
 ​ Group 9 

 

 

 

Monmouth, Inc. Case Study Report 

by 

Ainsley Disney 

 

 

 

 

 

 

October 28, 2025 

 

1 



 ​ Group 9 

Monmouth × Robertson: Investment Assessment and Recommendation 

Executive Summary 

Monmouth Inc. is looking to reduce the earnings swings that come from its concentration in the oil and 

gas industry. To achieve this, the company is considering acquiring Robertson Tool Company, a hand-tool 

manufacturer known for its steady financial performance, established brands, and wide distribution reach. 

The proposed acquisition would bring more predictable revenue streams and align with Monmouth’s goal 

of long-term earnings stability. 

Using data provided in the case and a Discounted Cash Flow (DCF) approach, we evaluated Robertson 

under two performance scenarios. The analysis produces an equity value range between approximately 

$39.78 and $81.46 per share, depending on how effectively Monmouth captures projected cost savings. 

Given shareholder expectations and intrinsic value, the recommended offer is at $53 per share, for 

584,000 shares, paid in Monmouth stock. This price meets stakeholder requirements while preserving 

upside potential for Monmouth’s investors. 

Company Background and Strategic Rationale 

Monmouth’s operations have historically been tied to energy and heavy equipment markets, leaving its 

earnings vulnerable to industry cycles. Acquiring a business in a more stable, small-ticket product 

category would help balance those fluctuations. Robertson Tool Company offers that opportunity. 

Robertson holds a leading position in the hand-tool industry, supported by recognizable product lines and 

a global sales network that reaches customers in over a hundred countries. Adding Robertson’s 

distribution base would immediately expand Monmouth’s market access and reduce its dependence on the 

oil and gas sector. 
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The mix of customers and products between the two firms also complements each other. Robertson’s sales 

lean toward industrial clients, while Monmouth’s current hand-tool sales are primarily consumer-focused. 

Together, the companies could achieve a more balanced customer portfolio and cross-sell existing 

products across both market segments. 

The transaction also presents tangible cost advantages. By consolidating production, integrating sales 

teams, and improving manufacturing processes, Monmouth expects to reduce cost of goods sold from 

69% to 65% of sales and selling and administrative expenses from 22% to 19% (case Exhibit 4). These 

assumptions form the basis of the optimistic scenario in the valuation section. 

Key Assumptions and Methodology 

All assumptions are derived directly from the case exhibits, FAQ, or calculation sheets. 

●​ Corporate tax rate: 40% (case Exhibit 4, FAQ) 

●​ Risk-free rate: 4.10% (case Exhibit 7) 

●​ Market risk premium: 5.5% (case Exhibit 7) 

●​ Credit rating shift: BBB in 2003–2006 → A after 2007 (Q1 Calculations) 

●​ CAPM: Derived betas from comparable companies (case Exhibit 6) 

Valuation was completed using CAPM and DCF models, covering a forecast period of 2003–2006 and a 

stable growth period beginning in 2007. Free cash flow (FCF) was calculated using: EBIAT + 

Depreciation – Capital Expenditures – Change in Net Working Capital. All calculations and data are 

referenced in the following text and cited at the end of the report (pp. 7–10). 

Cost of Capital Analysis (Q1 Calculations) 

The cost of capital was estimated separately for the explicit forecast period and the stable growth phase to 

reflect changes in business risk and leverage after the acquisition. 
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Explicit Period (2003–2006): 

●​ Cost of equity (rE): 9.38%, calculated through CAPM with a beta of 0.96, risk-free rate of 4.1%, 

and market risk premium of 5.5%. 

●​ Cost of debt (rD): 6.07%, based on yields for BBB-rated companies from Exhibit 7. 

●​ WACC: 7.95%. 

Stable Period (2007 and beyond): 

●​ Cost of equity (rE): 8.78%, reflecting a lower beta of 0.85 due to stronger credit quality. 

●​ Cost of debt (rD): 5.07%, consistent with A-rated firms. 

●​ WACC: 7.23%. 

The decrease in WACC reflects a gradual reduction in risk and borrowing costs as Monmouth stabilizes 

operations and improves its financial position post-acquisition. 

Valuation Analysis (Q2 Calculations, Q3 Calculations) 

Optimistic Scenario:​

Projected values of free cash flows were: $3.9 million in 2002, $0.82 million in 2003, $2.36 million in 

2004, $3.42 million in 2005, $4.02 million in 2006, and $4.92 million in 2007 forward. 

Discounting the cash flows at the respective WACCs results in an estimated equity value of $47.58 

million at $81.46 per share. This represents the upper range of intrinsic value, assuming full delivery of 

the cost reductions and no terminal growth beyond 2007. 

Pessimistic Scenario:  

Projected values of free cash flows were: $3.9 million in 2002, $0.82 million in 2003, $1.60 million in 

2004, $1.83 million in 2005, $1.97 million in 2006, and $2.87 million in 2007 forward.  
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If cost savings are achieved only in 2003 and margins revert to historical levels afterward, the resulting 

valuation falls to $23.23 million, or $39.78 per share. This represents the lower bound of value and 

highlights the risk if projected efficiencies do not materialize. 

Price for Control (Q4 Data) 

With a value range from roughly $40 to $81 per share, a reasonable offer should exceed the $50 price 

threshold that key shareholders, including the Robertson family, have publicly indicated as their minimum 

acceptable level. A price of approximately $53 per share is both competitive and financially sound. The 

competing NDP offer of $53.10, although close in value, is composed of volatile, non-dividend-paying 

stock that lacks liquidity, making Monmouth’s proposal the stronger option for investors. 

The proposed price falls within the intrinsic value range, provides a fair return to Robertson’s 

shareholders, and leaves room for Monmouth to capture value from operational improvements. Offering 

the consideration in Monmouth stock also aligns both parties with future performance and avoids adding 

excessive leverage to Monmouth’s balance sheet. 

Strategic Fit and Stakeholder Considerations (Q5 Data, Q6 Data) 

Strategically, Robertson strengthens Monmouth’s market position by adding a durable, non-cyclical 

product line that offsets fluctuations in energy-related revenues. The company’s established international 

distribution, recognized product lines, and manufacturing efficiency complement Monmouth’s existing 

operations. The combined company would serve a wider range of customers across both industrial and 

consumer markets, reducing volatility in overall sales. 

From a stakeholder perspective, the Robertson family and other major investors have expressed a 

preference for long-term stability and an acquirer that values the company’s heritage. A stock-based offer 

provides that alignment, enabling continued participation in the company’s growth while addressing 

liquidity and valuation concerns. This structure also addresses the concerns of Simmons and other 
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shareholders by offering a more liquid and stable alternative to NDP’s unattractive stock. This approach 

increases the probability of a friendly agreement and minimizes the risk of competing bids. 

Risks and Recommendations 

The most significant risk is that anticipated cost savings and integration benefits may take longer to 

achieve or prove smaller than projected. In that event, value could trend toward the lower end of the 

estimated range. To mitigate this, Monmouth should maintain disciplined post-acquisition execution, 

ensure transparent coordination with Robertson’s leadership, and phase operational consolidation 

carefully to protect product quality and customer relationships. 

Based on this analysis, Monmouth should: 

●​ Move forward with a friendly acquisition of Robertson Tool Company. 

●​ Offer approximately $53 per share in Monmouth stock. 

●​ Emphasize long-term stability, operational oversight, and partnership with Robertson’s existing 

management team. 

This approach fulfills Monmouth’s goal of creating predictable, sustainable growth while maintaining 

shareholder discipline. 

Conclusion 

Robertson Tool Company represents a sound strategic and financial opportunity for Monmouth Inc. The 

acquisition would diversify revenues, smooth earnings, and offer measurable cost-efficiency potential. 

Using WACCs of 7.95% and 7.23% for the forecast and stable periods, respectively, our DCF analysis 

supports a value range of $39.78 to $81.46 per share. A stock-based offer at $53 per share meets 

stakeholder expectations and leaves upside potential for Monmouth’s shareholders. The transaction 

supports Monmouth’s broader objective of building long-term stability and shareholder value. 
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Q1 Calulations:  
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Q2 Calculations: 

 

 

 

 

 

 

 

 

 

 

 

 

Q3 Calculations: 
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Q4 Data: 
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Q6 Data: 
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