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Elevator pitch: 

 

Shagrir is the dominant player in the Israeli roadside assistance service industry and a 

leading player in the larger industry of services to insurance companies. It displays 

strong, predictable and non-cyclical cash flow generation and has a controlling stake in 

a potentially high growth, maturing, car sharing start up. Controlling stock holders are a 

private investment firm among the most capable asset allocators operating in Israel. At 

current valuation levels, the company can be bought for less than 9 times 2017 FCF. 

Executive summary: 

 Formed in 1984, Shagrir is the dominant player in the Israeli roadside assistance 

industry and services roughly 30% of the market. It is also a dominant player in 

the broader “service to insurance companies” industry. 

 Shagrir has 2.25 million service subscribers (in a country with a population of 5.8 

million), thus producing strong, highly predictable, non-cyclical, recurring 

cash flows. 

 Shagrir’s distribution channel is insurance companies and agencies that sell 

Shagrir’s roadside assistance as part of car insurance policies. 

 In June 2016, Shagrir was spun off from Pointer Telocation (NASDAQ:PNTR) 

and began trading on the Tel Aviv Stock Exchange. 

 Shagrir owns a controlling stake in CAR2GO, Israel’s leading car sharing service. 

A recent change in CAR2GO’s strategy – to focus on partnering with 

municipalities to build and operate car sharing projects together - has fueled both 

domestic and international growth. CAR2GO’S new strategy has a potential to 

produce significant value in the future. 

 At current valuation, Shagrir trades at a 10 P/E multiple and P/FCF of 8.7, a price 

we believe implies that we are paying a fair value for the roadside assistance 

business and basically getting CAR2GO’s value for free. 
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 We regard Shagrir’s controlling shareholders, The DBSI Group, as highly 

sophisticated and capable asset allocators, and we believe that having them on 

board creates value for Shagrir and other its shareholders. We base that on 

DBSI’S long term track record of successful development of businesses they 

acquire. 

 

 

 

 

The following table summarizes Shagrir’s basic multiplier information ( April 2, 2018)  

*Israel’s currency is the New Israeli Shekel (NIS) ₪. 1 USD = 3.52 NIS as of April 7, 2018. 
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Company overview 

Founded in 1984, Shagrir is the arguably the most recognized brand in the Israeli 

roadside assistance industry; many Israelis say “call Shagrir” rather than “call a tow 

truck”. 

Some key facts about Shagrir’s operations: 

What are the company’s products? 

Shagrir primarily sells roadside assistance service subscriptions, usually part of vehicle 

insurance policies. The subscription includes car towing (in case of an accident) and 

light roadside repairs - such as starting a car, changing a tire, or jumping a battery. 

Subscribers also benefit from rental replacement vehicles following accidents, 

transportation from accident locations, and vehicle storage, among other services. 

Shagrir additionally sells home repair subscriptions, part of home insurance policies. 

Needs covered include plumbing repair, water damage repair, locksmith services, and 

emergency electricity repair, among others. 

Who are the clients?  

Shagrir’s clients are primarily Israel’s 13 insurance companies, 11 of which sell policies 

via an agent model while 2 are direct insurers. Shagrir operates a chain of vehicle repair 

shops as a complimentary service for these companies. 

Further, organizations operating large fleets of vehicles purchase roadside assistance 

directly from Shagrir. Such client examples are Israel’s police, national postal service 

and Department of Defense. 

 

What is Shagrir’s value proposition to insurance agencies? 

Since insurance agencies are an important distribution channel, Shagrir puts great 

emphasis on maintaining strong ties with agents by hosting agent events throughout the 

year and offering a high level of customer service. 

Speaking to several agencies ourselves about Shagrir, we heard variations of the 

following positive themes:  
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- “As an agent, you provide your personal cell phone number to clients, and we 

appreciate that when they have Shagrir services, they generally contact Shagrir 

directly for help thanks to its efficient service.” 

- “Since clients have needs that can fall outside of business hours, we always 

prefer that their insurance policies include Shagrir roadside service, mainly 

because Shagrir is the largest company in the field and has the best countrywide 

coverage - they can send a service vehicle faster”. 

- “Shagrir has an efficient, reachable call center, and clients can directly contact 

them.” (We called the call center during a recent holiday and in fewer than 2 

minutes we were talking to a human – this is a rapid response. )  

 

Competitive landscape 

The following table summarizes some key data points regarding the Israeli roadside 

assistance market (2017 data has not yet been published): 

Parameter 2014 2015 2016 

Number of vehicles per 1000 people (OECD AVG 
600) 

358 365 383 

Number of motor vehicles in Israel 2,967 3,092 3,293 

Billions of kilometers driven in Israel annually 49.82 55 57 

 

The last few years, the number of vehicles on Israel’s roads has been growing at an 

annual rate of close to 5%. Despite the high growth rate, Israel is still far from the OECD 

average of 600 vehicles for every 1,000 inhabitants. (Israel’s relatively low level of road 

infrastructure compared to other OECD countries prevents Israel’s average from 

nearing the OECD average). 

 

The Israeli service to insurance companies industry,(which includes the roadside 

assistance industry) is relatively fragmented with at least 6 other players offering similar 
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services to Shagrir. However, to the best of our knowledge, no competitor covers 

Shagrir’s exact service scope and no other is a public company. Also to the best of our 

knowledge, most competitors are part of larger groups in which service to insurance 

companies is not the core business. 

Shagrir estimates it has a 30% market share in the Israeli roadside assistance market. 

 

CAR2GO* 

The development of cities around the world and the growth of their populations have 

created intense traffic challenges in the modern urban landscape. Car sharing may be 

part of the solution to that problem. CAR2GO is Israel’s leading car sharing company, 

founded in 2008 and bought by DBSI, Shagrir’s controlling shareholders. CAR2GO 

offers vehicles for businesses and private customers needing cars for short periods of 

time (generally hours, sometimes even minutes). CAR2GO vehicles operate mainly in 

the Tel Aviv metropolitan area and have designated parking spaces in Tel Aviv, an 

extreme rarity in many parts of the city. The vehicles are parked both in dense 

population areas and outer city neighborhoods, unlike car rental companies that operate 

car lots only on city outskirts. 

Reservations are made via a web site, an app or CAR2GO’s call center. Upon finishing 

the registration process, users receive a physical smart card that enables them to open 

and start the cars. 

Clients pay initial subscription fees, a monthly subscription payment and by usage. 

CAR2GO is designed to be a solution for people who need a car only occasionally 

and/or who prefer not to own a vehicle and pay the costs related to vehicle ownership. 

 

As a business, CAR2GO had failed to reach profitability for many years, so in 2015 the 

founders were replaced by the current CEO to run the company. The leadership change 

was followed by a change of strategy, with the company now focusing on offering car 

sharing management services to local Israeli municipalities. The new strategy has 

started to bear fruit. In 2016, CAR2GO was EBIT positive for the first time after winning 

a major contract with the Tel Aviv municipality, and since then, CAR2GO has won 3 
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new municipal contracts in Israel and one international contract in the isle of Malta to 

build, operate and manage car sharing fleets. 

CAR2GO has also built a robust pipeline of several municipal projects which we 

estimate will mature and turn in to revenue in the next 2 years. 

The full impact of these new contracts has not yet reached the latest P&L report, but we 

expect to see their positive influence in 2018 - and even more in 2019. 

While still a startup company with an unclear future, CAR2GO is tapping in to several 

economic and social trends, such as sharing economy, a green economy and 

sustainability. We view the achievement of profitability as a meaningful milestone for the 

company and a proof of concept.  

The largest company in the car sharing industry, CAR2GO Germany, owns only 14,000 

cars and operates worldwide, so a case can be made for future industry growth serving 

the billions who live in our global cities.  

CAR2GO developed its own proprietary car sharing software, and management has 

been quoted saying that selling software license is also part of the CAR2GO 

opportunity. 

*No connection to the international company bearing the same name 
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Selected financial data 

The following table summarizes segment data from recent years: 

2015 2016 2017 Parameter 

   
Income (000 NIS) 

₪              141,612 ₪              159,572 ₪              188,076 Insurance company services 

 
13% 18% Y/Y Growth 

₪                14,289 ₪                19,971 ₪                34,265 Car sharing and rentals 

 
40% 72% Y/Y Growth 

   
EBIT 

₪                  1,710 ₪                  6,050 ₪                14,436 Insurance company services 

₪                    -102 ₪                  2,995 ₪                  8,328 Car sharing and rentals 

   

 
EBIT Margins 

1.2% 3.8% 7.7% Insurance company services 

-0.7% 15.0% 24.3% Car sharing and rentals 

 

Subscriber data: 

Parameter 2017 2016 2015 

Service to insurance company subscribers  2,250,790 1,744,874 1,461,039 

Y/Y change 29% 19% 
 CAR2GO subscribers 9,819 8,567 8,021 

Y/Y change 15% 7% 
  

The table indicates that car sharing has been displaying strong growth the last two 

years and that in 2017, EBIT margins have improved drastically. 

Insurance company services are a lower margin business, but Shagrir has been able to 

grow this area at a satisfactory rate. 

P&L data (for 2015-2017): 
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Parameter 2017 2016 2015 

Revenue (000 NIS)  ₪       221,860   ₪       179,017   ₪       156,623  

Gross  profit  ₪         46,154   ₪         29,440   ₪         19,571  

Gross  margin 21% 16% 12% 

Opex  ₪         23,390   ₪         20,395   ₪         17,963  

Opex margin 10.5% 11.4% 11.5% 

EBIT  ₪         22,764   ₪           9,045   ₪           1,608  

EBIT margin 10% 5% 1% 

Profit before taxation  ₪         22,209   ₪           8,568   ₪          -6,610  

Tax expense / benefit  ₪          -5,609   ₪               346   ₪               860  

Net earnings  ₪         16,600   ₪           8,914   ₪          -5,750  

Net margin 7.5% 5.0% -3.7% 

 

The table indicates that Shagrir’s top line growth has been accompanied by 

fundamental improvement. 

 

Balance sheet and cash flow data: 

Parameter 2017 2016 2015 

Balance sheet items (000 NIS) 
   Net cash  ₪         13,059   ₪           3,156   ₪           1,054  

Total working capital  ₪          -3,777   ₪       -14,848   ₪       -13,679  

Equity  ₪         85,995   ₪         75,549   ₪         65,615  

Equity and liabilities 
 ₪       
178,813  

 ₪       
151,280  

 ₪       
130,878  

 
Cash flow items 

   Operating cash flow  ₪         33,193   ₪         13,641   ₪         12,002  

Net capex  ₪          -9,865   ₪       -14,406   ₪          -2,974  
FCF (Ocf-Net capex-stock based 
compensation)  ₪         19,515   ₪             -204   ₪           4,805  

FCF margin 8.8% -0.1% 3.1% 

Dividends  ₪          -4,923   ₪                  -     ₪                  -    
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One aspect we like about Shagrir can be seen in the table: Shagrir is a negative 

working capital business. The driver, of course, is the fact that it is subscription-based, 

with subscribers paying upfront.  

Also, we can see that FCF creation has improved drastically in 2017 and that the 

company has started to pay dividends. 

 

Controlling shareholders- strategic and sophisticated investors 

In 2004, Shagrir was bought by DBSI, and Yossi Ben Shalom, its co-founder and 

Managing Partner, is Shagrir’s Chairman of the Board. Currently DBSI is the largest 

shareholder with 28.53% of the shares and maintains 3 seats on the board of 6. 

 

Formed in 2002, DBSI is a private investment firm focusing on small cap Israeli 

business and long term holdings (typically for over a decade). It manages its founders 

capital and displays a strong track record with both private and public Israeli companies.  

We consider DBSI to be among the most competent and capable investors in Israel. 

In 2016, a few weeks before Shagrir’s spin-off from Pointer, Yossi Ben Shalom was 

quoted in the local press saying that the plan for Shagrir post spin-off is to grow in the 

local Israeli market and to become a dividend paying company. Almost two years later, 

they most certainly delivered on these goals. 

 

Valuation 

In 2004 when DBSI bought Shagrir, Shagrir was already a mature company in a slow 
growing industry and had 700,000 subscribers. Now 14 years down the road, Shagrir 
has more than 3 times that number of subscribers. That is a much higher growth rate 
than both Israel’s population and the number of vehicles on the road during that same 
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period of time. We see that as a signal of management’s capability to develop new 
services to its core market and respond to market change. 

If the service to insurance companies were a standalone business, without future 
growth, we estimate earning power at around 11 million NIS per year. That is a 
recurring, non cyclical and very predictable earnings stream that we believe merits a 
multiplier of 15. It is our view that that is the minimum an informed private buyer would 
pay for such a business. That brings us to a valuation of 165 million NIS compared to a 
current market cap of 169 million NIS (~$48 million USD). That means that we are 
basically getting CAR2GO for free. Now, we love free options as much as anyone, but 
we do note that CAR2GO is no longer an option as it is a profitable business by its 
own. 
We believe that a multiplier of 12 for 2017’s FCF represents a conservative view of the 
company’s value to a private buyer, and that leads us to an intrinsic value assessment 
of 234 million NIS or 28.8 NIS per share, representing a 46% gap between intrinsic 
value and market price. 

 

Why does this opportunity exist? 

Shagrir is not only micro-cap valued – at ~ $48 million USD - it also trades on the Tel 
Aviv Stock Exchange and reports its financials in Hebrew, which makes reports less 
accessible to non-Hebrew speaking analysts. Further, the Israeli capital markets are 
built around 10-12 main investment institutions managing billions of NIS, so Shagrir is 
just too small for them to cover.  
 

Recent operational issues impacting current market price  

During the fourth quarter of 2017, the CEO left and a new one was appointed. Both are 
career CEOs but not business owners. As long as DBSI is the control stock holder and 
maintains it’s dominate influence on business strategy and the board, though, we 
consider the CEO change less material. 
That said, the change will affect the 2018 financials, as there will be a period in which 
Shagrir will pay both CEOs, including a special bonus to the departing CEO. 
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Additionally, there was a decline in EBIT margin during the fourth quarter of 2017. The 
driver of that process is higher operating costs. However, Shagrir has provided neither 
an explanation about what those costs actually are nor information about the potential of 
those costs to become a trend that cannot be passed on to subscribers. If Shagrir would 
have to absorb increasing costs, future earnings estimates would have to be revised to 
lower numbers. 
However, we believe that the change has come not in operating costs for the service to 
insurance companies but rather from start up costs for new projects that CAR2GO will 
launch in 2018. 

 

 

Other risk factors to consider 

 Non-Israeli investors run the currency risk involved with buying an asset 
denominated in NIS 

 A rise in oil prices can influence the amounts of future kilometers driven on Israeli 
roads and therefore the need for Shagrir’s services 

 CAR2GO can still turn out to be a business failure if car sharing will not develop 
in Israel 

 Servicing an industry with few players is a customer concentration risk: a loss of 
even one major client could have a profound effect on Shagrir’s results (the 
largest customer is an insurance company representing 13% of Shagrir’s 
revenue) 

 Shagrir may stay “below the radar” of the market for many years as a nano cap, 
and “Mr. Market” may never assign a higher valuation to its earnings and cash 
flows 
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Conclusion 

We believe that at current prices, Shagrir offers a compelling investing opportunity. It is  

a negative working capital business with recurring, predictable and non-cyclical cash 

generation that enjoys an incumbent position in the Israeli market alongside a 

compelling growth opportunity in a car sharing business. We also believe that Shagrir is 

run by proven best of class asset allocators operating in the Israeli market.     
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