gorsd brothers. In this case, a good exercise to put 

the DFC in context is to think about what multiples it would take for the company to reach our 

price target now based on the 2023 estimates based on the company's reported sales. 

 

I will not comment on this, the reader must judge for himself. 
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Business Risks 
 

Dependence on France: Virtually all the company's sales come from France, so problems in 

the French economy could affect demand. 

Market size: As we have commented in the industry section, we estimate that the company 

has less than 3% share among distributors, on the other hand, as we can see in other 

countries, distributors have few competitive advantages, but one of them is scale, so they 

tend to be markets that end up consolidating with companies that can reach high market 

shares. 

China: The company has suppliers in China and any geopolitical issue could affect them. 

Partnerships: The loss of a supplier can severely impact the company. So far, the company 

has proven to be a good partner to its suppliers and not only has it not lost any, but it has 

actually gained more. The agreement with Acer for the exclusivity of its gaming brands is a 

good sign. 

Illiquidity: Has nothing to do with the business but could be a risk for the investor as it is a 

very illiquid company. 
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Author's conclusion 
 

The company looks attractive by any valuation method and has many positive attributes such 

as family ownership, growth and high return on invested capital. However, you have to 

understand the context that this is a very small and illiquid company that has always traded 

at low multiples and there is no catalyst in sight.  

It is easy to see why the company is cheap and may not be for everyone. Small, illiquid 

company with no analyst coverage and all documents in French (more than 60 documents 

had to be translated for this analysis). 
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