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Full Legal Disclaimer

This research presentation expresses our research opinions.  You should assume that as of the publication date of any presentation, report or letter, Spruce Point 
Capital Management LLC (possibly along with or through our members, partners, affiliates, employees, and/or consultants) along with our subscribers and clients has 
a short position in all stocks (and are long/short combinations of puts and calls on the stock) covered herein, including without limitation Mettler-Toledo 
International Inc. (“MTD”), and therefore stand to realize significant gains in the event that the price of its stock declines. Following publication of any presentation, 
report or letter, we intend to continue transacting in the securities covered therein, and we may be long, short, or neutral at any time hereafter regardless of our 
initial recommendation.  All expressions of opinion are subject to change without notice, and Spruce Point Capital Management does not undertake to update this 
report or any information contained herein.  Spruce Point Capital Management, subscribers and/or consultants shall have no obligation to inform any investor or 
viewer of this report about their historical, current, and future trading activities.

This research presentation expresses our research opinions, which we have based upon interpretation of certain facts and observations, all of which are based upon 
publicly available information, and all of which are set out in this research presentation.  Any investment involves substantial risks, including complete loss of capital. 
Any forecasts or estimates are for illustrative purpose only and should not be taken as limitations of the maximum possible loss or gain. Any information contained in 
this report may include forward looking statements, expectations, pro forma analyses, estimates, and projections. You should assume these types of statements, 
expectations, pro forma analyses, estimates, and projections may turn out to be incorrect for reasons beyond Spruce Point Capital Management LLC’s control. This is 
not investment or accounting advice nor should it be construed as such. Use of Spruce Point Capital Management LLC’s research is at your own risk. You should do 
your own research and due diligence, with assistance from professional financial, legal and tax experts, before making any investment decision with respect to 
securities covered herein. All figures assumed to be in US Dollars, unless specified otherwise.

To the best of our ability and belief, as of the date hereof, all information contained herein is accurate and reliable and does not omit to state material facts 
necessary to make the statements herein not misleading, and all information has been obtained from public sources we believe to be accurate and reliable, and who 
are not insiders or connected persons of the stock covered herein or who may otherwise owe any fiduciary duty or duty of confidentiality to the issuer, or to any 
other person or entity that was breached by the transmission of information to Spruce Point Capital Management LLC. However, Spruce Point Capital Management 
LLC recognizes that there may be non-public information in the possession of MTD or other insiders of MTD that has not been publicly disclosed by MTD. Therefore, 
such information contained herein is presented “as is,” without warranty of any kind – whether express or implied. Spruce Point Capital Management LLC makes no 
other representations, express or implied, as to the accuracy, timeliness, or completeness of any such information or with regard to the results to be obtained from 
its use. 

This report’s estimated fundamental value only represents a best efforts estimate of the potential fundamental valuation of a specific security, and is not expressed 
as, or implied as, assessments of the quality of a security, a summary of past performance, or an actionable investment strategy for an investor. This is not an offer to 
sell or a solicitation of an offer to buy any security, nor shall any security be offered or sold to any person, in any jurisdiction in which such offer would be unlawful 
under the securities laws of such jurisdiction. Spruce Point Capital Management LLC is not registered as an investment advisor, broker/dealer, or accounting firm.

All rights reserved. This document may not be reproduced or disseminated in whole or in part without the prior written consent of Spruce Point Capital 
Management LLC.
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Spruce Point’s Success Shorting 
Misunderstood U.S. Industrial Companies

Spruce Point Capital Is An Industry Recognized Research Activist Investment Firm Founded In 2009
• Founded by Ben Axler, a former investment banker with 18 years experience on Wall Street
• Activist Insight recognized Spruce Point Capital Management as the #2 most successful short -selling activist in 2018 (Feb 2019)
• Ranked the #1 Short-Seller by Sumzero after a study of 12,000 analyst recommendations dating to 2008 (March 2015)
• Ranked the #13 Most Influential FinTweeter on Twitter according to Sentieo (Dec 2016)

Past performance is no guarantee of future performance. Short-selling involves a high degree of risk, including the risk of infinite loss potential. Please see Full Legal Disclaimer at the front of the presentation.
* Reported produced by Prescience Point of which Spruce Point’s founder was a contributing author

CECO Environmental 
(Nasdaq: CECE)

LKQ Corp
(Nasdaq: LKQ)

AMTEK
(NYSE: AME)

XPO Logistics
(NYSE: XPO)

Report 2/13/17 1/15/14 (Prescience Point)* 11/14/14 12/13/18

Market Cap $430 million $10.1 billion $12.3 billion $15.1 billion

Company 
Promotion

An effective roll-up acquirer serving the 
environmental, energy, fluid handling and 

filtration industrial segments. Its largest PMFG 
acquisition would be a success and allow for 
rapid deleveraging of its balance sheet, and 

renewed organic growth opportunities

Best of breed recycled auto part distributor 
capable of effecting a roll-up strategy and 
producing consistent double digit revenue 

and EPS growth

Best of breed roll-up in the test and 
measurement equipment space with 
world class EBITDA margins and an 

ability to never miss Wall St estimates 
through any economic cycle

Leading logistics and transportation 
company that operates as a highly 

integrated network of people, 
technology and physical assets. XPO can 

spend up to $8bn for a mega-deal to 
propel its share price to $145

Our Criticism A poorly constructed roll-up, we argued CECO 
was forestalling a goodwill impairment, its

cash flow would fall significantly in 2017, and 
it could come under covenant pressure. CECO 
was misportraying its true leverage, while its 

end markets were contracting. 
We estimated downside risk of 30%-60%

An ineffective roll-up by a management 
team with a history of financial failure 

(Waste Management / Discovery Zone). 
LKQ is caught in a gross margin squeeze 
being masked by relentless acquisitions, 

and aggressive inventory accounting open 
to significant mgmt judgement. Its move to 
Europe is an implicit acknowledgement of 

waning domestic growth

We argued AMETEK was not creating any 
value by delivering zero organic growth 

and that its financial statements showed 
signs of strain with aggressive 

accounting. We believed its premium 
valuation multiple could not be 

sustained as the quality of its 
acquisitions deteriorated

XPO’s financials should be viewed 
cautiously as a result of aggressive 

accounting assumptions, from a CEO 
known for aggressive roll-up strategies. 
The Board is not best suited to oversee 
the strategy, and the stock is a Wall St. 

darling poised to disappoint as its fragile 
financial condition becomes evident

Successful 
Outcome

CECO took a goodwill charge in Q4’16 as 
predicted, and changed its presentation of its 
financial leverage in its investors presentation
- implicitly acknowledging our criticism. Q2’17
results were significantly below expectations, 

it admitted continuing challenges in its end 
markets, and its YTD operating cash flow has 

evaporated. CECO’s shares were downgraded, 
and shares fell >40%  

Gross margins have declined from over 
47% to 39%. The Company’s successive 
acquisition in Europe and domestically 

have failed to boost its share price. LKQ’s 
multiples have contracted significantly. Its 
CFO was replaced (Feb 2015) and its CEO 

recently stepped down (March 2017)

By early 2016, AMETEK began guiding 
down sales and earnings expectations 
for multiple quarters. Its CEO and CFO

abruptly retired. Its share price fell 
nearly 20% from our initial report date

XPO cut its guidance and missed financial 
targets. Its COO was terminated after 

XPO lost a substantial customer, believed 
to be Amazon. XPO’s mega-deal never 
happened, and instead it tempered its 
growth strategy by turning to levered 

share repurchases

https://www.activistinsight.com/resources/reports/
http://www.businessinsider.com/ten-best-short-sellers-on-sumzero-2016-3
https://sentieo.com/blog/are-you-tracking-2016s-most-influential-fintweeters/
http://www.sprucepointcap.com/ceco-environmental-corp/
http://www.sprucepointcap.com/lkq-corp/
http://www.sprucepointcap.com/ametek-inc/
https://www.sprucepointcap.com/xpo-logistics-inc/
https://www.cecoenviro.com/press-releases/ceco-environmental-corp.-reports-fourth-quarter-2016-results
https://finance.yahoo.com/news/ceco-misses-street-2q-forecasts-112841938.html
https://globenewswire.com/news-release/2015/02/26/710172/10122072/en/LKQ-Announces-Executive-Management-Changes.html
https://www.sec.gov/Archives/edgar/data/1065696/000106569617000012/lkq8-k.htm
http://www.ametek.com/pressreleases/news/2016/may/ametekannouncesexecutive
http://www.ametek.com/pressreleases/news/2016/january/ametek-chief-financial-officer-robert-r-mandos-jr-to-retire
https://www.sec.gov/Archives/edgar/data/1166003/000119312518347421/d664043d8k.htm
https://www.sec.gov/Archives/edgar/data/1166003/000116600319000023/form8k31119.htm
https://www.reuters.com/article/us-xpo-logistics-amazon-com/xpo-logistics-top-customer-pulls-back-amazon-suspected-idUSKCN1Q425V
https://www.bloomberg.com/news/articles/2019-02-19/xpo-s-billionaire-dealmaker-hits-m-a-brakes-turns-to-buybacks
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Spruce Point Estimates 30% – 50% Downside Risk 
At Mettler-Toledo (NYSE: MTD)

Spruce Point has significant concerns about Mettler-Toledo (NYSE: MTD), an analytical equipment provider to industrial, lab, and retail industries. 
Since CEO Olivier Filliol took over in 2008, Mettler’s ability to never miss quarterly Wall St earnings estimates raises doubts about the quality of 

its financial statements. Run by secretive management in Switzerland, and with key U.S.-based financial, tax, and audit managers all having 
worked at current auditor PwC, we worry that adequate, independent questioning of its financial results are lacking. Prior allegations of financial 

misreporting 15yrs ago may hold weight in light of our fresh look at the allegations and broader information available today. We find strong 
evidence of aggressive financial, tax and accounting policies used to bolster earnings, notably outlandish share repurchases that are being 
conducted at 36x P/E, which rewards management with cash bonuses for buying stock. Our diligence into Mettler’s China business shows 

evidence of significant profit overstatement, and cash running through shell entities and an empty office. We call for an independent committee 
to evaluate our findings.  We see 30% - 50% ($410-$574/sh) downside once investors dissect EPS quality and realize MTD’s valuation is extreme.

A High Precision 
Company That Never 
Misses Numbers, Or 

Worse, Highly 
Manipulates Financial 

Results?

Past Allegations Made 
15 Years Ago May 

Have Merit With The 
Benefit of a Fresh 

Investigation

Mettler has exceeded sell-side quarterly EPS targets 100% of the time since 2008, and by no coincidence, management has always met 
100% of its annual cash bonus targets. This is a miraculous achievement given our belief it has a ruthless culture that fires business 
managers quickly that don’t hit numbers:
 No backlog and short order business with significant industrial market exposure: Yet, Mettler is immune from cyclicality
 Able to navigate through every emerging market/trade crisis unscathed despite large China exposure (18% of sales & 30% of production) 
 Acquisition folly: Mettler has generally avoided acquisitions, but we find evidence that its past two deals in 2016/2017 that it spent $200m+ to 

acquire have not performed to plan and/or have financial reporting anomalies 
 Able to navigate black swan currency events: EUR/CHF and USD/CHF are two of its biggest FX exposures. In 2015, during the unexpected 

Swiss Franc revaluation, causing a 20%+ move, Mettler claimed only a modest guidance revision, and that it had miraculously timed an 
increase to 90% of its EUR/CHF hedge. Yet, it rapidly borrowed money and its audit director abruptly resigned thereafter

 Never exposed to commodities: Mettler never mentions commodities as a component of its business in any SEC filing or conference call, 
however, we have evidence that commodities such as steel are an actively managed input cost

 No material customer concentrations: Mettler claims no customer is >1%, however, we believe it may be exposed to Pitney Bowes, a 
significant customer based on import trade records, who is facing increasing bankruptcy risk and a disruption headwind is not priced in

Investors forgot that in 2004, Mettler delayed its 10-Q and commenced an audit committee investigation: 
 An employee made an allegation that later revealed questions about Mettler’s information systems, inventory write-downs and reserves, and 

the operating of internal controls. In essence, key practices affecting financial reporting quality
 While claiming no need for financial restatement, Mettler stated further “the Audit Committee and the Board have determined that it would be 

in the best interests of the Company to make changes in the leadership for the oversight and control of its financial operations to correct the 
"tone at the top" and ensure it is consistent with the Board's commitment to maintaining strong corporate governance. The Company will 
enhance the accounting organization, both by adding personnel to that function and by increasing training for all members of the organization.” 
Many of the same managers are still at Mettler (notably CEO Filliol) from the time of this investigation

Oddly Organized 
Company That Doesn’t 

Seem To Match 
Customer Footprint

Top management resides in Switzerland, and is known for being secretive: 
 The Head of North America is based in France, managing a key Mettler business from the other side of the Atlantic 
 The CFO, Treasurer, Head of Internal Audit, and Head of Global Tax all reside in the U.S.
 China is a material part of its business, yet its Head of Asia is in Singapore, and no Chinese manager is part of the executive team
 Mettler’s website is organized around products, industries, and four distinct geographies. However, its financial reporting does not reflect its 

go-to market strategy to customers. Mettler does not disclose sales by industry end market, instead reporting sales by laboratory, industrial, 
and retail without providing margins in these categories. Instead, Mettler points to geographic margins, and uses enormous intercompany 
eliminations and sales that complicate the analysis of underlying segment performance 
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Spruce Point Estimates 30% – 50% Downside Risk

Relationship Too Close 
With PwC, An Auditor 
Slapped With Dozens 

of Lawsuits For Failing 
To Catch Fraud

 PwC has financially settled many high profile cases charging it with failure to detect fraud, including the largest settlement in 
U.S. history related to the collapse of Colonial Bank

 Every Mettler CFO since coming public in 1998 has worked at PwC
 Mettler’s Head of Internal Audit is a 14yr PwC veteran, and its Head of Global Tax also worked at PwC
 Mettler has no named Chief Accounting Officer/Controller signing the 10-K per securities law requirements
 In India, where PwC audited Satyam, the biggest corporate fraud in India’s history, auditors can be detained and face jail time 

for facilitating fraud. We find that PwC resigned as Mettler’s auditor in 2016. Upon appointment of Deloitte, it issued a “material 
weakness” and “qualified opinion” related to unbilled revenues and accruals assessments of provisioning for various asset 
balances”. This sounds eerily familiar to the employee allegations made in 2004. 

CEO With A Potentially 
Misrepresented Bio 

Undermines 
Confidence

 A close look at a subtle change in his biography reveals he may have overstated his work experience at Bain & Co. 
 His biography claims he ran the Process Analytics Division from 1999-2007. However this is contradicted by old proxy 

statements and his original employment agreement and title appointment that dates to 2001
 Various company sources suggest he ran the Analytics Division, was Head of Marketing, Sales, Service, and ran the China 

business too all at the same time, a major concern we will detail further. With a CEO in charge of so many aspects of the 
business, we worry that Mettler does not have the appropriate separation of duties in place. This concern is mirrored by the fact 
that long time CFO William Donnelly was in charge of Investor Relations, Finance, Supply Chain Management, Information 
Technology, and the Blue Ocean Program all at the same time 

 Employee allegation of financial misconduct came weeks after Filliol was promoted to Head of Marketing, Sales, & Service
 We estimate Filliol has extracted $257m from Mettler (salary, bonus, stock sales) and controls another $270m of stock post the 

implementation of aggressive financial, accounting and tax policies, notably diverting billions of cash flow to buybacks while 
always hitting cash-incentive based Adjusted EPS targets that don’t adjust for excessive stock repurchases 

Evidence of Massive 
Cost Capitalization of 
Software And A 12yr 
ERP Implementation 

Dubbed “Blue Ocean”

 Around the time CEO Filliol took charge in 2007, Mettler embarked on its “Blue Ocean Program” described as “a new global 
operating model, with standardized, automated and integrated processes, with high levels of global data transparency.”

 12yrs later, Mettler claims the program has another 15-20% to completion. Mettler stopped disclosing direct costs related to the
program in 2012, and has made $133m of total restructuring payments since 2009 (recognizing them every single year)

 When we asked former employees about Blue Ocean, each snickered, and all agreed it is overly ambitious and dragged on far 
longer than planned. Recent Glassdoor reviews show that outdated technology is still a consistent and recurring theme  

 We believe it may be serving as massive bucket to capitalize significant R&D costs, while delaying earnings recognition:
• Mettler has an anomalous high capex to sales ratio, and a relatively low R&D to sales and per employee metrics
• It changed its software amortization policy: 3-5yrs to 3-10yrs post 2007 (Amort of capitalized dev. costs inc. from 5 to 10yrs)
• Based on current annual amortization of capitalized software expense, we estimate Mettler amortizes costs upwards of 13yrs
• We estimate Mettler has capitalized an average of $50m of software per year

 History shows ERP troubles can result in admission of material financial weakness. Bio-Rad (BIO) serves as a case study for 
the challenges of implementing an ERP. It started its ERP in 2010, and admitted implementation challenges that ultimately 
resulted in the admission of material weaknesses of internal controls. Bio-Rad completed its ERP in 7 years.
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Spruce Point Estimates 30% – 50% Downside Risk

Underappreciated 
Tax Risks

• From our experience, it is more common to see companies fudge financial data - sales and EBITDA - than employee data. We 
observe that Mettler’s EBITDA margins are slightly above the average of its industry peers. However, its revenue and EBITDA per 
employee is the worst among peers. This is atypical among the data observed, where companies with above average margins 
tend to have above average sales and EBITDA per employee results, while those with below average margins exhibit below 
average per employee metrics. Most of Mettler’s lab products are <$10k, though claimed to be premium and market-leading

• Mettler’s spending per R&D employee (R&D headcount is flat for three years) is suspiciously low relative to peers and its capex 
margin is high. This suggests that Mettler is capitalizing significant software costs through capex, and underinvesting in product 
development. Its spend of ~$108k per R&D employee is so low that we wonder how it can recruit and retain talent

• Mettler’s median employee salary is the lowest in its industry and nearly 50% below the average of its aspirational peers. The 
reality is that Mettler is mostly a manufacturer and assembler of low-priced instrumentation products

• If Mettler is inflating profits, it may be no surprise it tries to inflate free cash flow (FCF). In 2018, the SEC questioned its non-
standard FCF presentation. However, the extent of the adjustments we find troubling and show the lengths that management will
go toward portraying itself in a favorable light. We estimate cumulative FCF inflation of $347m since 2002 

• Inventory turnover was suspiciously dropped as a management cash incentive target in 2015 before it declined. While facing 
numerous currency and emerging market headwinds in 2015, Mettler’s gross margins still miraculously increased

• In the footnotes disclosing contractual purchase obligations, it reveals its next-twelve months commitments to buy materials, 
supplies, services and fixed assets. For the peers we investigated, the ratio of purchase commitments to inventory has generally
risen in the past 10 years. We find it suspicious that Mettler’s ratio has consistently fallen. This strongly suggests that it is sitting 
on significant inventory it cannot sell 

• Mettler has reported only one inventory charge since coming public 1997. Even during the financial crisis of 2007-2009, it claimed 
restructuring costs were “primarily related to severance costs” with no mention of any charges for obsolete inventory. According to 
Mettler, it has 130,000 sellable products. Has it never discontinued or written down a single product line?

• Mettler does not report inventory reserves at the parent level, however, at the foreign subsidiary level we find disclosures that 
suggest inventory provisions from 7.7% - 27.9% of stated value. This is a significant reserve provision based on industry peer 
disclosures of 3 - 4%. We believe Mettler avoids $11 - $17m ($0.35 - $0.53) of charges related to inventory

• Working capital strain is evident by examining days sales and inventory outstanding (DSO). We find that the sum of the two is at a 
cycle high. We have concerns that in April 2018, it tapped into pension funds for loans to subsidiaries. Mettler should provide more 
detail as to the purpose of the transaction, which pensions were involved, and to what subsidiary was loaned money? 

Numerous Signs of 
Aggressive 

Accounting and 
Financial Policies 

To Embellish 
Margins; 

Focus on Inventory 
Where The 

Cockroaches 
Are Often Hidden

• Mettler has a complicated structure with holding companies in Luxembourg, Barbados, and the Netherlands, each notorious 
havens for aggressive tax strategies. After Q3’17, it stopped claiming China and Switzerland as lower-taxed foreign sources

• We find that only 6.4% of Mettler’s US revenues translate into taxable earnings. This is despite 32% of total company revenues 
coming from the United States. This is highly aggressive relative to peers 

• Mettler has obscured the extent of its tax restructuring from U.S. investors that enable earnings growth. For example, in 2018 
we found it shifted nearly $750m of equity in another subsidiary to Luxembourg, a locale where it doesn’t produce a statutory
audit. Mettler’s entire book value at 12/31/18 was $590m, so the financial transaction appears highly material  
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Spruce Point Estimates 30% – 50% Downside Risk

Absurd Capital 
Priorities Towards 
Raising Leverage 

And Repurchasing 
Stock At Inflated 
Multiples Enable 

Management 
Enrichment

• Mettler has largely eschewed a balanced M&A program and greater R&D spend in favor of share buybacks. We estimate since 2008,
it has deployed 83% of operating cash flow to stock repurchases, a percentage far in excess of its analytical instrument peers

• Part of management’s annual cash bonus is tied to “Adjusted EPS”, which ironically doesn’t adjust for it artificially increasing EPS with 
repurchases at ever increasing multiples. The repurchase strategy is experiencing diminishing returns

• Insiders have been handsomely rewarded for this financial strategy while rank and file employees miss out:
 Former CEO / Chairman Sporrey filed an 8-K with his intention to sell 34% of his holdings in Feb 2019 after the company signaled

it would increase leverage for even more repurchases
 Like CEO Filliol, Chairman Sporrey (Director since 1998) has been blessed with $300m+ of Mettler stock by approving aggressive 

policies that divert capital away from internal investment and towards repurchases. Spruce Point believes it’s time for him to resign 
and an independent committee be appointed to investigate the all of our concerns

 All insiders own a multi-year low of just 3.5% of the company giving them diminishing alignment with shareholders
 Mettler as a whole is a non-equity culture, which only rewards executive and business unit managers with stock. Stock-

compensation per employee is a pathetic $1,200 – again the lowest among its peer group
• Rank and file employees aren’t paying up to own Mettler either. A review of the employee directed retirement savings plan, which has 

a Mettler Stock Fund for share ownership, shows no net purchases of Mettler stock by employees in 8 years
• Now trading at 37x book value, 7x, 26x, and 36x 2019E sales, EBITDA, and P/E, Mettler is the most expensive stock among its peer

group, and will face significant comp challenges and headwinds from slower growth being signaled in Lab spending and in China
• Six analysts are a “Hold” and two are “Underweight”, and two are “Sell”. With the average analyst price target at $705, there’s an 

implied 14% downside on valuation alone
• However, we believe investors will re-calibrate Mettler’s true EPS once they re-think the past allegations of financial issues raised by 

a former employee, proof of a qualified audit opinion in India, and reassess the probability and risk of financial restatement
• Our 2019E Adj EPS is approximately 11% - 20% lower than consensus of $22.70 by normalizing Mettler’s results for aggressive 

accounting policies, and a more negative view on China. Mettler is also more levered than it appears at closer to 2x Net Debt / 
EBITDA vs 1.3x as a result of unfunded pension obligations, and significant illiquid cash restricted in China. Applying industry peer 
multiples to reflect Mettler’s opaque and complicated structure, we can justify 30% – 50% downside risk 

Even Greater 
Concerns In 

China After We 
Sent Our 

Investigator

• Mettler was an early mover in China, and set up sales and manufacturing in Shanghai and Chongzhou. China is 18% of total sales 
• We observe significant anomalies in Mettler’s consolidated SEC results on China, including: 1) Multiple reclassifications to inflate 

segment margins, 2) PP&E that hasn’t grown much with Capex 2x Depreciation, Total Assets up 144% since 2015 while sales are 
only up 30%, and a rising and significant portion of cash trapped there. Mettler’s CFO claims that China profitability is above the 
corporate average, despite below company average service revenues, and estimated 60%+ reliance on third-party distribution 

• We sent our investigators to China to see what we could learn. Mettler has a complex structure of 10 entities, but there are three 
entities that account for a substantial portion of financial activity. When investigators visited Mettler’s two registered addresses in 
Shanghai accounting for >$700m of sales, they found an empty office in a building, and another gated building with no signs of 
Mettler. When asked, people on site had never heard of Mettler. This raises the possibility Mettler is engaging in a tax dodge scheme

• Mettler’s total assets in China per its tax filings are lower than reported in SEC filings. The Chinese fillings of the 10 subsidiaries 
record $564m in assets vs $1.2bn in SEC filings. We estimate inflated asset values could be a hallmark of inflated profits of $50m/yr

• $242m of capital has been injected into a Hong Kong shell entity since 2016. This could potentially be used to cover inflated profits

Trading 14% 
Above Analyst 
Price Targets = 

Terrible 
Risk / Reward
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Spruce Point’s Forensic Analysis Delivers A Very 
Different Picture Of Mettler Toledo

• Dominant leadership position 
across products/markets globally

• Ability to drive growth through 
continued price increases and 
operational improvements

• Recession-resistant business
• Experienced and conservative 

management team with 
unapparelled execution

• Extremely consistent financial 
results, and will produce 3.5% -
5.5% sales and 12% EPS growth 
indefinitely 

• Always hits both its own targets 
and Wall St. estimates

• Ability to weather various 
unexpected macro shocks

• Significant multiple premium to 
peers for consistent performance

• Management endorses stock 
through buyback

• Zero “Buy” recommendations 
and a stock price 14% above 
analyst’s price target, but not a 
reason to say strong sell….

• Strong leadership position across 
products/markets globally

• Entrenched CEO/Chairman 
pursuing self-enrichment 
strategies

• Poorly organized business with 
more than a decade of consistent 
restructuring charges

• 50% of sales to Industrial markets
• Future weakness signaled in 

China by competitors and our 
proprietary survey (18% of sales / 
30% of production)

Fundamental Business

• Potentially overstated financial 
results in China

• Massive 12yr cost capitalization 
program tied to “Blue Ocean”

• Failing to take inventory charges 
with big reserves at int’l subs

• Significant undisclosed tax 
maneuvers in dodgy locations

• Excessive capital used for 
buyback to shrink share count

• Now using capital for real estate 
purchases late cycle

• Diminishing operational and 
accounting levers to pull for margin 
expansion

Financial Engineering

• 100% record of earnings beats 
improbable, and always linked to 
100% payouts to mgmt bonus

• Financial metrics that are 
counterintuitive and/or detached 
from peers

• Reports margins by geography 
and not by segment 

• Obscured recent performance of 
M&A targets, which appear to 
have been disappointing deals

• SEC has already questioned 
Mettler about aggressive FCF 
presentation and should broaden 
the scope of its questioning 

Financial Performance (Black Box)

• Multiple should be reduced to 
below peers given poor reporting, 
aggressive accounting and 
governance. Investors paying a 
premium for no excess growth 

• Earnings should be adjusted down 
up to 20%, suggesting 30%-50% 
downside risk

• Management’s accelerated selling 
and lack of ownership reinforces 
the time is “now” to sell

• Share buyback should be 
discontinued at current valuation 
and an independent investigation 
commenced immediately 

Stock Price (Strong Sell)

Recent “Qualified Opinion” in India 
(2016) + Whistleblower (2004)

Incestual Relationship Between 
Mettler Control Function & PWC

Fundamental Business Financial Performance Stock Price (Hold)

Market Consensus View

Spruce Point Forensic View
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Beware of Mettler’s Unusual And Secretive 
Swiss Structure

CEO: Olivier Filliol
Head of Lab: Peter Aggersbjerg
Head of Process Analytics: Gerry Keller
Head of Industrial: Michael Heidingsfelder
Head of Product Inspection: Simon Kirk
Head of Supply Chain and IT: Oliver Wittorf
Head of HR: Christian Magloth

CFO: Shawn Vadala
Treasurer: Mary Finnegan
Head of Internal Audit: Kristine Mays  
Head of Global Tax: Brad Roark

2018 Swiss Operations Results (% of Total)
Sales To External Customers: $134 (5%)
Segment Profit: $202 (24%)
Segment Profit Margin: (151%)
Segment Assets: $1,374 (24%)
Swiss Employees: N/A

2018 U.S. Operations Results (% of Total)
Sales To External Customers: $1,008 (34%)
Segment Profit: $162 (19%)
Segment Profit Margin: (16%)
Segment Assets: $2,113 (35%)
North/South America Employees: 4,700

1. Figures are pre-intersegment eliminations
Other countries account for $550m of sales (19%), $78m segment profit (11% of total and 14% margin)

* Contino was Audit Chair since 2006 who just retired in 2018 
Maerki and Harvey term ended May 9, 2019

Head of Europe and North America: 
Marc de La Guéronnière (based in France)

2018 Western Europe Results (% of Total)
Sales To External Customers: $718 (24%)
Segment Profit: $123 (17%)
Segment Profit Margin: (17%)
Segment Assets: $983 (16%)
Europe Employees: 6,000 (38%)

Head of Asia/Pacific Market Organizations: 
Richard Wong (based in Singapore)

2018 China Operations Results (% of Total)
Sales To External Customers: $525 (24%)
Segment Profit: $271 (32%)
Segment Profit Margin: (52%)
Segment Assets: $1,237 (20%)
Asia Employees: 5,300 (33%)

Chairman: Richard Spoerry (23)
CEO: Olivier Folliol (10)
Hans Ulrich Maerki (17)*
Marco Gadola (Audit) (<1yr)

Elisha Finney (Audit) (2)
Francis Contino (Audit)(14)*
Mike Kelley (Audit) (11)
Thomas Salice (Audit) (23)
Constance Harvey (4)*

Richard Francis (German) (3)

Wah-Hui Chu (China) (12)

Key Management Board (Yrs of Service) Geographic Contribution (1) Concern

Swiss controlled 
company, known for 

secrecy.
Limited Swiss 
external sales, 

abnormal segment 
profit. Entrenched 

CEO/Chairman 

CFO, Treasurer, Audit 
Head reside in the U.S. 
where the majority of 

the audit members 
have resided. All prior 

CFOs (and others) 
came from 

auditor PwC

North American head 
resides in Europe

Abnormally high margins 
in China and 

irreconcilable assets. 
“Asia” head resides in 

Singapore. No member of 
the exec team is Chinese. 

No physical  Shanghai 
office that matches China 

tax filings 
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Extreme Caution: Past Allegations of 
Improprieties At Mettler

Source: Q1’2004 10-Q/A

Source: 8-K

In 2004, MTD delayed its 10-Q citing unspecified “allegations” from an employee. This allegation came weeks after current CEO 
Olivier Filliol was promoted to Head of Sales, Service, and Marketing. Months later Mettler elaborated that an investigation into 

its information systems, inventory write-downs, and reserves affecting financial reporting were conducted. While claiming no 
need for financial restatement, Mettler stated further “the Audit Committee and the Board have determined that it would be in 
the best interests of the Company to make changes in the leadership for the oversight and control of its financial operations to

correct the "tone at the top" and ensure it is consistent with the Board's commitment to maintaining strong corporate 
governance. The Company will enhance the accounting organization, both by adding personnel to that function and by 

increasing training for all members of the organization.”
Warning: Many of the same people in key management are still at Mettler today!

https://www.sec.gov/Archives/edgar/data/1037646/000103764604000004/f10qa0304.htm
https://www.sec.gov/Archives/edgar/data/1037646/000089534504000571/tpex99_1.txt
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Holy Toledo: Mettler Hasn’t Missed 
Consensus Earnings Estimates Since 2008

Since CEO Filliol took over in 2008, Mettler has done the improbable. Our concerns about Mettler’s financial reporting and 
accounting are heightened by the fact it has never reported an earnings disappointment in 44 quarters since 2008. With 
significant exposure to global industrial end markets (notably China), we believe it is highly unlikely that results reflect 

consistent, perfect execution, but rather reflect aggressive accounting and financial practices that aid performance. 

Adj EPS Revenues
# of Qtr. 

Disappoint 
(Miss)

# of Qtr. 
Surprise (Beat)

% 
Surprise

% 
Disappoint

# of Qtr. 
Disappoint 

(Miss)

# of Qtr. 
Surprise (Beat)

% 
Surprise

% 
Disappoint

Mettler-Toledo (MTD) 0 44 100% 0% 7 37 84% 16%

Thermo Fischer (TMO) 3 41 93% 7% 8 36 82% 18%

Ametek (AME)  (1) 4 40 91% 9% 17 27 61% 39%

Keysight (KEYS) (2) 2 16 89% 11% 1 17 94% 6%

PerkinElmer (PKI) 5 39 89% 11% 16 28 64% 36%

Agilent (A) 9 35 80% 20% 18 26 59% 41%

Bruker (BRKR) 9 35 80% 20% 10 34 77% 23%

Varian Medical (VAR) 11 33 75% 25% 17 27 61% 39%

Waters Corp (WAT) 10 34 77% 23% 10 34 77% 23%

Bio-Rad (BIO) 16 28 64% 36% 17 27 61% 39%

Source: Bloomberg SURP function. A meet of expectations counted as a miss
1) Spruce Point’s Ametek report in 2014 (see slide 15) warned of similar improbable results that never disappointed analysts. Ametek subsequently started reporting multiple 

guidance revisions lower, and its CEO and CFO resigned
2) While KEYS has the highest % of revenue beats, it was a newly formed company in 2014, and has the fewest data observations

https://www.sprucepointcap.com/ametek-inc/
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No Matter What, Mettler Hits Numbers…

If you believe Mettler, it is able to navigate rapidly changing business cycles with limited backlog, unexpected currency 
revaluations, commodities, disappointing acquisitions, and trade wars without ever missing quarterly earnings. 

$ in mm Concern Observation of Mettler Response

Industrial Exposure 41% of revenues in the Industrial segment
Mettler has said it is diversifying its business mix away from 
Industrial to more lab. 20% of revenues historically are from 

service that insulates results from cycles

No backlog / short-order cycle Limited visibility: customer orders coming with 
1-2 month lead time Diversified customer base with no customer >1%

Emerging Market Volatility
18% of sales to China, and exposure to other volatile markets 

like Turkey, Russia, Brazil which were heavily 
pressured in 2015

Mettler has restated China segment results multiple times, each 
time boosting segment margin. In 2015, China segment assets 

dramatically declined without impairment charges

Unexpected Currency Revaluations
In 2015, the Swiss National Bank unexpectedly revalued the 
EUR/CHF which caused a 20%+ move. EUR/CHF is Mettler’s 

largest currency exposure

Mettler claimed it had deftly increased its hedge exposure from 
75% to 90% before the event, but said nothing on US$/CHF

China Tariffs / Trade War For 2019, Mettler expects a gross negative impact of tariffs of 
~$25m on an annual basis (2% of COGS)

Mettler expects to be able to negate much of the impact of tariffs 
through price increases and some internal supply chain adjustment

Acquisitions

Mettler hasn’t been incredibly acquisitive but in 2017 it 
acquired Biotix for $105m. Initial contingent consideration 

liability was $30.7m. Mettler has obscured its financial 
contribution post acquisition, and then took a one-time 

$18.5m gain “associated with the settlement of the Biotix 
acquisition” We believe this amounts to a write-down of the 
deal, and our forensic analysis suggests a 22% loss of Biotix 

revenue. We also find irreconcilable results based on 
conflicting disclosures of the Troemner acquisition in 2016

Mettler has talked down acquisitions, and deployed significantly 
more capital to share repurchases

Commodities
Commodities are among the most volatile of costs to 

manufacturers such as Mettler. We find evidence that it has 
programs to manage commodity costs from steel

Mettler does not discuss commodity costs as a risk factor in its SEC 
filings, or ever comment on the impact to COGS
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Evidence Points To Looming Slowdown 

Beyond more aggressive accounting and tax measures observed in Mettler’s financials, there is tangible evidence 
of a significant deceleration of financial performance coming. 

This is irreconcilable to the fact that its share valuation is at an all-time high. 

Source Evidence

Chairman Spoerry
Feb 2019 Signaled his intention to sell nearly 34% of his holdings 

CFO At Conference
May 2019

“But I think there's maybe two points to mention. One is comparisons. You know we get into some much more difficult 
comparisons especially in a multi-year stack basis, I mean if you start to think about multi-year stacks Q2, Q3 they get 

a little bit more difficult and then even just a one year stack you know the fourth quarter of last year we grew 
organically by 8%, that's going to be a more difficult comparison for us”

Shipping Data
Current

Based on global shipping import records from Mettler’s locations in China, Switzerland, Germany, Hong Kong and 
other locations, we find evidence of a substantial slowdown in 2019 

Sartorius
Guidance Cut 

7/19/2019

“For the Lab Products & Services Division, Sartorius now anticipates that due to the softer economic environment, the 
lower range of the division's sales forecast of about 5% to 9% will be reached. The division's underlying EBITDA margin 
is expected to be just below 20% (previous guidance: slightly above 20%), with the operating increase accounting for 

about half a percentage point”

Field Surveys In China and 
Commentary from 

competitors Keli Sensing

A limited survey of distributors in the industrial equipment and lab equipment market suggests a low double digit 
decline in revenues for 2019. Local competitor’s IPO prospectus signals large Q2 slow down

Stress Observed At 
Pitney Bowes

Public shipping records show that Mettler imports the most shipments on behalf of Pitney Bowes, second only to 
Mettler itself. Pitney Bowes’s financial performance was down sharply in Q1’19, and its share price is near a 3 decade 

low, signaling possible financial distress for a junk credit levered nearly 4x. 

https://www.sartorius.com/en/company/newsroom/corporate-news/291052-291052
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C, 3rd Floor, No. 456 Fu Te North Road, 
Free Trade Zone, Shanghai, China

This is the highest revenue Mettler-
Toledo company in China with 38%, or  

$464m in revenue, and it has an incorrect 
address. Our investigators visited the 3rd

floor and found one abandoned company 
and one in operation, but no evidence of 
Mettler-Toledo. Investigators spoke with 
three building security staff and no one 

had heard of the company. Its subsidiary, 
China Mettler-Toledo (Changzhou) 

Measurement Technology Ltd, that has 
20% of China revenue, also does not 

exist at its registered location

SAIC Record: 
China Mettler-Toledo International 

Trading (Shanghai) Co., Ltd.

Meet Mettler-Toledo International Trading in Shanghai, which has a demonstrably incorrect address with an empty office. 

Northern tower, 3rd Floor
Netzsch Instruments

Southern tower, 3rd Floor
China Auto Consumer Network 
Office, Locked and Abandoned. 

Mettler’s Largest China Entity By Revenue 
Has An Incorrect Address
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Here’s our theory on what is happening:

Connection Between Hong Kong Capital 
And China Profits

$ in mm

2017 2018

China Tax Filings US SEC 
Filings Variance China Tax Filings U.S. SEC Filings Variance

Cash Reported $85 $101 $16 $126 $145 $19

Fixed Assets $48 $92 $44 $52 $88 $35

Total Assets $620 $1,069 $449 $565 $1,237 $672

Source: SEC and China Tax Filings

• Through a Chinese attorney our investigators obtained the recent tax fillings for Mettler’s 10 China subsidiaries 
• Total cash is $19m (13%) less in China than in SEC fillings
• Fixed assets is $35m (40%) less in China than in SEC fillings
• Total assets are $672m (54%) less in China than in SEC fillings
• We cannot entirely reconcile sales and find evidence to suggest potential margin overstatement of $50m. 
• We observe that Mettler’s China business came under severe stress in 2015, thus there is the potential for cumulative 

profit overstatement in the range of $200m (2015-18)
• The amount of capital transferred to the shell entity Mettler-Toledo (Hong Kong) Ltd is also in the same range at $242m
• By Mettler moving money into Hong Kong, it could potentially enable Mettler to pass an Audit by showing the cash
• It would appear the flow of funds between Switzerland and Hong Kong is temporary, and not permanent, as we estimate it 

would have had to raise more external capital
• Note: Mettler does not disclose interest income in its consolidated results, making it difficult to sanity check returns on 

cash. The last time it disclosed interest income was in 1998, right before current auditor PwC took control(1)

1. 1998 10-K, p. Note 14: “Interest income for the year ended December 31, 1995,  for the period January 1, 1996 to October 14, 1996, for the period  October 15, 1996 to 
December 31, 1996 and for the year ended December  31, 1997 was  $(5,388), $(3,424), $(1,079)  and  $(1,832), respectively”

https://www.sec.gov/Archives/edgar/data/1037646/0000895345-98-000141.txt
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Software Capitalization Exploding

We estimate $661m of costs have been capitalized in software since 2007, yet only $217m has gone through the 
income statement as amortization. 

$ in mm 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Ending Software 
In PP&E $4.3 $20.5 $47.6 $89.5 $129.7 $179.9 $247.0 $302.7 $327.8 $353.6 $372.1 $436.2 $471.0 

Amortization of 
capitalized software $7.0 $7.2 $5.9 $7.0 $8.6 $10.8 $13.9 $18.6 $22.4 $24.4 $27.5 $31.0 $33.0 

Implied Amortization 
In Years (2) 3.5 4.9 8.0 10.1 11.1 11.5 12.3 12.9 12.4 11.7 12.2

Beginning Software $3.8 $4.3 $20.5 $47.6 $89.5 $129.7 $179.9 $247.0 $302.7 $327.8 $353.6 $372.1 $436.2 

(+) Additions (3) -- $23.4 $33.0 $48.9 $48.8 $61.0 $81.0 $74.2 $47.5 $50.2 $46.0 $95.2 $67.7 

(-) Amortization ($7.0) ($7.2) ($5.9) ($7.0) ($8.6) ($10.8) ($13.9) ($18.6) ($22.4) ($24.4) ($27.5) ($31.0) ($33.0)

=Ending Software (4) $4.3 $20.5 $47.6 $89.5 $129.7 $179.9 $247.0 $302.7 $327.8 $353.6 $372.1 $436.2 $471.0 

Disclosed 
Blue Ocean Capex $5.0 $16.2 $35.1 $30.6 $55.7 $47.9 STOPPED DISCLOSING

% Complete 33.3% 33.3% 50.0% 50.0% 66.7% 66.7% 75.0% 80.0%
Corporate Capex $4.1 $9.3 $27.8 $43.3 $33.7 $58.7 $58.2 $49.8 $47.5 $43.7 $36.8 $44.4 $75.2

1) Panorama Consulting Study 2018
2) We take the two year average beginning software divided by the year’s amortization of capitalized software expense
3) 2007 includes $16.1m reclassified from other non-current assets (10-K, F-7). Additions are implied mathematically from the beginning, ending, and annual amortization disclosures
4) Assumes no write-offs or impairments which have never been disclosed and are reviewed annually

According to a recent study on ERP projects(1)

• Average implementation time is 16.9 – 17.4 months vs 144 months at MTD
• On average organizations spend 3.6% of annual revenues on the project. From 2007-2012, MTD spent 9.5% of average annual revenues

CFO / Blue Ocean 
Head Donnelly Leaves

Blue Ocean
Starts

https://www.panorama-consulting.com/five-surprising-takeaways-from-the-2018-erp-software-report/
https://www.sec.gov/Archives/edgar/data/1037646/000095015209001389/l35224ae10vk.htm
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Mettler’s Hidden Inventory Reserves

Mettler does not report inventory reserves at the parent level to U.S. investors, however, at the international 
subsidiary level we find disclosures that suggest inventory provisions from 7.7% - 27.9% of stated value. 

This is a significant reserve provision based on industry peer disclosures of 3% - 4%. 

Mettler-Toledo SAS (France) 27.9%

Mettler-Toledo Safeline X-Ray Ltd (UK) 9.6% Mettler-Toledo Ltd (Australia)  9.6%

Mettler-Toledo (S) PTE Ltd (Singapore)  7.7%

Note: % provision based on gross inventory
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Spruce Point Estimates 30% – 50% Downside

Valuation Low Price High Price Note

Revenue Multiple
FY 2019E Sales
Total Enterprise Value
Less: Existing Debt
Less: Inc. Debt For 2019 Buyback
Less: Unfunded Pension
Plus: Cash and Equivalents
Equity Value
2019E Dil. Shares
Price Target

% Downside

4.5x
$3,009

$13,500
($1,225)
($200)
($134)
$126

$12,068
24.9

$485/sh
-41%

5.5x
$3,039

$16,716
($1,225)
($200)
($134)
$126

$15,283
24.9

$614/sh
-25%

Investors expect 3.5% and 5.4% sales growth in 2019 and 
2020, but this is no faster than industry peers. 

Furthermore, we believe analysts are not accurately 
forecasting a sales decline in China, which we model at 

$30m on the low end of our range. 

Mettler trades at a lofty revenue multiple premium, 
despite above average exposure to industrial and retail 
which is slower growing and less attractive. The average 
industry multiple is closer to 4.3x, with global blue chip 

benchmark Thermo Fisher at 5.3x. This informs our 
multiple range of 4.5x – 5.5x

Our valuation accounts for Mettler’s incremental debt 
assumed for share repurchases by yr end 2019

P/E Multiple
Street 2019 Adj. EPS Consensus
Less: Recurring restructuring exp.
Less: Delayed Amortization
Less: China Slowdown
Less: Inventory Charges
Less: Capitalized Costs
Less: Potential China Profit Overst.
Spruce Pt Adjusted EPS
Price Target

% Downside

24x
$22.70
($0.20)
($0.25)
($0.28)
($0.53)
($1.69)
($1.57)
$18.09
$434
-47%

28x
$22.70
($0.30)
($0.31)

--
($0.35)
($1.52)

--
$20.31
$569
-31%

Mettler trades at 36x 2019E P/E for what amounts to 
highly engineered earnings with multiple risks from 

complicated and aggressive tax structuring, and 
capitalization accounting choices. Mettler has booked an 

average of $0.30c per year in on-going restructuring 
charges that it asks investors to ignore, but we give them 

no credit for. Mettler’s implied capitalized software 
amortization period is 12yrs, and we adjust it for 5ys. In a 

worst case scenario, if Mettler’s China profits were 
overstated by $50m that would take our low-end EPS 

estimate to $18.09 per share 

$ in millions, except per share amounts

We believe the Street has failed to critically assess the quality and performance of Mettler’s China business, and takes 
management’s Adj. EPS as given, without stress testing its accounting choices that are geared towards high capitalization 

of development costs, endless restructuring, and long periods of amortization in excess of industry norms.  

Note: Downside Based on $820 share



Evidence To Suggest Improbable 
Financial Results Blessed By A 
Troubled Auditor With Close Ties To 
Management
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Extreme Caution: Past Allegations of 
Improprieties At Mettler

Source: Q1’2004 10-Q/A

Source: 8-K

In 2004, MTD delayed its 10-Q citing unspecified “allegations” from an employee. This allegation came weeks after current CEO 
Olivier Filliol was promoted to Head of Sales, Service, and Marketing. Months later Mettler elaborated that an investigation into 

its information systems, inventory write-downs, and reserves affecting financial reporting were conducted. While claiming no 
need for financial restatement, Mettler stated further “the Audit Committee and the Board have determined that it would be in 
the best interests of the Company to make changes in the leadership for the oversight and control of its financial operations to

correct the "tone at the top" and ensure it is consistent with the Board's commitment to maintaining strong corporate 
governance. The Company will enhance the accounting organization, both by adding personnel to that function and by 

increasing training for all members of the organization.”
Warning: Many of the same people in key management are still at Mettler today!

https://www.sec.gov/Archives/edgar/data/1037646/000103764604000004/f10qa0304.htm
https://www.sec.gov/Archives/edgar/data/1037646/000089534504000571/tpex99_1.txt
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Holy Toledo: Mettler Hasn’t Missed 
Consensus Earnings Estimates Since 2008

Since CEO Filliol took over in 2008, Mettler has done the improbable. Our concerns about Mettler’s financial reporting and 
accounting are heightened by the fact it has never reported an earnings disappointment in 44 quarters since 2008. With 
significant exposure to global industrial end markets (notably China), we believe it is highly unlikely that results reflect 

consistent, perfect execution, but rather reflect aggressive accounting and financial practices that aid performance. 

Adj EPS Revenues
# of Qtr. 

Disappoint 
(Miss)

# of Qtr. 
Surprise (Beat)

% 
Surprise

% 
Disappoint

# of Qtr. 
Disappoint 

(Miss)

# of Qtr. 
Surprise (Beat)

% 
Surprise

% 
Disappoint

Mettler-Toledo (MTD) 0 44 100% 0% 7 37 84% 16%

Thermo Fischer (TMO) 3 41 93% 7% 8 36 82% 18%

Ametek (AME)  (1) 4 40 91% 9% 17 27 61% 39%

Keysight (KEYS) (2) 2 16 89% 11% 1 17 94% 6%

PerkinElmer (PKI) 5 39 89% 11% 16 28 64% 36%

Agilent (A) 9 35 80% 20% 18 26 59% 41%

Bruker (BRKR) 9 35 80% 20% 10 34 77% 23%

Varian Medical (VAR) 11 33 75% 25% 17 27 61% 39%

Waters Corp (WAT) 10 34 77% 23% 10 34 77% 23%

Bio-Rad (BIO) 16 28 64% 36% 17 27 61% 39%

Source: Bloomberg SURP function. A meet of expectations counted as a miss
1) Spruce Point’s Ametek report in 2014 (see slide 15) warned of similar improbable results that never disappointed analysts. Ametek subsequently started reporting multiple 

guidance revisions lower, and its CEO and CFO resigned
2) While KEYS has the highest % of revenue beats, it was a newly formed company in 2014, and has the fewest data observations

https://www.sprucepointcap.com/ametek-inc/
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No Matter What, Mettler Hits Numbers…

If you believe Mettler, it is able to navigate rapidly changing business cycles with limited backlog, unexpected currency 
revaluations, commodities, disappointing acquisitions, and trade wars without ever missing quarterly earnings. 

$ in mm Concern Observation of Mettler Response

Industrial Exposure 41% of revenues in the Industrial segment
Mettler has said it is diversifying its business mix away from 
Industrial to more lab. 20% of revenues historically are from 

service that insulates results from cycles

No backlog / short-order cycle Limited visibility: customer orders coming with 
1-2 month lead time Diversified customer base with no customer >1%

Emerging Market Volatility
18% of sales to China, and exposure to other volatile markets 

like Turkey, Russia, Brazil which were heavily 
pressured in 2015

Mettler has restated China segment results multiple times, each 
time boosting segment margin. In 2015, China segment assets 

dramatically declined without impairment charges

Unexpected Currency Revaluations
In 2015, the Swiss National Bank unexpectedly revalued the 
EUR/CHF which caused a 20%+ move. EUR/CHF is Mettler’s 

largest currency exposure

Mettler claimed it had deftly increased its hedge exposure from 
75% to 90% before the event, but said nothing on US$/CHF

China Tariffs / Trade War For 2019, Mettler expects a gross negative impact of tariffs of 
~$25m on an annual basis (2% of COGS)

Mettler expects to be able to negate much of the impact of tariffs 
through price increases and some internal supply chain adjustment

Acquisitions

Mettler hasn’t been incredibly acquisitive but in 2017 it 
acquired Biotix for $105m. Initial contingent consideration 

liability was $30.7m. Mettler has obscured its financial 
contribution post acquisition, and then took a one-time 

$18.5m gain “associated with the settlement of the Biotix 
acquisition” We believe this amounts to a write-down of the 
deal, and our forensic analysis suggests a 22% loss of Biotix 

revenue. We also find irreconcilable results based on 
conflicting disclosures of the Troemner acquisition in 2016

Mettler has talked down acquisitions, and deployed significantly 
more capital to share repurchases

Commodities
Commodities are among the most volatile of costs to 

manufacturers such as Mettler. We find evidence that it has 
programs to manage commodity costs from steel

Mettler does not discuss commodity costs as a risk factor in its SEC 
filings, or ever comment on the impact to COGS
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Filliol And Management Always Hit 
Annual Cash Incentive Bonus Targets….

Convenient that management regularly hits 100% or more of its annual target cash inventive bonus every single year 
consistently while it inconsistently defines its free cash flow! Even worse, Mettler shows investors one version of Free Cash 

Flow in earnings press releases, while paying management on a different definition. 

Year Average Target Achievement 
Across Metrics

Low % of Base Salary
Incentive Payment

High % of Base 
Salary Incentive Definition of “Net Cash Flow” As One of The Criteria (1,2)

2018 101.0% 33% 66% “

2017 114.5% 87% 137% “

2016 110.0% 80% 113%

Represents cash flow from operations before tax payments and 
voluntary pension payments less capital expenditures, restructuring 
payments, and excess tax benefits from share-based payment 
arrangements. Excludes deviations for facility expansion and 
acquisition capital expenditures versus target.

2015 104.0% 46% 73% “

2014 108.2% 73% 101% “

2013 99.2% 28% 67%

Represents cash flow from operations before tax payments and 
voluntary pension payments less capital expenditures, restructuring 
payments, and excess tax benefits from share-based payment 
arrangements.

2012 103.0% 32% 81% Represents cash flow from operations before tax payments and 
voluntary pension payments less capital expenditures.

2011 112.0% 80% 120% Represents cash flow from operations before tax payments less capital 
expenditures.

2010 121.0% 113% 155% Represents cash flow from operations less capital expenditures, tax 
payments and restructuring payments 

Source: MTD Proxy Statements
1) MTD shows investors in its press release an entirely different view that “Adjusted Free Cash Flow” Is CFO + restructuring payments + Proceeds From Assets Sales – Capex
2) Other metrics used for the bonus are “Adjusted Non-GAAP EPS” and Group Sales. Pre-2014, it also included LTM Inventory Turnover.

The plan provides that targets for 100% achievement should be challenging and ambitious, but also realistic and attainable such that it is possible to achieve and exceed them. 
The impact of over- or under-achieving targets on the annual incentive can be significant. The company and Board of Directors therefore approach the target setting process with 

care and consideration. We believe targets are set consistently with the philosophy of the POBS Plus plan that they be challenging and ambitious. In the last five years the 
average target achievement for named executive officers was 107%“  Source: Proxy st

https://www.sec.gov/Archives/edgar/data/1037646/000103764619000017/ex-991mtd8xkq12019.htm
https://www.sec.gov/Archives/edgar/data/1037646/000117494719000373/c516044-def14a.htm
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CEO Is Highly Incentivized

CEO Olivier Filliol took the helm on Jan 2008. It’s precisely this time we observe more aggressive tactics to inflate earnings 
through accounting changes and misallocation of capital to buybacks. It’s made him a wealthy man implementing aggressive 

buybacks and poor financial practices. We estimate he has extracted $257m and controls another $268m of stock.

Year Filliol Base Pay Cash Bonus Other Comp Stock Sales Shares Controlled
(inc. options)(1)

Yr End 
Stock Price CEO Stock Value

2019 N/A N/A N/A $69,919,140 329,932 $820  (current) $283,711,826 

2018 $857,827 $567,024 $282,390 -- 329,932 $566 $186,602,941 

2017 $857,827 $1,174,366 $227,339 $35,818,694 362,724 $620 $224,714,772 

2016 $857,827 $968,830 ($733,362) $25,664,710 355,691 $419 $148,878,025

2015 $917,715 $665,802 $1,515,228 $39,345,038 401,503 $339 $136,161,712

2014 $917,715 $930,471 ($589,861) $26,052,945 434,767 $302 $131,499,627

2013 $917,715 $429,949 $501,814 $23,241,940 663,229 $243 $160,892,723

2012 $941,399 $473,053 ($25,826) $8,151,450 512,841 $193 $99,132,165

2011 $941,399 $1,132,033 $181,844 $4,941,938 397,411 $148 $58,697,605

2010 $941,399 $1,457,851 $110,416 $4,106,443 382,979 $151 $57,910,255

2009 $759,249 $263,459 ($6,007) -- 337,598 $105 $35,444,414

2008 $690,226 $664,343 $44,091 -- 267,771 $67 $18,047,765 

Total $9,600,298 $8,727,181 $1,508,066 $237,242,299 -- -- --

1) Includes direct and indirect stock, which are shares subject to options that can be exercised in 60 days
Source: Proxy statements and Bloomberg stock sales. 
Note: CEO’s pay and bonus changes due to recalculation from Swiss Francs every year in the proxy
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MTD’s Incestuous Relationship With PwC

Mettler CFO Dates Biography

William P. Donnelly 1997-2002

William P. Donnelly has been Vice President, Chief Financial Officer and Assistant Secretary of the Company since April 
1, 1997. From 1993 until joining the Company,  he held various senior financial and management positions, including 
most recently Group Vice President and Chief Financial Officer, with Elsag Bailey Process Automation, a global  
manufacturer of instrumentation and analytical products, and developer of distributed control systems.  Prior to 1993, 
Mr. Donnelly was  associated  with  the  international  accounting  firm  of  Price Waterhouse.

Dennis W. Braun 2002-2004

Chief Financial Officer of the Company since July 2002. From 1986 until joining the Company, he held various positions 
within the public accounting firm PricewaterhouseCoopers LLP, except for a period between 1996 and 1997 when he 
obtained his M.B.A. degree from Harvard Business School. From 1999 to March 2002, Mr. Braun was a partner in 
PricewaterhouseCoopers' Audit & Business Advisory Services practice.

2004 Employee Allegation of Financial Improprieties

William P. Donnelly Aug 2004 – 2013

Has been Chief Financial Officer of the Company from August 2004. From July 2002 to August 2004, he was Head of 
Product Inspection and the Company’s liquid handling business, and he was Chief Financial Officer of the Company 
from 1997 to July 2002. Mr. Donnelly is responsible for Investor Relations, Finance, Supply Chain Management, 
Information Technology and the Company’s Blue Ocean Program.

Shawn P. Vadala 2014 - Present

Joined the Company in 1997 and has been Chief Financial Officer since January 2014, and also responsible for the 
Company's Pricing program since 2008. Mr. Vadala previously held various senior financial positions at the Company's 
Columbus, Ohio and Greifensee, Switzerland offices and was also responsible for Business Intelligence from 2010 to 
2018. Prior to joining the Company, he worked in the Boston and Zurich, Switzerland offices of 
PricewaterhouseCoopers

Mary T. Finnegan 1998 – Present Treasurer and Investor Relations

Kristine Mays Oct 2018 – Present Head of Internal audit worked at PwC for 13.5 years 

Brad Roark Dec 2011 – Present Head of Global Tax / VP of Taxes. Worked at PwC London, Oct 1994 – Feb 1999

Charlotte Steenlant Jan 2016 – Present Head of Finance and Control, PwC Senior Auditor, Sept 2002-2006

Every CFO in MTD’s public history has worked at its auditor PwC. PwC has been its auditor since 1999 when KPMG 
was replaced. In addition, MTD has had the same Treasurer since 1998 and its current Head of Internal Audit worked at PwC for

over 13 years. Best practices dictate rotation of employees in key financial positions. Investors should be extremely concerned by 
the closeness of management with the auditor. When PwC took control, we note Mettler stopped disclosing interest income, 

making it difficult for investors to sanity check cash management. 

https://www.sec.gov/Archives/edgar/data/1037646/0000895345-98-000141.txt
https://www.sec.gov/Archives/edgar/data/1037646/000089534503000148/tp10k.txt
https://www.sec.gov/Archives/edgar/data/1037646/000095015205001513/l12157ae10vk.htm
https://www.sec.gov/Archives/edgar/data/1037646/000103764617000004/mtd_10kx12312016.htm
https://www.bloomberg.com/profile/person/15139686
https://www.linkedin.com/in/kristinereidy/
https://www.linkedin.com/in/brad-roark-75aa5113/
https://www.linkedin.com/in/charlotte-steenlant-bb800a3/
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In PwC’s Audit We Trust?

Mettler’s auditor PwC has been associated with numerous corporate collapses, and while never admitting fault, has 
settled numerous lawsuits and claims its audits were problematic. 

Company Date Settlement $m Note

Colonial Bank 2019 $335.00
The Federal Deposit Insurance Corp. reached a $335 million settlement with 
PricewaterhouseCoopers LLP related to its audits of Colonial Bank, a financial institution 
that failed in 2009. This is the largest ever judgement against a US audit firm in history

Tyco International 2007 $225.0 To settle claims that it failed to spot a massive accounting fraud while working as the 
conglomerate’s auditor

AIG 2008 $97.5 To settle a class-action securities fraud lawsuit against the insurance giant and others

Petrobras 2018 $50.0
The Brazilian accounting unit of PricewaterhouseCoopers LLP reached a $50 million 
settlement of pension fund investor claims that auditors ignored red flags in a broad 
kickback and fraud scandal involving the state-run energy giant Petrobras

Satyam (Enron of India) 2011 $33.0 The SEC accused PwC of “failing to comply with some of the most elementary auditing 
standards and procedures”

Homestore.com 2005 $17.5

CalSTRS filed suit Nov. 15, 2002, against Homestore.com, several of its officers and 
PricewaterhouseCoopers accusing the company and other defendants of falsifying 
financial statements and engaging in accounting irregularities to meet Wall Street 
expectations

MF Global 2017 Undisclosed PriceWaterhouseCoopers settled a potential $3 billion lawsuit by the administrator of 
bankrupt MF Global mid-trial

Company Note

SwissAir Group Aggressive airline expansion led to heavy losses and bankruptcy. KPMG as a new auditor came in and found that 
Swissair Group had incorrectly accounted for items ranging from airplane leases to pension assets

Valeant Pharmaceuticals The Canadian-American company delayed filings and ousted the CEO after undisclosed related party dealings 
emerged

BT Italy The PwC Italy partner led the team responsible for auditing BT Italy’s accounts during the period in question and 
has been accused by Italian prosecutors of falsifying the audit.

PwC 
Settled 
Cases

Other 
Notable 

PwC 
Clients

https://www.wsj.com/articles/pricewaterhousecoopers-settles-with-fdic-over-failed-bank-audits-11552673898
https://www.ft.com/content/90c2350e-2c0f-11dc-b498-000b5df10621
https://www.reuters.com/article/us-aig-ohio/pwc-reaches-settlement-with-ohio-in-aig-case-idUSTRE4928XR20081003
https://news.bloomberglaw.com/class-action/pwc-brazil-agrees-to-pay-50m-in-3b-petrobras-fraud-case
https://www.reuters.com/article/pricewaterhousecoopers-satyam-settlement/pwc-in-25-5-mln-settlement-over-satyam-audit-idUSN0218972520110502
https://www.businesswire.com/news/home/20050630005585/en/CORRECTING-REPLACING-Settlement-PricewaterhouseCoopers-Reached-Homestore.Com-Class
https://www.forbes.com/sites/danielfisher/2017/03/23/pwc-settles-with-mf-global-leaving-question-of-auditor-liability-for-another-case/#5db46ba91900
https://www.institutionalinvestor.com/article/b15135clx5qycp/who-lost-swissair
https://www.marketwatch.com/story/could-valeants-auditor-resign-chances-are-slim-but-not-none-2016-03-24
https://economia.icaew.com/news/february-2019/pwc-italy-partner-named-in-bt-criminal-investigation
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PwC Resigned As MTD’s Auditor In India 
Where It Could Face Jail Time

MTD has been audited since 1999 by PwC. In the U.S., it is very rare for an auditor to go to jail for malpractice. Even in some of the 
U.S.’s biggest frauds (Madoff, Enron, Worldcom) no auditor went to jail. However, in other countries the standards are different. 

Following the collapse of Satyam, the largest fraud in India audited by PwC, there have been calls for auditors to go to jail for 
malpractice. Satyam’s two audit partners were detained.(1) MTD investors should take note that PwC expressed its desire to be 

dismissed as auditor, and following the appointment of Deloitte, a qualified opinion was issued w/ material weakness.

“The Institute of Chartered Accountants of India (ICAI) has recommended strict 
penal action, including imprisonment, for auditors who are found associated 
with serious accounting frauds. It also wants the Ministry of Corporate Affairs to 
frame a code of conduct for financial analysts and investment bankers for better 
scrutiny of firms that may indulge in such illegal affairs. The recommendations are 
part of ICAI’s final report on Satyam scam and the role of Satyam's former 
statutory auditors from global auditing firm PriceWaterhouseCoopers. The 
report, finalised by ICAI’s highest decision-making council a few days ago, would be 
submitted to the ministry this week.”

In India:  ICAI seeks jail in audit fraud cases (Jan 2013)

PwC India “Unwilling” To Audit MTD India (2013)

Deloitte Issues Qualified Opinion / Identifies “Material Weaknesses”

Company Auditor / Partner Prison/ Jail 
Time?

Madoff Securities David Friehling /  
Friehling & Horowitz Nope

Enron David Duncan / Arthur 
Andersen Nope

Worldcom Melvin Dick / 
Arthur Andersen Nope

Waste 
Management

Robert Allgyer and 
others / 

Arthur Andersen
Nope

In America, No Jail For Horrific Audits…

1) 2 Auditors Held In India Fault System, NY Times, May 2009

https://www.business-standard.com/article/economy-policy/icai-seeks-jail-in-audit-fraud-cases-110051700015_1.html
https://www.nytimes.com/2015/05/29/business/dealbook/madoff-accountant-avoids-prison-term.html
https://www.baltimoresun.com/news/bs-xpm-2005-11-24-0511240277-story.html
https://www.latimes.com/archives/la-xpm-2008-apr-15-fi-wrap15.S4-story.html
https://www.chicagotribune.com/news/obituaries/ct-robert-allgyer-obit-20170821-story.html
https://www.nytimes.com/2009/05/29/business/global/29prison.html


A Closer Look Into Financial Results
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Mettler’s Long-Time CFO:
How Much Can One Man Handle?

William Donnelly was Mettler’s CFO from 1997 – 2002 and 2004 – 2015 and a former PwC accountant. He was brought 
back into the CFO role in 2004 to “improve” the finance and accounting function after allegations were raised by an 

anonymous employee.  According to his biography, Donnelly had wide ranging responsibility including Investor 
Relations, Finance, Supply China Management, Information Technology, and the Blue Ocean Program (and at times 

signed the 10-K as Principal Accounting Officer).  Spruce Point is concerned that his overarching roles did not 
provide adequate separation of duties. Per his employment agreement, his transition out of the Company started in 

November 2016 and was finalized in 2018. (1,2)

1. Donnelly employment agreement, Nov 3, 2016
2. He left Nov 2018 per the Q3’18 conference call

William P. Donnelly joined the Company in 1997 and has been Executive Vice President 
since January 2014. He previously served as Chief Financial Officer of the Company since 
1997, except for a two-year period when he ran the Company’s Product Inspection and 
Pipette businesses. Mr. Donnelly is responsible for Investor Relations, Finance, Supply Chain 
Management, Information Technology, and the Company’s Blue Ocean Program.

https://www.sec.gov/Archives/edgar/data/1037646/000103764616000068/exhibit101amendmenttoemplo.htm
https://www.fool.com/earnings/call-transcripts/2018/11/08/mettler-toledo-international-inc-mtd-q3-2018-earni.aspx
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No Accounting Officer Signing the 10-K

It’s worrisome that Mettler has not named a Principal Accounting Officer or Controller, who must sign the 10-K per SEC 
requirements, since 2017. This coincides with increased insider selling and more desperate accounting changes that 

boosted financial results, along with PwC resigning as auditor in India, and Deloitte issuing a qualified opinion.(1) 

1. SEC 10-K requirements

https://www.sec.gov/files/form10-k.pdf
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Undisclosed Qualified Audit Opinion And 
Material Weakness

PWC is Mettler’s global auditor. In 2012/13, PwC India “expressed their unwillingness to continue as the statutory 
auditor of the Company”. PWC repeatedly noted concerns that Mettler did not have an internal audit system. The new 

auditor Deloitte would later issue a “qualified opinion” and revealed a material weakness of financial controls over 
financial reporting in 2016. 
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Managerial Structure Disconnected From 
Financial Reporting Structure

Management titles are not organized around financial reporting by geographic segments (US, Swiss, Western Europe and 
China) or product segments (laboratory, industrial and retail). Mettler hasn’t had a retail head since the departure of Hans-
Peter von Arb in 2012. No executive of China (18% of sales) is represented on the executive management team. Mettler has 

Head of Process Analytics and Product Inspection, yet reports no financial or operating metrics in these areas. 

Executive 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Oliver Filliol CEO CEO CEO CEO CEO CEO CEO CEO CEO CEO

Peter Aggersbjerg Head of Lab Head of Lab

Thomas Caratsch Head of Lab Head of Lab Head of Lab Head of Lab Head of Lab Head of Lab Head of Lab Head of Lab

Marc de La  Guéronnière
Head of 

European 
Markets

Head of 
European 
Markets

Head of 
European 
Markets

Head of 
European 
Markets

Head of Europe 
and NA Market

Head of Europe 
and NA Market

Head of Europe 
and NA Market

Head of Europe 
and  NA Market

Head of Europe 
and NA Market

Michael Heidingsfelder Head of 
Industrial

Head of 
Industrial

Head of 
Industrial

Head of 
Industrial

Head of 
Industrial

Head of 
Industrial

Head of 
Industrial

Urs Widmer Head of 
Industrial

Head of 
Industrial

Head of 
Industrial

Hans-Peter von Arb Head of 
Retail

Head of 
Retail

Head of
Retail ??

Gerhard Keller Head of Process 
Analytics

Waldemar Rauch Head of Process 
Analytics

Head of Process 
Analytics

Head of Process 
Analytics

Head of Process 
Analytics

Head of Process 
Analytics

Head of Process 
Analytics

Head of Process 
Analytics

Simon Kirk Head of Product 
Inspection

Head of Product 
Inspection

Head of Product 
Inspection

Head of Product 
Inspection

Head of Product 
Inspection

Head of Product 
Inspection

Head of Product 
Inspection

Joakim Weidemanis
Head of 
Product 

Inspection

Head of 
Product 

Inspection

Peter Bürker Head of HR

Christian Magloth Head of HR Head of HR Head of HR Head of HR Head of HR Head of HR Head of HR Head of HR Head of HR

Source: MTD 10-K Annual Reports.
Note: Managerial changes marked in orange
Note: Excludes CFO and Mark Donnelly who has multiple roles
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Financial Reporting Not Aligned 
With Go-To-Market Strategy

Our concerns about the dysfunction of Mettler can be seen by the disparity of its customer facing website and its 
financial reporting. 

Source: MT.com

MTD’s website is clearly organized around products, 
industries, and four distinct geographies. However, its 

financial reporting does not reflect its go-to market 
strategy to customers.

MTD does not disclose sales by industry end market, 
instead broadly reporting sales in three product 

categories (lab, industrial, and retail) without providing 
details of margins in these three categories.

In addition, segment reporting is centered on US, 
Swiss, Western Europe, and Chinese operations. 

Yet, the customer focus is oriented towards Americas, 
Europe, Middle East & Africa, and Asia & Pacific  
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Low Priced, High Margin Products?

How difficult is it to manufacture a scale and a pipette, and more importantly, how much margin are there in these
low-priced products? 

Source: MT.comSource: MT.com

“Our laboratory business represents approximately 50% of our sales. These are mostly everyday personal instruments 
sold at price points often less than $10,000 directly to chemists, scientists and technicians in R&D and quality labs.”

CFO JPM 
Conference
Jan 2019

https://www.mt.com/us/en/home/products/Laboratory_Weighing_Solutions/Precision_Balances/Standard/ME-T_Precision/ME4001TE.html?SE=GOOGLE-Shopping&cmp=sea_09540127&Campaign=MT_LAB_EN_US_Shopping&Adgroup=LAB%20products&bookedkeyword=&matchtype=&adtext=284146334844&placement=&network=g&kclid=_k_CjwKCAjwmNzoBRBOEiwAr2V27dspDBeebgWQr91B8P4Zy_Ils0TI-VRKj5xGqteTwxIHifgQXucavBoCUaAQAvD_BwE_k_&gclid=CjwKCAjwmNzoBRBOEiwAr2V27dspDBeebgWQr91B8P4Zy_Ils0TI-VRKj5xGqteTwxIHifgQXucavBoCUaAQAvD_BwE
https://www.mt.com/us/en/home/products/Laboratory_Weighing_Solutions/Precision_Balances/Standard/ME-T_Precision/ME4001TE.html?SE=GOOGLE-Shopping&cmp=sea_09540127&Campaign=MT_LAB_EN_US_Shopping&Adgroup=LAB%20products&bookedkeyword=&matchtype=&adtext=284146334844&placement=&network=g&kclid=_k_CjwKCAjwmNzoBRBOEiwAr2V27dspDBeebgWQr91B8P4Zy_Ils0TI-VRKj5xGqteTwxIHifgQXucavBoCUaAQAvD_BwE_k_&gclid=CjwKCAjwmNzoBRBOEiwAr2V27dspDBeebgWQr91B8P4Zy_Ils0TI-VRKj5xGqteTwxIHifgQXucavBoCUaAQAvD_BwE
https://www.shoprainin.com/Products/Pipettes-and-Tips/Pipettes/Single-Channel-Manual-Pipettes/Pipet-Lite-XLS-LTS/Pipet-Lite-LTS-Pipette-L-200XLS%2B/p/17014391?country_check=hLzcNHvWcx&cmp=unassigned&SE=GOOGLE&Campaign=ShopRainin_Shopping&Adgroup=&bookedkeyword=&matchtype=&adtext=292760590013&placement=&network=g&kclid=_k_CjwKCAjwmNzoBRBOEiwAr2V27fjb9kGYtfl0t5nRqEjuRYt8zgAHebfJ55PIfQ372L6sSpniLmuIXBoCGiwQAvD_BwE_k_&gclid=CjwKCAjwmNzoBRBOEiwAr2V27fjb9kGYtfl0t5nRqEjuRYt8zgAHebfJ55PIfQ372L6sSpniLmuIXBoCGiwQAvD_BwE
https://www.mt.com/us/en/home/products/Laboratory_Weighing_Solutions/Precision_Balances/Standard/ME-T_Precision/ME4001TE.html?SE=GOOGLE-Shopping&cmp=sea_09540127&Campaign=MT_LAB_EN_US_Shopping&Adgroup=LAB%20products&bookedkeyword=&matchtype=&adtext=284146334844&placement=&network=g&kclid=_k_CjwKCAjwmNzoBRBOEiwAr2V27dspDBeebgWQr91B8P4Zy_Ils0TI-VRKj5xGqteTwxIHifgQXucavBoCUaAQAvD_BwE_k_&gclid=CjwKCAjwmNzoBRBOEiwAr2V27dspDBeebgWQr91B8P4Zy_Ils0TI-VRKj5xGqteTwxIHifgQXucavBoCUaAQAvD_BwE
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Concerns of Potential
EBITDA Overstatement

From our experience, it is more common to see companies fudge financial data such as sales, and more easily EBITDA which is 
subject to significant accounting discretion, than employee data. We observe that Mettler’s EBITDA margins are slightly above the 
average of its lab and analytical instrument peers. However, its revenue and EBITDA per employee is the worst among peers. This 
is atypical among the data observed, where companies with above average margins tend to have above average sales and EBITDA 

per employee results, while those with below average margins exhibit below average per employee metrics. 
We believe this suggest a high likelihood that Mettler’s EBITDA margins are overstated and cannot be relied upon. 

EBITDA Margin

2016 2017 2018
Intuitive Surg. 38.8% 37.8% 36.7%
Waters 33.7% 34.6% 35.1%
Roper Tech 34.7% 34.7% 34.8%
Hologic 36.7% 32.1% 32.1%
RedMed 28.7% 27.8% 29.1%
Eppendorf 25.7% 26.7% NA
Agilent 24.2% 25.3% 26.9%
Idex Corp 25.2% 25.7% 26.7%
Satorius 24.9% 25.8% 26.4%
Ametek 26.0% 25.8% 26.3%
Mettler-Toledo 24.2% 25.2% 26.2%
Thermo Fisher 25.0% 24.8% 24.3%
Fortive 22.9% 22.9% 23.9%
PerkinElmer 21.7% 26.2% 23.2%
Rockwell 21.4% 20.1% 22.0%
Varian 20.8% 17.6% 19.7%
Keysight 19.9% 16.0% 19.4%
Xylem 17.7% 18.3% 18.7%
Bruker 16.8% 17.8% 18.7%
Bio-Rad 16.0% 15.4% 17.1%
Shimadzu 13.6% 14.2% 14.3%
Average 24.7% 24.5% 25.1%

Source: Bloomberg and Company financials
Note: Average includes all workers  1) Excludes temporary works. 

Sales / Employee

2016 2017 2018
Intuitive Surg. $720,213 $706,166 $673,819 
Hologic $531,164 $490,743 $514,699 
Varian $332,526 $396,864 $417,014 
ResMed $350,229 $344,450 $393,973 
Thermo Fisher $332,255 $298,829 $347,971 
Idex Corp $295,194 $319,143 $337,826 
Waters $314,116 $329,871 $333,964 
Roper Tech $267,743 $323,651 $332,535 
Xylem $235,688 $290,556 $306,294 
Agilent $323,040 $311,259 $302,162 
Keysight $284,466 $253,095 $300,620 
Rockwell Auto $261,311 $286,877 $289,826 
Shimadzu $274,816 $284,297 $278,210 
Bio-Rad $250,691 $265,055 $277,167 
Bruker $268,550 $284,823 $275,924 
Fortive $282,923 $221,388 $268,863 
Ametek $244,592 $254,450 $266,258 
Eppendorf $243,049 $259,909 NA
Satorius $208,248 $211,545 $227,655 
Perkin Elmer $264,525 $205,245 $222,304 
Mettler-Toledo (1) $190,023 $197,471 $206,732 
Mettler-Toledo $176,641 $197,471 $183,475 
Average $307,715 $310,201 $327,528 

EBITDA / Employee

2016 2017 2018
Intuitive Surg. $279,467 $267,169 $247,404 
Hologic $194,881 $157,484 $165,291 
Waters $105,754 $114,286 $117,306 
Roper Tech $93,013 $112,405 $115,713 
ResMed $100,610 $95,667 $114,512 
Idex Corp $74,532 $81,987 $90,139 
Thermo Fisher $83,062 $74,214 $84,729 
Varian $69,231 $69,727 $82,000 
Agilent $78,320 $78,741 $81,284 
Eppendorf $63,636 $73,328 NA
Ametek $63,599 $65,775 $70,055 
Fortive $64,873 $50,677 $64,175 
Rockwell Auto $55,920 $57,568 $63,691 
Satorius $51,859 $54,579 $60,185 
Keysight $56,699 $40,397 $58,450 
Xylem $41,813 $53,086 $57,353 
Mettler-Toledo (1) $45,902 $49,710 $54,063 
PerkinElmer $57,275 $53,727 $51,664 
Bruker $45,067 $50,677 $51,514 
Mettler-Toledo $42,669 $49,710 $47,981 
Bio-Rad $40,194 $40,724 $47,470 
Shimadzu $37,422 $40,330 $39,814 
Average $80,948 $79,846 $85,536 
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Consolidated EBITDA Margin Higher Than Lab 
Peers, But Lab Only 50% of MTD’s Business

Recall that slightly greater than 50% of Mettler’s sales are into the Lab segment and that it does not disclose 
margins by product segment. We believe, industrial and retail weighing are slower growing, more competitive, and 
carry lower margins. How does Mettler achieve consolidated EBITDA margins higher than Lab peers, when 50% of 

its business is in lower margin areas?

Source: Company and segment filings
Note: We allocate Shimadzu’s D&A based on its segment revenue as a % of total

18.5% 19.0%

24.1%
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26.3% 26.7%
27.4%
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Satorius Lab
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Shimadzu
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Measuring

Instruments

Thermo Fisher
Analytical

Instruments

Fortive
Professional

Instrumentation

Danaher Life
Sciences

Eppendorf Mettler-Toledo
(Group)

EBITDA Margin

Satorius
Guidance Cut 7/19/2019

“For the Lab Products & Services Division, Sartorius 
now anticipates that due to the softer economic 

environment, the lower range of the division's sales 
forecast of about 5% to 9% will be reached. The 

division's underlying EBITDA margin is expected to 
be just below 20% (previous guidance: slightly 

above 20%), with the operating increase accounting 
for about half a percentage point”

https://www.sartorius.com/en/company/newsroom/corporate-news/291052-291052
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No Longer Giving 3 Yr Historical Sales By 
Segment

Mettler does not report segment profit by Lab, Industrial and Retail. Instead, it only reports by geography….very odd. 
Based on peer operating margins in Lab (18-23%), Mettler’s stated crown jewel, we are hard pressed to see how total 

consolidated margins can be 23% when 49% of its sales come from the more competitive, lower margin, industrial 
and retail segments. Warning: Mettler recently suspended historical disclosure of sales by segment.

Source: 2018 10-K

Source: 2017 10-K

Stopped 
Historical 

Disclosure?
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Data Points Illustrating Low 
Value-Add Company

Mettler-Toledo is not a technology forward, innovative company worthy of its premium and industry leading multiple. 
Public companies are now required to disclose the median pay of employees in the proxy statement. We find that 

MTD’s median employee salary is the lowest in its industry and nearly 50% below the average of its aspirational peers. 
The reality is that MTD is mostly a manufacturer and assembler of low-priced instrumentation products. 

Company Median Employee Salary

Intuitive Surgical $163,552 
Varian $144,511 
Keysight $115,035 
Roper $88,707 
Hologic $87,845 
Bruker $87,097 
Ametek $81,314 
Thermo Fisher $79,275 
Waters $78,872 
Agilent $68,579 
Bio-Rad $66,072 
Idex Corp $63,175 
ResMed $60,725 
Fortive $56,718 
Rockwell $56,192 
PerkinElmer $52,594 
Xylem $49,549 
Mettler-Toledo $42,416 
Average $80,124 

Source: US Company proxy statements, excludes foreign peers

“Approximately 40% of the company’s total workforce is 
located in low cost countries, including in China, India, 

Mexico, South East Asia, and Eastern Europe. Many of these 
employees are involved in assembly and manufacturing 
tasks, particularly in China and Mexico. Almost all of our 
employees in the United States, Canada, and China are 

employed full-time.“  Source: proxy st

https://www.sec.gov/Archives/edgar/data/1037646/000117494719000373/c516044-def14a.htm
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R&D Spend Way Low… Capex Way High?

Mettler’s low R&D expense ratio is inconsistent with its relative high capex spending as a % of sales (especially in 
light of it not adding significant new capacity for expansion). We believe the culprit appears to be an aggressive cost 

capitalization scheme designed to inflate earnings. 

Company 2016 2017 2018

Shimadzu 2.7% 2.6% 2.6%
Ametek 2.9% 3.0% 2.9%
Thermo Fisher 4.1% 4.2% 4.0%
Xylem 4.5% 4.8% 4.8%
Mettler-Toledo 4.8% 4.7% 4.8%
Satorius 4.6% 4.9% 5.0%
Eppendorf 5.1% 5.3% NA
Idex Corp 5.1% 5.2% 5.4%
Rockwell Auto 5.4% 5.5% 5.6%
Waters Corp 5.8% 5.8% 5.9%
Roper Tech 5.2% 6.1% 6.1%
Fortive 6.5% 6.4% 6.4%
ResMed 6.5% 7.0% 6.6%
Hologic 8.2% 7.6% 6.8%
Varian 7.7% 8.0% 8.0%
Bio-Rad 9.9% 11.6% 8.7%
Bruker 9.1% 10.0% 9.8%
Perkin 8.9% 9.4% 10.0%
Agilent 10.2% 10.0% 10.3%
Intuitive Surgical 8.9% 10.5% 11.2%
Keysight 14.6% 15.6% 15.7%
Average 6.7% 7.1% 7.0%
Source: Company financials

Company 2016 2017 2018

Roper Tech 1.1% 1.3% 1.1%
Eppendorf 1.2% 1.2% NA
Varian 3.1% 2.3% 1.6%
Ametek 1.6% 1.7% 1.7%
Fortive 2.1% 1.9% 1.7%
Rockwell Auto 2.0% 2.2% 1.9%
Idex Corp 1.8% 1.9% 2.4%
Bruker 2.3% 2.5% 2.6%
ResMed 3.2% 3.0% 2.7%
Thermo Fisher 2.4% 2.4% 3.1%
Hologic 1.7% 3.5% 3.3%
Perkin Elmer 1.5% 1.7% 3.4%
Keysight 3.1% 2.3% 3.4%
Agilent 2.4% 3.3% 3.9%
Waters 4.4% 3.7% 4.0%
Xylem 3.3% 3.6% 4.6%
Mettler-Toledo 4.9% 4.7% 4.9%
Intuitive Surgical 2.0% 6.1% 5.0%
Shimadzu 3.2% 3.2% 5.3%
Bio-Rad 6.8% 5.2% 5.7%
Average 2.7% 2.9% 3.3%

Capex % of SalesR&D Expense % of Sales

Note: Satorius 15% capex spend excluded due to significant capacity expansion 
Historical capex range around 7% of sales
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R&D Spend Way Low…

Mettler’s spending per R&D employee (which according to the company hasn’t changed in three years), is suspiciously low 
relative to peers. At just above $100k per person, it’s hard to imagine Mettler is recruiting and retaining top engineering 

talent. Based on disclosures, it appears that it is capitalizing significant software costs through capex.

$ in mm R&D Employees R&D Expense R&D Expense / Employee

Company 2016 2017 2018 2016 2017 2018 2016 2017 2018

Intuitive Surgical 466 597 771 $239.6 $328.6 $418.1 $514,163 $550,419 $542,283 

Hologic 759 761 722 $232.1 $232.8 $218.7 $305,797 $305,913 $302,909 

Bio-Rad 875 820 800 $205.7 $250.2 $199.2 $235,095 $305,070 $248,995 

Thermo Fisher NA NA 5,300 $754.0 $887.0 $967.0 NA NA $182,453 

Eppendorf 235 253 NA $39.3 $41.9 NA $167,336 $165,573 NA

Bruker 875 820 800 $147.9 $161.6 $173.4 $157,340 $161,600 $152,775 

Waters Corp 971 1,004 1,011 $125.0 $133.0 $143.0 $128,733 $132,470 $141,444 

Satorius 525 638 682 $65.8 $77.7 $92.4 $125,333 $121,787 $135,484 

Mettler-Toledo 1,300 1,300 1,300 $119.2 $128.3 $141.1 $91,692 $98,692 $108,538 

Average 750 774 1,423 $214.3 $249.0 $294.1 $215,686 $230,190 $226,860 

Source: Company financials
Note: Thermo Fisher R&D disclosed on its website

“Research and development costs primarily consist of salaries, consulting and other costs. The Company expenses these costs as incurred”  p. F-11

“We have devoted an increasing proportion of our research and development budget to software development”  10-K, p.7

Not a single change in the # of R&D employees in 3yrs a red flag

https://jobs.thermofisher.com/page/show/Research-Development
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Mystifying Intersegment Relationships

Spruce Point is concerned by the large line item called “eliminations and corporate” with more than $1.1 billion of revenues 
and 57% of gross assets removed. With so much revenue moving through various entities, and unallocated assets, we wonder 

how much reliance can be placed on accurate financial reporting. Compare Mettler to global competitor 
Thermo Fisher, and we can see just how big Mettler’s sales eliminations are. 

(a) Other includes reporting units in Southeast Asia, Latin America, Eastern Europe, and other countries.
(b) Eliminations and Corporate includes the elimination of inter-segment transactions as well as certain corporate expenses and 
intercompany investments, which are not included in the Company’s operating segments.

Mettler Has Large 
“Eliminations and Corporate”

Thermo Has Almost 8x Sales With Same $1.1bn Sales 
Elimination Comparable To Mettler
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SEC Concerns of Inflated Cash Flow

If Mettler’s is exaggerating and inflating profits, it should be no surprise that it would try to use highly aggressive 
and non-standard ways to portray inflated free cash flow. The SEC has already questioned it, and Mettler agreed to 

put the word “adjusted” before Free Cash Flow. However, the extent of the adjustments we find troubling.  

Your computation of free cash flow differs from the typical calculation, which is cash flows from operating activities 
as presented in the statement of cash flows under GAAP less capital expenditures by excluding restructuring 
payments. Please revise the title of this non-GAAP measure so it is not confused with free cash flow as typically 
calculated. See Question 102.07 of the Compliance and Disclosure Interpretations on Non-GAAP Financial Measures.

We acknowledge the Staff's comment and will refer to "adjusted free cash flow" in future presentations.

Source: SEC Comment Letter, May 2018
MTD 2018 Financial Results

3M 2018 / 2017 FY 2018 / 2017

https://www.sec.gov/Archives/edgar/data/1037646/000103764618000015/filename1.htm
https://www.sec.gov/Archives/edgar/data/1037646/000103764619000007/exhibit991-2019x02x088xk502.htm
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Normalized Free Cash Flow

Mettler has excessive amounts of add-backs to free cash flow. In our view, cumulative FCF has been inflated by $347m with 80% 
of it coming after CEO Filliol took control in 2008.

$ in mm 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 Q1’19 Total

Operating CF $115.4 $117.2 $166.0 $177.1 $191.6 $228.2 $223.1 $232.6 $268.3 $280.9 $327.7 $345.9 $418.9 $426.9 $443.1 $516.3 $565.0 $97.8 $5,143.0 

Excess tax benefit 
share payment (1) $0.0 $0.0 $0.0 $0.0 $11.3 $9.6 $1.6 $2.1 $9.0 $12.6 $9.4 $1.8 $3.6 $12.9 $17.7 $0.0 $0.0 $0.0 $91.7 

Restructuring  
Payments (2) $11.1 $16.8 $4.0 $2.0 $0.0 $0.0 $0.7 $22.2 $11.1 $6.3 $12.6 $18.9 $9.7 $6.6 $8.4 $12.7 $20.8 $3.7 $167.4 

Acq Costs (3) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.9 $1.4 $0.4 $0.0 $2.7 
Transition Tax  
Payment (3) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $4.2 $0.0 $4.2 

Sale of PP&E (3) $2.0 $2.1 $1.8 $1.4 $4.2 $6.3 $13.3 $2.1 $0.4 $2.5 $0.4 $0.2 $0.7 $0.9 $0.4 $12.0 $8.2 $0.1 $59.0 

Purchase of PP&E ($33.2) ($27.2) ($27.9) ($32.5) ($34.3) ($47.5) ($61.0) ($60.0) ($73.9) ($98.5) ($95.6) ($82.3) ($89.4) ($82.5) ($124.0) ($127.4) ($142.7) ($22.4) ($1,262.4)

Refinancing Fees $0.0 ($3.1) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 ($3.1)

Other ($0.2) $0.6 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.4 

MTD’s Adj. FCF $95.2 $106.5 $143.9 $148.0 $172.8 $196.5 $177.7 $199.0 $214.8 $203.8 $254.5 $284.6 $343.5 $364.8 $346.5 $415.0 $455.9 $80.2 $4,202.9 

1. MTD historically added back this deduction from operating cash flow back, despite it having zero total effect on overall cash. An equal and opposite add-back flows through the 
financing section of its cash flow

2. MTD’s cash restructuring charges have been occurring annually for more than 17 years and cannot simply be ignored
3. These are generally viewed as non-standard add-backs 
4. In 2017, MTD adopted ASU 2016-09 pertaining to excess tax benefits associated with stock option exercises. This allowed it to make deductions that lowered its tax rate by 2% 

according to MTD’s estimate. 

$ in mm 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 Q1’19 Total

Operating CF $115.4 $117.2 $166.0 $177.1 $191.6 $228.2 $223.1 $232.6 $268.3 $280.9 $327.7 $345.9 $418.9 $426.9 $443.1 $516.3 $565.0 $97.8 $5,143.0 

Tax Adjustment (4) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 ($11.5) ($13.8) N/A ($25.3)

Purchase of PP&E ($33.2) ($27.2) ($27.9) ($32.5) ($34.3) ($47.5) ($61.0) ($60.0) ($73.9) ($98.5) ($95.6) ($82.3) ($89.4) ($82.5) ($124.0) ($127.4) ($142.7) ($22.4) ($1,262.4)

SP Adj. FCF $82.3 $90.1 $138.1 $144.6 $157.2 $180.7 $162.1 $172.6 $194.3 $182.4 $232.1 $263.6 $329.5 $344.4 $319.1 $377.4 $408.4 $76.4 $3,855.3 

Spruce Point Adj Free Cash Flow

Mettler Adj Free Cash Flow



45

Various Tactics To Boost Key Metrics

$ in mm 2016-2018 2017 2016 – 18 2018 2018 2018 Q1 2019

Tactic

2016: $37 million 
purchase of 

previously leased 
pipette 

manufacturing facility 
(Oakland) 

2018: $6m purchase 
of property in Mass

Changed the manner 
in which it accounts 

for the excess tax 
benefits from stock 

option exercises

MTD has accelerated the 
shift to more temporary 

employees

Reclassified a net pension 
benefit of $6.2 million, $4.0 
million, $9.8 million, $12.7 

million, and $15.0 million into 
other charges (income) from 

other income statement 
categories for the years ended 

December 31, 2014-18

In 2018, two of MTD’s non-U.S. 
pension plans issued loans 

totaling $39.6m (Swiss franc 
38m) to a wholly owned 

subsidiary of the Company. 
The loans have the same terms 

and conditions 

2018 includes a one-time gain 
of $18.7 million associated 
with the settlement of the 

Biotix acquisition contingent 
consideration

Accelerate 
stock option exercise 

Reason Unknown

Accounting 
Change on 

prospective basis, 
adopted ASU 2016-09 

to ASC 718

Unknown New Accounting Rule 1/1/18 Unknown Biotix acquisition not hitting 
targets

Unknown, though 
potentially related to 

rapid 2019 share price 
appreciation

Effect on 
Financials

Remove lease 
expense, 

boost EPS and cash 
flow. Capitalize cost 

through PP&E

Boost EPS and 
Cash flow

Change from fixed to 
more variable labor 
increases earnings

New accounting change now 
makes it transparent that MTD 

has been taking sizeable 
pension gains that artificially 

boosted EBITDA

Unknown, though could be 
used to lower interest expense 

and inflate EPS
$0.75c boost to EPS

Boost EPS. Q1’19 reported 
tax rate was 11% and 21% 
during the three months 
ended March 31, 2019 
and 2018, respectively

$ in mm 2006 –
Current Since inception Since Inception 2008-Present 2007-Present 2008-Present 2008  - Present 2003 – Present

Tactic
MTD puts all its 

stock-based comp 
in SG&A

MTD avoids discussion 
of commodities on 

business

Unusually large and 
growing intercompany 

eliminations in segment

Extension of 
computer software 
amortization from 
5yrs to up to 13yrs

Delayed implementation 
of Blue Ocean ERP project

$133m of recurring 
restructuring payments 

since 2009

$3.7bn of 
share repurchases

Under reserve for slow 
moving/obsolete 

inventory

Reason

Only justified 
reason would be 

that no R&D, 
service tech or 
factory worker 
receives stock-

based comp

Unknown, but MTD 
clearly has exposures 

to steel and other 
metals 

Eliminations + Corporate 
includes the  elimination 

of  intersegment 
transactions  + corporate 
expenses,   intercompany

investments & certain 
goodwill, which are not 

included in MTD’s      
operating segments

Unknown

Either significant 
undisclosed problems, or 

potential bucket for 
significant cost 
capitalization

Frequent cost reduction 
programs, generally claimed 

to be employee related

Lack of better 
investment 

alternatives? 

Unknown, but foreign 
subs shows significant 

inventory reserves

Effect on 
Financials

Inflates Gross 
Profits Unknown

Unknown, though 
potential to inflate 

segment margin

Inflate EPS by 
lowering 

amortization 
expense

Significant inflation of 
earnings through delayed 

expense recognition 
through earnings

Potential to flush ordinary 
expenses, and claim 
repeated non-GAAP 

addbacks

Increases EPS but at a 
more expensive cost 
w/diminished returns 
as multiple expands

Inflate gross margins 
and EPS. $11 - $17m 

($0.35 - $0.53c) 

Recent Tactics To Boost Financials

Ongoing Tactics To Boost Financials
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Undisclosed Revenue Restatement

Mettler has a history of revenue recognition issues, but has never called out the problem. Here is one example we 
identified. How can it confuse the difference between the sale of a product and service?

Source: 2011 10-K

Source: 2012 10-K

Note: MTD includes the boilerplate disclosure “Certain reclassifications have been made to prior year amounts to conform to the current year presentation” without ever elaborating.

https://www.sec.gov/Archives/edgar/data/1037646/000103764612000011/mtd_10kx12312011.htm
https://www.sec.gov/Archives/edgar/data/1037646/000103764613000005/mtd_10kx12312012.htm
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Undisclosed Revenue Restatement… 
Not An Isolated Incident!

How can it confuse the difference between the sale of a product and service?

Source: 2013 10-K

Source: 2014 10-K

Note: MTD includes the boilerplate disclosure “Certain reclassifications have been made to prior year amounts to conform to the current year presentation” without ever elaborating.

https://www.sec.gov/Archives/edgar/data/1037646/000103764614000005/mtd_10kx12312013.htm
https://www.sec.gov/Archives/edgar/data/1037646/000103764615000008/mtd_10kx12312014.htm


Cockroaches Are Generally In The 
Inventory Accounts
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Inventory Charges?

Recall that in 2004 an employee alleged concerns about the manner in which inventory write-downs were identified. 
Mettler has reported only one regular and small inventory charge of $0.4m (2013) in its annual report since coming 

public. Even during the financial crisis of 2007-2009, it claimed restructuring costs were “primarily related to 
severance costs” with no mention of any charges for obsolete inventory.(1) According to Mettler, it has 130,000 

sellable products, and yet are we to believe it has never discontinued or written down a single product line?

1. 2009 10-K
2. Prior to 2001, Mettler disclosed that “Inventories are valued at the lower of cost or market. Cost, which includes direct materials, labor and overhead plus indirect overhead, is determined 

using the first in, first out (FIFO) or weighted average cost methods and to a lesser extent the last in, first out (LIFO) method.”

Also, a restructuring charge of $1.4 million was recorded during the three months ended September 30, 2003, related 
to an extension of manufacturing consolidation activities. This charge comprised severance of $1.0 million, included 
within Other charges (income), net, and inventory write-downs of $0.4 million, included within Cost of sales.

“We record our inventory at the lower of cost or net realizable value. Cost, which includes direct materials, labor and 
overhead, is generally determined using the first in, first out (FIFO) method. The estimated net realizable value is 
based on assumptions for future demand and related pricing. Adjustments to the cost basis of our inventory are made 
for excess and obsolete items based on usage, orders and technological obsolescence. If actual market conditions are 
less favorable than those projected by management, reductions in the value of inventory may be required.

Only One 
Inventory 

Charge 
Ever Disclosed 

In 2003

Boilerplate 
Annual 

Inventory 
Accounting 
Disclosure(2)

Source: 2003 10-K

“We have a lot of diversity in our products. We have probably a 130,000 sellable products.”
CFO 

Bofa/ML 
Conference
May 2019

https://www.sec.gov/Archives/edgar/data/1037646/000095012310010287/l38617e10vk.htm
https://www.sec.gov/Archives/edgar/data/1037646/000103764601500005/doc1k10.txt
https://www.sec.gov/Archives/edgar/data/1037646/000089534504000159/tp10k.txt
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Mettler’s Hidden Inventory Reserves

Mettler does not report inventory reserves at the parent level to U.S. investors, however, at the international 
subsidiary level we find disclosures that suggest inventory provisions from 7.7% - 27.9% of stated value. 

This is a significant reserve provision based on industry peer disclosures of 3% - 4%. 

Mettler-Toledo SAS (France) 27.9%

Mettler-Toledo Safeline X-Ray Ltd (UK) 9.6% Mettler-Toledo Ltd (Australia)  9.6%

Mettler-Toledo (S) PTE Ltd (Singapore)  7.7%

Note: % provision based on gross inventory
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Peer Inventory Reserves And Charges 
Significantly Lower….

Disclosures are varied and limited among peers related to inventory reserves and charges. However, it’s clear that 
reserves run closer to 3.0% - 4.0% and not 7.7% - 27.9% as illustrated by Mettler’s foreign subsidiaries. 

Agilent 2018 10-K
Keysight 2018 10-K

Waters Corp 2018 10-KBio-Rad 2018 10-K

Agilent: 4.1% Inventory Charge Keysight: 2.9% Inventory Charge(1)

Waters Corp: 2.7% Inventory ProvisionBio-Rad Labs: 3.2% Inventory Provision

Note: % of charges and provisions based on ending inventory

https://www.sec.gov/Archives/edgar/data/1090872/000109087218000019/a-10312018x10k.htm
https://www.sec.gov/Archives/edgar/data/1601046/000160104618000030/keys-10312018x10k.htm
https://www.sec.gov/Archives/edgar/data/1000697/000119312519051872/d612944d10k.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/12208/000001220819000014/a10k123118.htm
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Inventory Strain

Working capital strain is evident by examining Mettler’s days sales and inventory outstanding (DSO). We find that 
the combination of the two is now at a cycle high.

Source: MTD and Bloomberg Analysis
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Milking The Pension For Financing….?

If we are correct that Mettler is experiencing financial strain, it should not be surprising that management could engage 
in more aggressive financing and tax strategies to bridge cash needs. Spruce Point raises serious concerns when it 

sees management tapping into pension funds for loans to subsidiaries. Management should provide more detail as to 
the purpose of the transaction, which pension plans were involved, and to what subsidiary was loaned money? 

Source: 10-K, p. F-23

Source: 8-K, June 15, 2018

Source: 8-K, April 18, 2019

https://www.sec.gov/Archives/edgar/data/1037646/000103764619000010/mtd_10kx12312018.htm
https://www.sec.gov/Archives/edgar/data/1037646/000103764618000019/a8-k2018creditagreementame.htm
https://www.sec.gov/Archives/edgar/data/1037646/000103764619000013/a8-k20192029seniornotes.htm
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More Evidence of Inventory Anomalies

In the footnotes disclosing contractual purchase obligations, Mettler reveals its next-twelve months commitments to 
buy materials, supplies, services and fixed assets. For the peers we investigated, the ratio of purchase commitments 
to inventory has generally risen in the past 10 years. We find it suspicious that Mettler’s ratio has consistently fallen. 

This strongly suggests that it is sitting on significant inventory it cannot sell. 

Source: MTD 10-K Annual Reports

Next 12 Month (NTM) Purchase Obligations / Inventory NTM Purchase Commitments / Inventory

$ in mm 2007 2017 2018

Thermo Fisher 10.4% 22.6% 22.4%
Mettler-Toledo 40.6% 32.7% 23.9%
Xylem NA 26.9% 25.9%
Rockwell Auto 29.8% 8.6% 26.0%
Bruker NA 33.7% 44.8%
Idex Corp 35.1% 53.0% 48.6%
Fortive NA 69.4% 58.4%
Keysight NA 57.1% 60.7%
Agilent 66.3% 66.8% 64.6%
Ametek 62.7% 72.3% 75.3%
Hologic 18.2% 17.0% 89.0%
ResMed 21.5% 84.3% 87.7%

Intuitive Surgical 354% 198.2% 173.9%

Average (1) 35.6% 42.5% 49.0%

Source: Company filings
Note: Not all of MTD peers report contractual purchase obligations in footnotes
1) Excludes Intuitive Surgical 
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Inventory Strain Through The Lenses of 
Management

Given our previous observation that management always hits 100% of target for its bonus, isn’t it odd that it dropped 
“Inventory Turnover” as a key metric starting in 2015. Is it a coincidence that inventory turnover peaked at exactly 

the time management dropped the metric, and has declined since….. 

Source: Proxy Statement

Source: Proxy Statement

??

$ in mm Q1'15 Q2'15 Q3'15 Q4'15 Q1'16 Q2'16 Q3'16 Q4'16 Q1'17 Q2'17 Q3'17 Q4'17 Q1'18 Q2'18 Q3'18 Q4'18 Q1'19

LTM Avg Inventory $217 $216 $218 $220 $223 $225 $229 $231 $235 $240 $245 $254 $263 $267 $270 $274 $275 

LTM COGS $1,106 $1,085 $1,064 $1,043 $1,046 $1,048 $1,064 $1,073 $1,084 $1,101 $1,118 $1,149 $1,184 $1,215 $1,233 $1,251 $1,256 

Inventory Turnover (1) 5.11x 5.01x 4.88x 4.73x 4.70x 4.65x 4.65x 4.65x 4.62x 4.60x 4.56x 4.53x 4.51x 4.56x 4.56x 4.57x 4.58x

MTD’s LTM Inventory Turnover Has Fallen Ever Since It Was Removed As A Bonus Target

1) Calculated as LTM COGS divided by LTM average quarterly inventory 

https://www.sec.gov/Archives/edgar/data/1037646/000117494715000426/b403396_def14a.htm
https://www.sec.gov/Archives/edgar/data/1037646/000117494716002240/c433760_def14a.htm
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Unlikely Results: Margins Expand While 
Inventory Turnover Declines

We struggle to explain how gross margins expanded in the face of a structural decline of inventory turnover, and a 
material drop in revenues in 2015 (from emerging market challenges), and the Swiss National Bank unexpectedly 

changing policy in early 2015 to strengthen the Swiss Franc. This abrupt policy changed wiped out numerous 
brokers and caused sever losses at some banks.(1)

Gross Margins Expand Post Inventory Turnover Bonus 
Metric Dropped (2014), And Turnover Declines?

Revenue Per Employee Plunges While 
Gross Margins Expand?
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Source: Mettler and Bloomberg 

1. “Swiss Central Bank Stuns Market With Policy U-Turn”, Reuters, Jan 15, 2015
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https://www.reuters.com/article/us-swiss-snb-cap/swiss-central-bank-stuns-market-with-policy-u-turn-idUSKBN0KO0XK20150115
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Unlikely Results In The Face of Fat 
Currency Tail Event

Beginning in the third quarter of 2012, we entered into foreign currency forward contracts, as described in Note 5 of our consolidated 
financial statements, which reduce our exposure to a strengthening of the Swiss franc versus the euro. The previously described 
foreign currency forward contracts reduce this exposure by approximately 75% Source: 2012 10-K

A few factors help us manage these exchange rate risks. In September 2011, the Swiss National Bank established an exchange rate floor 
of 1.20 Swiss francs per euro. The floor has effectively stopped the strengthening of the Swiss franc beyond the 1.20 level. We do not 
know how long the Swiss National Bank will maintain this exchange rate floor. Additionally, in the third quarter of 2012, we entered 
into foreign currency forward contracts that reduce approximately 75% of our exposure from the Swiss franc strengthening 
against the euro.  Source: 10-Q filed Nov 7, 2014

Mettler-Toledo International Inc. (NYSE: MTD) today confirmed it has foreign currency forward contracts that reduce 
approximately 90% of its exposure from the Swiss franc strengthening against the euro in 2015 and contracts that reduce 
approximately 70% of its exposure in 2016. .  Source: 8-K filed Jan 15, 2015

Every 10K/Q 
Through The 
Swiss Franc 
Revaluation 

Date, Mettler 
Hedged 75% of 

EUR/CHF

Miraculously 
MTD Claims 

90% Hedge On 
Day of Event

Day After, 
Director on 

Audit 
Committee 

Retires

Mettler-Toledo International Inc. (NYSE:MTD) announced today that Dr. Martin D. Madaus will be retiring as a director of the Board, 
effective May 7, 2015, to fully devote time to his new role as Chairman and Chief Executive Officer of Ortho-Clinical Diagnostics. Robert 
F. Spoerry, Chairman of the Board, stated, “We sincerely thank Martin for his many contributions and dedication to METTLER 
TOLEDO. We regret that he has to retire due to his new commitments and wish him well as he takes on this time-intensive role.”
Source: 8-K filed Jan 16, 2015

Mettler Starts 
Borrowing 

Money

Mettler increased its debt by $176.5m from Q4’14 to Q2’15. In Q1’15, it drew on its revolver by $73.4m, refinanced a $100m note by 
upsizing it to $125m, and issued a new EUR 125m private placement note.  Source: 8-K and financials

Remarkable 
Mettler  Didn’t 
Miss A Single 
EPS Estimate 

in 2005

Bloomberg: Earnings Surprise Analysis (SURP)

“Just So Happens” Mettler increased its EUR/CHF hedge for the first time ever ahead of the unexpected Swiss Franc revaluation. Thereafter, an 
audit committee member resigned, borrowing increased, and Mettler’s EPS and guidance beat the Street on subsequent quarters.

https://www.sec.gov/Archives/edgar/data/1037646/000103764613000005/mtd_10kx12312012.htm
https://www.sec.gov/Archives/edgar/data/1037646/000103764614000029/mtd10q9302014.htm
https://www.sec.gov/Archives/edgar/data/1037646/000103764615000002/a8-kcurrencyhedges.htm
https://www.sec.gov/Archives/edgar/data/1037646/000103764615000004/a8-kdirectorresignation.htm
https://www.sec.gov/Archives/edgar/data/1037646/000103764615000011/0001037646-15-000011-index.htm
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We Estimate A Much Bigger Earnings Hit 
Than Management Revealed

$ in mm
Net Income Impact 

Per EUR/CHF 
1% Move

Assume 75% 
Hedge

EPS
Impact (2)

(A)

Assume 90% 
Hedge

EPS
Impact (2)

(B)

1.0% $1.2 $0.3 $0.01 $0.1 $0.00 

5.0% $6.0 $1.5 $0.05 $0.6 $0.02 

10.0% $12.0 $3.0 $0.10 $1.2 $0.04 

14.0% $16.8 $4.2 $0.15 $1.7 $0.06 

$ in mm

Net Income 
Impact Per 
USD/CHF 
1% Move

EPS
Impact (2)

(C)

1.0% $0.6 $0.02 

5.0% $3.0 $0.10 

10.0% $6.0 $0.21 

11.0% $6.6 $0.23 

Min 
Estimated 

EPS Impact
(B+C)

Max 
Estimated 

EPS 
Impact
(A+C)

$0.03 $0.03 

$0.13 $0.16 

$0.25 $0.31 

$0.29 $0.38 

Note: the EUR/CHF and USD/CHF moved approximately 14% and 11% from pre-revaluation to the time MTD revised guidance on Feb 5, 2015
Note: Assumes linear FX currency exposure based on 1% sensitivities where MTD calls out exposure to both EUR/CHF and USD/CHF (10-K, p. 38). Note that management stressed the 
USD/CHF exposure was “in addition to the previously mentioned strengthening of the Swiss franc against the euro impact”
1) CFO on conf call “While the Swiss franc versus the euro is our largest currency exposure, we have many other currencies which have moved against us since November”
2) Based on estimated 28.6m diluted shares

“The Company stated that based on its assessment of market conditions today, management anticipates local currency sales growth in 2015 will be in 
the range of 4% to 5%. This sales growth will result in Adjusted EPS in the range of $12.80 to $13.05. Using the midpoint of the 2014 Adjusted EPS 
range, this reflects an increase of 10% to 12%.”  Source: Q3’2014 Results, Nov 16, 2014

“The Company updated its outlook for 2015 and noted that forecasting remains challenging due to continued uncertainty in demand in some markets and 
greater volatility in foreign exchange rates. Based on today’s assessment, management anticipates that local currency sales growth in 2015 will be in the 
range of 4% to 5% and Adjusted EPS in the range of $12.70 to $12.90, an increase of 8% to 10%. The Company also stated that the above guidance 
reflects the estimated impact of recent changes in foreign exchange rates. Specifically, assuming foreign exchange rates remain constant at current 
levels, the Company estimates that Adjusted EPS growth is reduced by approximately 4% for the full year 2015 and by approximately 5% in the first 
quarter 2015 as compared to the foreign exchange rate environment that was in place last year. This reduction in earnings growth includes the 
impact of previously-disclosed Swiss Franc / Euro foreign currency forward contracts.” Source: FY 2014 results, Feb 5, 2015

Spruce Point is highly skeptical that MTD was able to navigate unprecedented and unexpected revaluation of the Swiss Franc in
2015 with such a limited impact. The company claims it miraculously boosted its EUR/CHF hedge ratio from 75% to 90% ahead of 
the event, and revised guidance by just $0.10 - $0.15 cents while tightening the guidance range. But what about its other currency 
exposures, such as USD/CHF which Mettler does not say it hedged?(1) We estimate the currency hit was more likely $0.29 - $0.38c.

Range narrowed with 
unprecedent volatility?

Hedged EUR/CHF Exposure Unhedged USD/CHF Exposure Total Exposure

https://www.sec.gov/Archives/edgar/data/1037646/000103764615000008/mtd_10kx12312014.htm
https://www.sec.gov/Archives/edgar/data/1037646/000103764614000027/ex-991mtd8xkq32014.htm
https://www.sec.gov/Archives/edgar/data/1037646/000103764615000006/ex-991mtd8xk2014q4.htm
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What About Commodity Exposure And 
Impact on Inventory and COGS?

Source: Linkedin

By not mentioning anything in its 10-K or 10-Q SEC filings about commodities, Mettler conceals its exposures to commodities. 
However, its Head of US Supply Chain touts his work developing “long range commodity strategies for a variety of commodities, 

including steel”. Public videos of Mettler’s operations show significant use of metals in the manufacturing process. Mettler should 
explain its commodity exposure in greater detail, especially since its SD form traces many metals in its supply chain.

Source: YouTube, Mettler North American Scale Manufacturing

Source: SEC SD form
“TG” refers to, collectively, columbite-tantalite (coltan), cassiterite, gold, wolframite, or their 
derivatives, which are limited to tantalum, tin, and tungsten”

https://www.linkedin.com/in/dkort/
https://www.youtube.com/watch?v=tp8pTWK-37c
https://www.sec.gov/Archives/edgar/data/1037646/000103764619000024/conflictmineralsreport-2018.htm


Aggressive Tax Structure Becoming 
Even More Aggressive And Opaque
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Signs of An Aggressive Tax Position

Despite 32% of revenues reported in the United States, only 9.2% of earnings before tax are attributable to the United 
States. We believe this suggests an aggressive tax structure used by Mettler. 

Net Sales to External Customers By Geographic 
Customer Destination 2018/Last FY

$ in mm US 
Revenue

US Earnings 
Before Taxes

% EBT of 
Revenue

Bio-Rad $864 $363 42.1%

Ametek $2,397 $555 23.2%

Roper Tech $4,176 924 22.1%

Fortive $3,540 $688 19.4%

Agilent $1,414 $169 12.0%

Thermo Fisher $11,629 $1,329 11.4%

Xylem $2,424 $208 8.6%

Waters $684 $58 8.5%

Mettler-Toledo $933 $60 6.4%

Average $3,118 $484 17.1%
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Massive Hidden Tax Restructuring In 
2018 Found In Luxembourg

U.S. investors are in the dark that Mettler conducted a transaction in 2018 accounting for 127% of its consolidated 
book value that went unaudited! Mettler’s Luxembourg documents omit its profit and loss statement. The size of 
Mettler’s Luxembourg balance sheet would trigger an audit, but it also must exceed a turnover threshold which it 

obscures. Documents reveal that Mettler has conducted an “internal restructuring” – presumably, to improve its tax 
situation – yet Mettler did not attribute any of its tax improvement to tax restructuring in SEC filings.  

Source: Luxembourg 

“The Company's reported effective tax rate was 21.4% in 2018, 34.5% in 2017, and 
23.8% in 2016. As discussed below, the provision for income taxes included charges 
of $3.6 million in 2018 and $72 million in 2017 related to the Tax Cuts and Jobs Act 

("the Act") which had the effect of increasing our effective tax rate by 0.6% and 
12.5% in 2018 and 2017, respectively. The 2018 effective tax rate also included a 
benefit of 0.7% associated with the one-time gain related to the settlement of the 

Biotix contingent consideration.”

Source: Luxembourg Audit Requirement

Mettler’s Accounts Show Balance Sheet Assets Significantly 
Above EUR 4.4M Audit Threshold

No Mention of Internal Restructuring In Mettler’s U.S. SEC 
Filing Related To Tax Enhancements

https://guichet.public.lu/en/entreprises/creation-developpement/forme-juridique/societe-capitaux/sarl.html
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Getting More Desperate To Hit Results?

We’ve already demonstrated that Mettler goes through aggressive lengths to lower its taxes. It appears that after Q3’2017 
Mettler’s dropped mention of the benefit from its lower-taxed operations in Switzerland and China. In our opinion, in Q1’2019, 

Mettler’s earnings quality deteriorated further. The effective tax rate abruptly dropped and was explained by the timing of 
excess tax benefits associated with stock option exercises.  It appears that either employees are racing to exercise and sell at

current prices, or something is amiss. 

The Company's reported tax rate was 11% and 21% during the three months ended March 31, 2019 and 2018, 
respectively. The provision for taxes is based upon using the Company's projected annual effective tax rate of 20.5% and 
22% before non-recurring discrete tax items during 2019 and 2018, respectively. The difference between the Company's 
projected annual effective tax rate and the reported tax rate is related to the timing of excess tax benefits 
associated with stock option exercises.   Source: 10-Q

The provision for taxes is based upon using the Company's estimated annual effective tax rate of 22% and 24% for the three 
month periods ended March 31, 2017 and 2016. The reduction in the Company's estimated annual effective tax rate 
from 24% to 22%, as well as the Company's reported tax rate of 19% during the three months ending March 31, 2017, is 
primarily related to the Company's adoption of ASU 2016-09 pertaining to excess tax benefits associated with stock 
option exercises. The Company's 2017 estimated annual tax rate of 22% includes an estimated benefit of 2% related 
to the adoption of ASU 2016-09, the effects of which will be treated discretely each quarter.  Source: 10-Q

The provision for taxes is based upon using the Company's projected annual effective tax rate of 22% before non-recurring 
discrete items for the three month periods ended March 31, 2018 and 2017. The difference between the Company's 
projected annual effective tax rate of 22% and its reported tax rate of 21% and 19% during the three months ending March 
31, 2018 and 2017, respectively, is related to the timing of excess tax benefits associated with stock option 
exercises. Source: 10-Q

Q1
2019

Q1
2019

(10% Delta)

Q1
2018

(2% Delta)

Q1
2017

(2% Delta)

“Our 2017 estimated annual tax rate of 22% includes an estimated annual benefit of 2% related to the adoption of ASU 2016-09, the effects of 
which are being treated discretely each quarter. Our consolidated income tax rate is lower than the U.S. statutory rate primarily because of 
benefits from lower-taxed non-U.S. operations. The most significant of these lower-taxed operations are in Switzerland and China.”

Source: 10-Q

Q1
2019

Q3
2017 The 
Last Time 
This Was 
Disclosed

https://www.sec.gov/Archives/edgar/data/1037646/000103764619000020/mtd_10qx3312019.htm
https://www.sec.gov/Archives/edgar/data/1037646/000103764617000009/mtd_10qx3312017.htm
https://www.sec.gov/Archives/edgar/data/1037646/000103764618000011/mtd_10qx3312018.htm
https://www.sec.gov/Archives/edgar/data/1037646/000103764617000025/mtd10q93017.htm


Evidence of Inflated EBITDA 
Through Aggressive Cost 
Capitalization Strategies
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Evidence of Aggressive Capitalization

Mettler first reported spending on its Blue Ocean ERP / business process transformation program in 2007. 
Not surprisingly, we find a structural change in capex spending (as measured by % of sales), post-implementation. 

The only other company with abnormally high capex spending is Bio-Rad, which recently reported a material 
weakness of internal controls. 

Average: 2.5% of Sales Average: 4.0% of Sales
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Overall Peer 3 Year Average: 
2.9% of Sales

Source: Mettler and peer financials
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Software Capitalization Exploding

We estimate $661m of costs have been capitalized in software since 2007, yet only $217m has gone through the 
income statement as amortization. 

$ in mm 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Ending Software 
In PP&E $4.3 $20.5 $47.6 $89.5 $129.7 $179.9 $247.0 $302.7 $327.8 $353.6 $372.1 $436.2 $471.0 

Amortization of 
capitalized software $7.0 $7.2 $5.9 $7.0 $8.6 $10.8 $13.9 $18.6 $22.4 $24.4 $27.5 $31.0 $33.0 

Implied Amortization 
In Years (2) 3.5 4.9 8.0 10.1 11.1 11.5 12.3 12.9 12.4 11.7 12.2

Beginning Software $3.8 $4.3 $20.5 $47.6 $89.5 $129.7 $179.9 $247.0 $302.7 $327.8 $353.6 $372.1 $436.2 

(+) Additions (3) -- $23.4 $33.0 $48.9 $48.8 $61.0 $81.0 $74.2 $47.5 $50.2 $46.0 $95.2 $67.7 

(-) Amortization ($7.0) ($7.2) ($5.9) ($7.0) ($8.6) ($10.8) ($13.9) ($18.6) ($22.4) ($24.4) ($27.5) ($31.0) ($33.0)

=Ending Software (4) $4.3 $20.5 $47.6 $89.5 $129.7 $179.9 $247.0 $302.7 $327.8 $353.6 $372.1 $436.2 $471.0 

Disclosed 
Blue Ocean Capex $5.0 $16.2 $35.1 $30.6 $55.7 $47.9 STOPPED DISCLOSING

% Complete 33.3% 33.3% 50.0% 50.0% 66.7% 66.7% 75.0% 80.0%
Corporate Capex $4.1 $9.3 $27.8 $43.3 $33.7 $58.7 $58.2 $49.8 $47.5 $43.7 $36.8 $44.4 $75.2

1) Panorama Consulting Study 2018
2) We take the two year average beginning software divided by the year’s amortization of capitalized software expense
3) 2007 includes $16.1m reclassified from other non-current assets (10-K, F-7). Additions are implied mathematically from the beginning, ending, and annual amortization disclosures
4) Assumes no write-offs or impairments which have never been disclosed and are reviewed annually

According to a recent study on ERP projects(1)

• Average implementation time is 16.9 – 17.4 months vs 144 months at MTD
• On average organizations spend 3.6% of annual revenues on the project. From 2007-2012, MTD spent 9.5% of average annual revenues

CFO / Blue Ocean 
Head Donnelly Leaves

Blue Ocean
Starts

https://www.panorama-consulting.com/five-surprising-takeaways-from-the-2018-erp-software-report/
https://www.sec.gov/Archives/edgar/data/1037646/000095015209001389/l35224ae10vk.htm
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Change In Amortization Policy Inflating 
Earnings

The implied amortization period based on Mettler’s reported results directly contradict its stated estimated useful lives. 
Mettler says it amortizes capitalized costs and software for a period not exceeding 10 years. However, our calculations 
show it has amortized over periods up to 13 years. The current policy has clearly become more aggressive and enabled 

Mettler to inflate earnings. In its 2007 10-K, Mettler said capitalized software development costs were amortized in a 
period “generally not exceeding 5 years”, and now it says “generally not exceeding 10 years”. 

MTD’s 2018 10-KMTD’s 2007 10-K

2007 Annual Report Capitalization/Amortization Policy 2018 Annual Report Capitalization/Amortization Policy

https://www.sec.gov/Archives/edgar/data/1037646/000103764619000010/mtd_10kx12312018.htm
https://www.sec.gov/Archives/edgar/data/1037646/000095015208001167/l29980ae10vk.htm
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Close Peers Way Less Aggressive

European peers either don’t capitalize R&D costs (Eppendorf), or capitalize and amortize over 3 – 6 years (Sartorius and 
Oxford). On the other hand, Mettler is opaque in terms of how much it is capitalizing annually, and states it amortizes 

costs up to 10 years. 

Eppendorf Sartorius

Source

Source

Oxford Instruments

Source

https://www.bundesanzeiger.de/ebanzwww/wexsservlet
https://www.sartorius.com/en/company/investor-relations
https://www.oxinst.com/assets/uploads/documents/Annual-Report-2018.pdf
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Evidence of Aggressive Capitalization

Mettler has classified an increasing % of total capex to the corporate segment. On average, corporate capex has 
been about 50% of total capex since Blue Ocean launched, and a times, amounted to >80% from 2009 – 2012. 
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Disclosed 
Blue Ocean Capex 

$5.0 $16.2 $35.1 $30.6 $55.7 $47.9 

Corporate Capex $9.3 $27.8 $43.3 $33.7 $58.7 $58.2

Blue Ocean % of 
Corporate Capex

53.6% 58.4% 81.1% 90.7% 94.8% 82.4%

Corporate Capex Trend Historical Blue Ocean / Corporate Capex %

Source: Mettler Annual Reports
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Peer Benchmarking of Capitalization

Examining Mettler’s peers that disclose internal-use software capitalization in PP&E, we find that it has capitalized 
an excess amount by a wide margin. 

$ in mm Waters Corp Agilent Teleflex Oxford 
Instruments (1) Sartorius (1) Mettler Toledo

Ending Software and 
Computers In PP&E $2.0 $141.0 $137.9 $43.2 $175.4 $471.0 

Gross PP&E $871.9 $1,660.0 $889.7 $390.0 $797.3 $1,233.2 
Net PP&E $343.1 $822.0 $432.8 $182.4 $459.6 $717.5 

Software as % of Gross PP&E NA 8% 15% 11% 22% 38%

Software as % of Net PP&E 1% 17% 32% 24% 38% 66%

Software as % of Revenues 0% 3% 6% 11% 9% 15%

Disclosure

The Company capitalizes 
internal software 

development costs for 
internal use. Capitalized 

internal software 
development costs are 

amortized over the period 
of economic benefit, 

which approximates a 
straight-line basis over ten 

years. Net capitalized 
internal software included 

in property, plant and 
equipment totaled 

$2 million and $3 million 
at December 31, 2018 and 

2017, respectively.

We capitalize certain 
internal and external costs 

incurred to acquire or 
create internal use 

software. Capitalized 
software is included in 

property, plant and 
equipment and is 

depreciated 
over three to five years 

once development is 
complete.

Costs incurred to develop 
internal-use computer 

software during the 
application development 

stage generally are 
capitalized. Costs of 

enhancements to internal-
use computer software are 
capitalized, provided that 

these enhancements result 
in additional functionality. 
Other additions and those 

improvements which 
increase the capacity or 

lengthen the useful lives of 
the assets are also 

capitalized. useful lives: 
computer equipment and 

software —
3 to 5 years.

Amortize capitalized 
development costs over 

3-5 years

Costs incurred within the 
scope of the development 

of new products and 
methods are capitalized as 

internally generated 
intangible assets and 

amortized over 4-6 years

Capitalized costs are 
amortized on a straight-

line basis over the 
estimated useful lives of 
the software, generally 

not exceeding 
10 years.

1) Sartorius and Oxford capitalizes development costs within intangible assets and not PP&E. These costs are not explicitly stated as software
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Employee Reviews Corroborate Our 
Concerns About Outdated IT Systems

A consistent theme among recent employee reviews of Mettler is that the 
company’s “operating systems are dated”, computer programs are 

“outdated”, and  “growing pains” related to SAP. This should be an extreme 
concern to investors given $660m+ of capitalized software over twelve year.   

Source

Source

SourceSource

Source

Source

https://www.glassdoor.com/Reviews/Mettler-Toledo-Reviews-E7144.htm
https://www.glassdoor.com/Reviews/Mettler-Toledo-Reviews-E7144_P11.htm
https://www.glassdoor.com/Reviews/Employee-Review-Mettler-Toledo-RVW14675247.htm
https://www.glassdoor.com/Reviews/Employee-Review-Mettler-Toledo-RVW18642683.htm
https://www.glassdoor.com/Reviews/Employee-Review-Mettler-Toledo-RVW21949453.htm
https://www.glassdoor.com/Reviews/Employee-Review-Mettler-Toledo-RVW20614229.htm
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ERP Problems From The Beginning

Yet another example of Mettler, a company renown for its high precision ability to always hit numbers, doing a 
financial restatement tied to Blue Ocean. 

Source: 2009 10-K 

Capital expenditures are made primarily for investments in information systems and technology, machinery, 
equipment and the purchase and expansion of facilities. Our capital expenditures totaled $60.0 million in 
2009, $61.0 million in 2008 and $47.5 million in 2007. Our capital expenditures in 2009 included 
approximately $35.1 million of investments directly related to our Blue Ocean multi-year program of 
information technology investment compared with $16.2 million (Note: RESTATEMENT) in 2008 and 
$5.0 million in 2007. Our capital expenditures in 2007 included $7.1 million of investments related to our new 
Chinese facility. We expect that our annual capital expenditures will continue to be approximately $60 million 
until Blue Ocean is completed. These amounts may change based upon fluctuations in currency exchange 
rates.

Capital expenditures are made primarily for investments in information systems and technology, machinery, 
equipment and the purchase and expansion of facilities. Our capital expenditures totaled $61.0 million in 2008, 
$47.5 million in 2007 and $34.3 million in 2006. We expect capital expenditures to increase as our business grows 
and to fluctuate as currency exchange rates change. Our 2008 capital expenditures included $20.0 million of 
investments related to the initial phases of our Blue Ocean multi-year program of information technology 
investment compared to $5.0 million in the previous year. Our capital expenditures in 2007 included $7.1 million 
of investments related to our new Chinese facility, compared to $6.4 million in 2006.

Source: 2008 10-K 

https://www.sec.gov/Archives/edgar/data/1037646/000095012310010287/l38617e10vk.htm
https://www.sec.gov/Archives/edgar/data/1037646/000095015209001389/l35224ae10vk.htm
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Imprecision When Measuring “Users” 

Mettler can only “estimate” the project completion as measured by users and it can’t keep its figures straight. 

Source: Mettler 2018 Company Highlights

Source: 2018 10-K

Note: 2017 10-K and Company Highlights the figures matched. 

https://www.mt.com/dam/HR/global/Company_Highlights_2018_EN.pdf
https://www.sec.gov/Archives/edgar/data/1037646/000103764619000010/mtd_10kx12312018.htm
https://www.sec.gov/Archives/edgar/data/1037646/000103764618000006/mtd10k12312017.htm
https://www.mt.com/dam/HR/global/Company_Highlights_2017_EN.pdf
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Evidence of Blue Ocean Struggles

Source: Swiss Gazette Feb 2019

“The implementation of the systems and processes will proceed 
on a staggered basis over a multi year period with the initial go-
live rollout having occurred in 2010. We have implemented the 
Blue Ocean program in our Swiss and Chinese operations and 
now have approximately one-third of the program completed as 
measured in users. We expect to implement Germany and the 
United States over the next two years and will then have more 
than half of the Company's users on the system.10-K Feb 2012

Despite claiming implementation of Blue Ocean in Switzerland in 2012, there is evidence that Mettler is still struggling 
with implementation seven years later. We found a post in Feb 2019 in the Swiss Official Gazette of Commerce 

requesting a work permit for Sunday and public holidays for “Program Blue-Ocean: 
Go-lives, Performing Tests and Conversions”.

https://www.shab.ch/#!/search/publications/detail/b67eef3b-d746-478f-92c9-972c7c13c500
https://www.sec.gov/Archives/edgar/data/1037646/000103764612000011/mtd_10kx12312011.htm
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Bio-Rad ERP Case Study

Bio-Rad (BIO) serves as a case study for the challenges of implementing an ERP. BIO started in 2010, and has experienced 
implementation challenges, that ultimately resulted in the admission of material weaknesses of internal controls. However, the third 

phase was implemented by 2017 (7 years). BIO gives clear guidance that it only capitalizes costs up to implementation, whereas 
Mettler has not, and continues to aggressively capitalize costs into software within PP&E.

In implementing the ERP, we may experience significant delays, increased costs and other difficulties. Any significant disruption or deficiency in the design and implementation of the ERP 
could adversely affect our ability to process orders, ship product, send invoices and track payments, fulfill contractual obligations or otherwise operate our business. In 2013, we experienced 
system implementation issues in our Clinical Diagnostics segment that impacted invoicing and caused an increase in accounts receivable. While we have invested significant resources in 
planning, project management and training, additional and significant implementation issues may arise.  Source: 2013 10-K

In April 2013, we implemented the first phase of the global single instance ERP platform and hence for the remainder of 2013, costs were no longer capitalized. As we 
continue to implement more phases of the ERP platform and expand our e-commerce platform, we expect capital expenditures to continue to remain historically higher for the next four 
years or more. The current estimated global implementation cost for the single instance ERP platform will exceed $300 million and is estimated to take approximately four or more years 
to fully implement  Source: 2014 10-K

Capital expenditures have increased and we anticipate them to continue to increase in future periods due to the implementation of a global single instance Enterprise Resource Planning 
(ERP) platform and to expand our e-commerce platform internationally. The ERP software was purchased in December 2010. The estimated global implementation cost for the single 
instance ERP platform could reach approximately $150 million and is estimated to take approximately four more years to implement. 2011 10-K

Also affecting cash flows from operations was the Enterprise Resource Planning (ERP) project that was considered in the "Preliminary Project Stage" in 2011, which requires 
internal labor costs to be expensed, whereas in 2012 we were in the "Application Development Stage," which requires internal labor costs to be capitalized and is currently 
included in cash flows from investing activities. We continue to focus on cash flow improvements as a global company-wide goal.. 2012 10-K

As we continue to implement the remaining phases of the ERP platform, we expect capital expenditures to moderate in 2017 and then decline over the next couple of years. Capital 
expenditures were lower in 2015 compared to 2016 as the second phase was implemented in July 2015 and the third phase of the ERP system ramped up in 2016. Capital expenditures 
were higher in 2014 than in 2015 as we were in the development stages (in which appropriate costs are capitalized) of implementing the second phase of a global single instance ERP 
platform. The current estimated future project cost for global implementation for the single instance ERP platform is projected to be $90 million to $130 million, and is estimated to take 
approximately the next two to three years to fully implement   Source: 2016 10-K

As we continue to implement more phases of the ERP platform and expand our e-commerce platform, we expect capital expenditures to continue to remain historically higher for the next 
three years or more. However, capital expenditures were lower in 2015 as we expect the third phase of the ERP system to ramp up in 2016. Capital expenditures were higher in 2014 than 
in 2015 and 2013 as we were in the development stages (in which appropriate costs are capitalized) of implementing the second phase of a global single instance ERP platform. In April 
2013, we implemented the first phase of the global single instance ERP platform and hence for the remainder of 2013, costs were no longer capitalized. The current estimated future project 
cost for global implementation for the single instance ERP platform is projected to be $150 million to $200 million and is estimated to take more than three years to fully implement.  Source: 
2015 10-K

During the third quarter of 2017, we identified two items that were recorded in the three-month period ended September 30, 2017 that should have been recorded in the three-month 
period ended June 30, 2017. In each case, the misrecorded item was due to errors as a result of data migration and system configuration arising from our new European business 
structure during our ERP system conversion in Europe in April 2017. Our review controls and our user acceptance testing controls were not sufficiently designed to identify these items 
on a timely basis. Though there was no impact on the financial statements for the nine-month period ended September 30, 2017, we concluded that our disclosure controls and 
procedures were ineffective as of September 30, 2017 and that this deficiency constituted a material weakness Source: 2017 10-K

Capital expenditures were higher in 2018 than 2017 primarily due to an investment in two office buildings and adjacent land in the greater San Francisco Bay Area, California. Capital 
expenditures were lower in 2017 than in 2016 as implementation costs were higher in 2016 for the third phase of the ERP platform, which was implemented in April 2017. As we 
implement the remaining smaller phases of the ERP platform, we expect lower levels of information technology capital expenditures as the majority of the ERP platform has been 
implemented.   Source: 2018 10-K

https://www.sec.gov/Archives/edgar/data/12208/000001220814000020/a10k123113.htm
https://www.sec.gov/Archives/edgar/data/12208/000001220815000012/a10k123114.htm
https://www.sec.gov/Archives/edgar/data/12208/000001220812000008/a10k123111.htm
https://www.sec.gov/Archives/edgar/data/12208/000001220813000007/a10k123112.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/12208/000001220817000012/a10k123116.htm
https://www.sec.gov/Archives/edgar/data/12208/000001220816000053/a10k123115.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/12208/000001220818000014/a10k123117.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/12208/000001220819000014/a10k123118.htm
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Case Study: Sartorius ERP

Sartorius AG, a major competitor to Mettler in its Laboratory division, announced a new ERP in 2016, and expects the 
project to be completed in 2019. We estimate the total cost is EUR 20 – 30m 

Source: Sartorius investor relations

Announced 2016 To Be Completed By 2019

https://www.sartorius.com/en/company/investor-relations/sartorius-ag-investor-relations
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More Capitalization: Why Now Purchasing 
Property Late In The Real Estate Cycle?

Mettler has made two recent moves to acquire real estate. It is clear from footnote disclosures that Mettler is trying to 
reduce its lease expense, partially improved by the consolidation of two Swiss properties (Uznach and Schwerzenbach) 

in 2018, but also by the acquisition of properties, which is a way to capitalize the cost on the balance sheet. 

“Our capital expenditures totaled $124.0 million in 2016, $82.5 million in 2015, and $89.4 million in 2014. The 2016 amount 
includes a $37 million purchase of our previously leased pipette manufacturing facility”

Year Expense 
$mm 2016 2017 2018

1 Yr $30.2 $33.9 $32.1 

1 – 3 Yr $43.4 $42.4 $40.8 

3 – 5 Yr $23.7 $21.5 $17.3 

After 5 Yr $14.1 $11.3 $5.1 

Total $111.4 $109.1 $95.2 

Non-Cancellable Lease Expense

Source: Mettler 10-K footnotesSource: Alameda County

Oops: A Lien Now On the Pipette CA Property

https://rechart1.acgov.org/RealEstate
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More Capitalization: Entity Formed To 
Quietly Acquire Real Estate

Delayed Disclosure of Entity Created To Acquire Real Estate

Source: 2018 10-K

Source: 2017 10-K

Source: State of Massachusetts
Source: Mettler-Toledo Subsidiary List (Filed 2/8/19)
Source: 8-K (Filed 4/24/19)

Source: Mass Land Records

Why in the late stages of business cycle is Mettler now acquiring its real estate in newly formed entities? Is it becoming more 
desperate to boost earnings by removing lease expense, and to capitalize costs? Mettler delayed disclosure of the new subsidiary

entity until April 2019, when it should have been disclosed the sub in the 10-K exhibit filed in Feb 2019.

Subtle Change Without Explanation

https://www.sec.gov/Archives/edgar/data/1037646/000103764619000010/mtd_10kx12312018.htm#s158B60E120E1A9F101DF11D6A2FDD710
https://www.sec.gov/Archives/edgar/data/1037646/000103764618000006/mtd10k12312017.htm#s9D5C77833A2A9B1AF7516552B28A937C
http://corp.sec.state.ma.us/CorpWeb/CorpSearch/CorpSummary.aspx?FEIN=001352854
https://www.sec.gov/Archives/edgar/data/1037646/000103764619000010/mtd_exhibit2112312018.htm
https://www.sec.gov/Archives/edgar/data/1037646/000103764619000013/mettler2019npaexecutioncop.htm
http://www.masslandrecords.com/MiddlesexNorth/


Suspect Acquisitions Illustrate 
Failure To Meet Targets 
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Mettler’s “High Precision” Acquisitions….

For a company known to relentlessly focus on perfect execution, and always hit earnings results with consistency, we 
find troubling evidence of financial reporting issues and an extreme deal failure at Biotix that, conveniently boosted 

earnings in 2018, amongst Mettler’s two most recent acquisitions.

Company Description Deal Close Segment Price Paid Earnout Sales EBITDA / 
Margin

Sales 
Multiple Paid

EBITDA 
Multiple Paid

Biotix

Manufacturer and 
distributor of plastic 

consumables associated 
with pipettes, including 
tips, tubes, and reagent 

reservoirs used in the life 
sciences market

Sept 2017 Lab $105.0
$10 paid Q1’19

(original earnout 
up to $65m)

$35
(est 10-12% 

growth)
$10.5 / 30% 3.2x 10x

Henry 
Troemner LLC

A supplier of lab 
equipment, weights and 
weight calibration based 

in the United States

Aug 2016 Lab $95.8 NA NA $9.6 NA 10x

$ in mm

Source: Company SEC filings and conference calls
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Pay Careful Attention To Troemner 
Financial Contribution Language

We have concerns about inconsistent and changing disclosure style related to the Troemner acquisition.

Contribution Q3’16 2016 Q1’17 Q2’17 Q3,17 2017

Contribution to 
Net Sales

The Troemner acquisition 
contributed approximately 1% 
to our net sales for the three 

months ended September 30, 
2016

The Troemner acquisition 
contributed 

approximately 1% to our net 
sales during 2016

The Troemner acquisition 
contributed approximately 
1% to our net sales during 

2017

Excluding the 2016 Troemner 
acquisition net sales in local 

currencies were 8% and 10% for the 
three and six months ended June 

30, 2017, respectively.

The Biotix and Troemner 
acquisitions contributed 

approximately 1% to our net 
sales for the three and nine 

months ended 
September 30, 2017

The Biotix and Troemner 
acquisitions contributed 1% 

to our net sales in 2017

Contribution to 
Americas Segment

Excluding the Troemner 
acquisition, our local currency 

net sales growth in the 
Americas for the three months 

ended September 30, 2016 
was 6%.

Excluding the Troemner 
acquisition, our local 

currency net sales growth in 
the Americas was 4%.

Excluding the Troemner 
acquisition, our local currency 

net sales growth in the 
Americas was 11%

The Troemner acquisition 
contributed approximately 3% to 
net sales in the Americas for both 
the three and six months ended 

June 30, 2017

The Biotix and Troemner 
acquisitions contributed 

approximately 2% to net sales in 
the Americas for the three and 

nine months ended 
September 30, 2017

The Biotix and Troemner 
acquisitions contributed 
approximately 2% to net 

sales in the Americas during 
2017.

Contribution to 
Product Sales

The Troemner acquisition 
contributed approximately 1% 
to our net sales of products for 

the three months ended 
September 30, 2016

The Troemner acquisition 
contributed 

approximately 1% to our net 
sales of products during 2016

The Troemner acquisition 
contributed approximately 

1% to our net sales of 
products for the three 

months ended March 31, 
2017

The Troemner acquisition 
contributed approximately 1% to 
our net sales of products for the 

three and six months 
ended June 30, 2017

The Biotix and Troemner 
acquisitions contributed 

approximately 1% to our net 
sales of product for the three and 

nine months ended 
September 30, 2017

The Biotix and Troemner 
acquisitions contributed 

approximately 2% to our net 
sales of products during 

2017

Contribution 
to Lab Segment

The Troemner acquisition 
contributed approximately 2% 
to our net sales of laboratory-
related products and related 
services for the three months 

ended September 30, 2016

The Troemner acquisition 
contributed 

approximately 1% to our net 
sales growth of laboratory-

related products and services

The Troemner acquisition 
contributed approximately 

3% to our net sales growth of 
laboratory-related products 

and services.

The Troemner acquisition 
contributed approximately 2% and 

3% to our net sales growth of 
laboratory-related products and 

service [for 3 and 6m]

The Biotix and Troemner 
acquisitions also contributed 
approximately 2% to our net 
sales growth of laboratory-

related products and services for 
the three and nine months ended 

September 30, 2017

The Biotix and Troemner 
acquisitions also contributed 
approximately 2% to our net 
sales growth of laboratory-

related products and 
services.

Contribution to 
Net Sales

The Troemner acquisition 
contributed about 1% to that 

growth

The Troemner acquisition
contributed approximately 
1% to local currency sales 

growth in the quarter

The Troemner acquisition 
contributed approximately 
1% to local-currency sales 

growth

Excluding the impact of the 
Troemner acquisition, our organic 

local currency sales growth was 
approximately 8.5%

-- --

Contribution to 
Americas Segment

America's growth excluding 
Troemner was about 6%

The Americas growth, 
excluding Troemner, was flat

with the prior year

Growth in the Americas 
benefited by 3% from the 

Troemner acquisition

Growth in the Americas benefited 
by approximately 3% from the 

Troemner acquisition. For the first 
six months, growth in the Americas 
benefited by 3% due to Troemner

-- --

Contribution 
to Lab Segment

Lab had good growth with local 
currency sales growth of 9%, of 

which approximately 2% was 
from Troemner

[Quarter] Laboratory had 
good growth with local 

currency sales growth of 8%, 
of which approximately 2% 

was from Troemner.

Troemner benefited from –
benefited our Lab growth by 

approximately 3%.

Troemner benefited the lab growth 
by about 3%. Similar to what we 

had in the quarter, Troemner 
benefited lab growth by 3% for the 

first half.

-- --

Troemner / BiotixIncludes Troemner 

Co
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l
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Note: Style Change
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Irreconcilable Treomner Results 

Based on disclosures made by Mettler related to net sales contribution from Troemner and contribution to the Lab segment 
growth, we cannot reconcile its total contribution. Mettler would then acquire Biotix in Q3’17, thus making it difficult to 

evaluate the full year contribution of Troemner post acquisition. This appears to be a classic red flag cover-up.

$ in mm Q3’16 Q4’16 2016 Q1'17 Q2’17 Q3’17

Total Net Sales $650.6 $709.7 $2,508.3 $594.6 $653.7 $650.6 

% Troemner of Net Sales 1% 3% 1% 1% -- --

Est Troemner Sales $6.5 $18.6 $25.1 $5.9 -- --

Source: Mettler 10-K and 10-Qs and previous slide disclosures
1) Prior to 2017, Lab revenues implied from earnings presentations that presented Lab revenues as a % of Total Net Sales
2) Per the 10-K p. 32
3) Conflict between conf call (3%) and SEC filing (2%) so we use 2.5%. 

Troemner Acquired Q4 Implied

$ in mm Q3’16 Q4’16 2016 Q1'17 Q2’17 Q3’17

Lab Sales (1) $305.8 $354.9 $1,225.0 $297.3 $313.8 $335.4 

% of Total 47% 50% 49% 50% 48% 48%

Lab YoY Growth
From Troemner (4)
Ex: Troemner

17.7%
2.0%
5.7%

5.4%
2.0%
3.4%

6.1%
1.0% (2)

5.1%

12.4%
3.0%
9.4%

5.3%
2.5% (3)

3.3%
--

Lab Revenue: (ex: Troemner) $300.1 $348.1 $1,213.5 $289.4 $307.8 --

Est. Troemner Sales $5.7 $6.7 $11.5 $7.9 $7.5 --

Troemner Acquired
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Acquires Biotix

https://www.sec.gov/Archives/edgar/data/1037646/000103764617000004/mtd_10kx12312016.htm
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Biotix Botched Acquisition

Commentary from the Q3’17 earnings conference call in Nov 2017 about the acquisition of Biotix illustrates it 
produced $35m and was growing 10%-12% according to the former CFO. The deal included a contingent payment of  
up to $65m based on earnings thresholds in 2018 and 2019. Mettler valued the contingent consideration at $30.7m as 

a liability on its balance sheet at 12/31/17.(1)

“Let me now make a few comments on the acquisition of Biotix, which we completed in the third quarter. Biotix 
manufactures and distributes plastic consumables associated with pipettes including tips, tubes and reagent 
reservoirs used in the life science market. Biotix's annual sales of approximately $35 million, we paid $105 million 
or approximately 10 times EBITDA for the business”

“I would say it was in the 10% to 12% range. I think, if you count year-to-date through, let's say, last 12 month, the 
LTM ended September 30, and 2016, you probably get numbers in that range.”

“Thanks. And just one last quick one for context on Biotix. Could you give us what was the historical growth rate for 
the business maybe for the last two or three years?”

Analyst 
Zach 

Wachter

CFO 
Donnelly

CFO 
Donnelly

1. 2017 10-K, Note 3 Acquisitions

https://www.sec.gov/Archives/edgar/data/1037646/000103764618000006/mtd10k12312017.htm
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Acquisition Contribution Disclosures 
Difficult To Interpret For A Reason….

Notice how Mettler’s 2018 annual report obfuscates the Q4’18 impact of Biotix, by referencing its performance with 
Troemner. Troemner was acquired in August of 2016, so why is Mettler mixing its contribution with Biotix almost 

2.5 years later?

Contribution Q3 2017 2017 Q1 2018 Q2 2018 Q3 2018 2018

Contribution to 
Net Sales

The Biotix and Troemner 
acquisitions contributed 

approximately 1% to our net 
sales for the three and nine 

months ended September 30, 
2017

The Biotix and 
Troemner acquisitions 
contributed 1% to our 

net sales in 2017

The Biotix acquisition 
contributed 

approximately 1.5% to 
local currency net sales 

for the three months 
ended March 31, 2018

The Biotix acquisition 
contributed 

approximately 1.5% to 
local currency net sales 
for both the three and 
six months ended June 

30, 2018

The Biotix acquisition 
contributed 

approximately 1% to 
local currency net sales 
for the three and nine 

months ended 
September 30, 2018

The Biotix and Troemner 
acquisitions contributed 

approximately 1% to local 
currency sales in 2018 and 

2017

Contribution to 
Americas Segment

The Biotix and Troemner 
acquisitions contributed 

approximately 2% to net sales in 
the Americas for the three and 
nine months ended September 

30, 2017

The Biotix and 
Troemner acquisitions 

contributed 
approximately 2% to 

net sales in the 
Americas during 2017.

The Biotix acquisition 
contributed 

approximately 2.5% to 
our local currency net 

sales growth in the 
Americas

The Biotix acquisition 
contributed 

approximately 2.5% to 
our local currency net 

sales growth in the 
Americas for both the 
three and six months 
ended June 30, 2018

The Biotix acquisition 
contributed 

approximately 1% and 
2% to our local currency 
net sales growth in the 
Americas for the three 

and nine months ended 
September 30, 2018

The Biotix and Troemner
acquisitions contributed 

approximately 1% and 2% to 
net sales in the Americas 

during 2018 and 2017, 
respectively

Contribution to 
Product Sales

The Biotix and Troemner 
acquisitions contributed 

approximately 1% to our net 
sales of product for the three and 

nine months ended September 
30, 2017

The Biotix and 
Troemner acquisitions 

contributed 
approximately 2% to 

our net sales of 
products during 2017

The Biotix acquisition 
contributed 

approximately 2% to our 
net sales of products for 

the three months 
ended March 31, 2018

The Biotix acquisition 
contributed 

approximately 2% to our 
net sales of products for 

both the three and six 
months ended June 30, 

2018

The Biotix acquisition 
contributed 

approximately 1.5% to 
our net sales of products 

for both the three and 
nine months ended 
September 30, 2018

The Biotix and Troemner 
acquisitions contributed 

approximately 1% and 2% to 
our net sales of products 

during 2018 and 2017

Contribution 
to Lab Segment

The Biotix and Troemner 
acquisitions also contributed 
approximately 2% to our net 
sales growth of laboratory-

related products and services for 
the three and nine months ended 

September 30, 2017

The Biotix and 
Troemner acquisitions 

also contributed 
approximately 2% to 

our net sales growth of 
laboratory-related 

products and services.

The Biotix acquisition also 
contributed 

approximately 3% to our 
net sales growth of 
laboratory-related 

products and services

The Biotix acquisition 
also contributed 

approximately 3% to our 
growth of laboratory 

products and services for 
both the three and six 

months ended June 30, 
2018

The Biotix acquisition 
also contributed 

approximately 2% to our 
growth of laboratory 

products and services for 
both the three and nine 

months ended 
September 30, 2018

The Biotix acquisition also 
contributed 

approximately 2% to our net 
sales growth of laboratory-

related products and 
services

Only 
disclosure that 
gives a clean 
Biotix sales 

contribution

No Mention of TroemnerIncludes Troemner Includes Troemner 

Source: Mettler 10-Q and 10-K filings
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Evidence of A Busted Deal

Putting a positive spin on an atrocious outcome. More evidence that Mettler, a company with a high precision ability to never
miss an earnings target, should be viewed skeptically. Mettler said Biotix had run rate revenues of $35m, with 10-12% growth, 
but we estimate $27.2m of revenues for 2018 (22% less). In Q4’18, when the old CFO Donnelly finally left, Mettler reversed the 

liability and booked a one-time gain.

$ in mm Q1'17 Q2'17 Q3'17 Q4'17 2017 Q1'18 Q2'18 Q3'18 Q4'18 2018

Total Net Sales $594.6 $653.7 $698.8 $778.0 $2,725.1 $660.8 $722.0 $734.8 $817.9 $2,935.5 

Lab Sales
% of Total (1)

$297.3
50% 

$313.8
48% 

$335.4
48% 

$412.0
53% 

$1,358.5
50% 

$345.2
52% 

$361.7
50% 

$369.0
50% 

$428.7
52% 

$1,504.6
51% 

YoY Lab Sales Growth
From Biotix 
Ex: Biotix

-- --

Cannot Estimate Biotix Contribution 
From Disclosures That Report Both 

Biotix and Troemner 
Combined Impact

16.1%
3.0%

13.1%

15.3%
3.0%

12.3%

10.0%
2.0%
8.0%

4.1%
0.5%
3.6%

10.8%
2.0%
8.8%

Lab Revenue 
(ex: Biotix) -- -- $336.2 $352.3 $362.3 $426.7 $1,477.4 

Est. Implied 
Biotix Revenue -- -- $9.0 $9.5 $6.7 $2.0 $27.2 

Large revenue collapse in 
Q4’2018. Total revenues 

substantially less than $35m 
cited at time of acquisition

Source: Mettler 10-K and 10-Qs

1) 2018 Lab revenues as presented in SEC filings. Prior to 2017, Lab revenues implied from earnings presentations that 
presented Lab revenues as a % of Total Net Sales

Reported EPS included a $0.75 ($18.7m) acquisition gain related to our earn-out accrual with Biotix…The Biotix acquisition 
was structured with a large potential earn-out component. While we are very pleased with the Biotix acquisition and 
expect their operating profit to grow by more than 35% in the first two years, they fall short of the earn-out level. As a 
result, we recorded a one-time, non-cash gain to reverse a significant portion of the original amount.

CFO 
Vadala
Q4’18 

Conf Call

Biotix Acquired



Major Concerns In China After 
On The Ground Investigation
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Straight From The Horse’s Mouth

“In terms of profitability, we make very good money in China, somewhat above our 
corporate average. So we feel very good about not only the growth, but also the 
profitability there as well too. And I'd say that our Chinese organization is a very 
strong organization, it's a very strong team not from the leadership level all the way 
down, 15 of our of our top executives there -- out of the top 15 executives, 14 of them 
are Chinese nationals, they've been very long tenured with the organization.”

CFO
BofA/ML 

Conference
May 5, 2019

The CFO is on public record stating that China’s profitability is above its corporate average and it feels good about 
growth and profitability there.  Our on the ground research suggests a markedly different story.  
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Concerns Identified From China As 
Depicted In Mettler’s SEC Filings

We observe significant red flags in Mettler’s SEC reported Chinese Operations segment. Our biggest concerns: two unexplained 
restatements boosting segment margins, unaccounted cash, and total asset growth since 2015 of 144% vs. 30% sales growth. 

Pre-Restatements Post Two Segment Restatements (1,2)

$ mm 2013 2014 2015 2014 2015 2016 2017 2018

Total Net Sales
% growth

$556.2
0.1% 

$571.2
2.7% 

$559.9
-2.0% 

$579.6
--

$591.2
2.0% 

$606.3
2.6% 

$685.5
13.1% 

$767.6
12.0% 

To other segments $149.1 $155.7 $183.6 $164.1 $214.9 $219.8 $232.9 $242.5 
Net Sales 
(external customers)
% growth

$407.1
-5.8% 

$415.5
2.0% 

$376.3
-9.4% 

$415.5
2.0% 

$376.3
-9.4% 

$386.5
2.7% 

$452.6
17.1% 

$525.1
16.0% 

Segment Profit *
% margin
% growth

-- -- --
$163.8
39.4%

--

$165.5
44.0%
1.0% 

$187.9
48.6%
13.5% 

$231.9
51.2%
23.4% 

$270.7
51.5%
16.7% 

Segment Profit *
% margin
% growth

$152.5
37.4%
21.8% 

$160.8
38.7%
5.5% 

$153.3
40.7%
-4.7% 

-- -- -- --

Segment Profit (3)
% margin
% growth

$122.2
30.0%
-2.4% 

$132.5
31.9%
8.4% 

-- -- -- -- -- --

Depreciation $6.5 $6.7 $7.1 $6.7 $7.1 $6.9 $7.2 $7.9 
Capex

% of Total Sales
$6.2
1.1% 

$19.8
3.5% 

$14.8
2.6% 

$19.8
3.4% 

$14.
2.5% 

$16.3
2.7% 

$13.2
1.9% 

$13.2
1.7%

Capex/Depreciation 0.95x 2.93x 2.08x 2.93x 2.08x 2.37x 1.85x 1.68x

PP&E, net $74.5 $83.4 $82.5 $83.4 $82.5 $83.7 $92.3 $87.6 

Total Assets $731.7 $816.8 $510.3 $813.1 $506.4 $702.6 $1,068.8 $1,237.2 

China Cash At Subs $64.4 $46.3 $39.0 $46.3 $39.0 $103.0 $101.0 $145.0 

% of Total Cash/Equiv. 57.6% 54.3% 39.4% 54.3% 39.4% 64.9% 67.9% 81.4%

Source: Mettler 10-K reports. * Segment margin calculated as Segment Profit / Net External Sales
1) In 2016 10-K "2015 and 2014 net sales and segment profit have been reclassified to conform to the current period."
2) In 2015 10-k "2014 and 2013 segment profit between the U.S., Swiss, and Chinese Operations has been reclassified to conform to the current period."
3) Revisions made between 2015 and 2014 annual report

Increasing rapidly

Not growing much despite 
capex 2x depreciation

Capex/Sales ratio below 
corporate total of 4.8%

Multiple restatements 
(without explanation) 
each time boosting 

margins a major 
red flag

Note Total Asset revision 
2014/15. Big asset drop, 
yet no sale or impairment 
recorded? Assets +144% 
since 2015, Sales +30%

Note: Intersegment 
revision changes to 

revenues without 
explanation
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China Mettler-Toledo (Changzhou) 
Scale & System Ltd

Rev: RMB 87m

Mettler-Toledo (HK) 
MTCN Limited

Share Capital Paid in 
HKD 80m

Mettler-Toledo (HK) 
Holding Company

Share Capital Paid in 
HKD 77m

Mettler-Toledo (HK) 
MTCS 

Share Capital Paid 
in HKD 125 m

China Mettler-Toledo 
Instruments (Shanghai) Co., Ltd

Rev: RMB 677m

Ohaus Hong Kong Ltd 

Share Capital Paid in 
HKD 77m

China Ohaus Instruments 
(Changzhou) Co. Ltd

Rev: RMB 302m

China Mettler-Toledo 
(Changzhou) Precision 
Instruments Ltd.

Rev: RMB 503m

Mettler-Toledo (HK) 
MTCZ Limited

Share Capital Paid in 
HKD 70m

Mettler-Toledo (HK)  
Limited

Share Capital Paid 
in HKD 1,893m

China Mettler-Toledo 
(Changzhou) Measurement 
Technology Ltd

Rev: RMB 1,907m

China Ohaus International 
Trading (Shanghai) Co., Ltd.

Rev: RMB 79m

China Mettler-Toledo
International Trading 
(Shanghai) Co., Ltd

Rev: RMB 3,158m

China Mettler-Toledo 
Measurement Instrument 
(Shanghai) Co., Ltd.

Rev: RMB 1,652m

China Mettler-Toledo 
(Chengdu) Scale & 
System Ltd.

Rev: RMB 84m

Ohaus Instruments 
Shanghai Ltd

Rev:  Zero

Mettler-Toledo 
Ltd (Australia) 

Rev: AUD 60m

Our Best Understanding of Mettler’s 
China Corporate Structure

Source: Hong Kong, Australian and Chinese tax filings
Mettler subsidiary list

China

Hong 
Kong

Australia

China

Sixteen entities tied to China (18%)  vs. (twenty in the U.S. (34%)  and twelve to Switzerland (5%)  illustrates the relative organizational 
complexity level to external sales.  

Mettler-Toledo GmbH

https://www.sec.gov/Archives/edgar/data/1037646/000103764619000010/mtd_exhibit2112312018.htm
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China As Depicted In Tax Filings: 
A Vastly Different Story….

Chinese Name 梅特勒-托利
多仪器（上
海）有限公

司

梅特勒-托利
多国际贸易
（上海）有
限公司

梅特勒-托利多
（常州）测量
技术有限公司

梅特勒-托利
多（常州）
称重设备系
统有限公司

梅特勒-托
利多（常州）
精密仪器有
限公司

梅特勒托利
多测量设备
（上海）有

限公司

梅特勒－
托利多

（成都）
称重设备
系统有限

公司

奥豪斯仪器
（上海）有

限公司 奥豪斯仪器
（常州）有

限公司

奥豪斯国际贸
易（上海）有

限公司

Total Across 
Subsidiaries

(A)

China 
Segment 
Disclosed

Consolidated 
Amount Per 

SEC 10-K
(B) (A/B)

US Name

China 
Mettler-
Toledo 

Instruments 
(Shanghai) 
Co., Ltd.

China 
Mettler-
Toledo 

International 
Trading 

(Shanghai) 
Co., Ltd.

China Mettler-
Toledo 

(Changzhou) 
Measurement 
Technology 

Ltd.

China 
Mettler-
Toledo 

(Changzhou)
Scale & 

System Ltd.

China 
Mettler-
Toledo 

(Changzhou) 
Precision 

Instruments 
Ltd.

China 
Mettler-
Toledo 

Measurement 
Instrument 
(Shanghai) 

Co., Ltd

China 
Mettler-
Toledo 

(Chengdu) 
Scale & 

System Ltd.

Ohaus 
Instruments 
(Shanghai) 

Co. Ltd.

China Ohaus 
Instruments 
(Changzhou) 

Co. Ltd.

China Ohaus 
International 

Trading 
(Shanghai) Co., 

Ltd.

Cash $10.5 $22.8 $2.3 $25.3 $28.9 $3.0 $0.0 $0.0 $32.5 $0.4 $126.1 $145.0 $178.1 71%

Inventories $22.5 $6.2 $16.4 $3.6 $4.0 $9.4 $0.0 $0.0 $2.8 $0.3 $61.6 -- $268.8 23%

Accounts  
Receivables $16.8 $57.6 $34.4 $0.4 $9.4 $41.8 $0.0 $0.0 $4.3 $0.0 $164.7 -- $535.5 31%

Fixed Assets $3.0 $3.0 $34.1 $1.7 $9.6 $0.0 $0.0 $0.0 $0.8 $0.1 $52.3 $87.6 $717.5 7%

Total Assets $70.0 $168.7 $113.2 $29.3 $57.7 $54.3 $13.2 $7.6 $42.3 $9.3 $564.7 $1,237.2 $2,618.8 24%

Accounts Payable $4.2 $42.5 $33.7 $0.0 $5.1 $40.0 $0.0 $0.0 $4.7 $0.0 $129.6 -- $196.6 66%

Note: Converted at 6.8 $/RMB
All are official tax filings except for Mettler-Toledo (Chengdu) Scale & System Ltd. which is SAIC. Total assets are small and does not appear a significant entity
China Mettler-Toledo (Changzhou) Scale & System Ltd. 2018 results estimated based on 2017 results

A hallmark of inflated profits is inflated assets. Through a Chinese attorney our investigators obtained the recent tax fillings for 
Mettler’s 10 China subsidiaries. We find Mettler’s assets in China as depicted from tax filings are materially lower than assets

depicted at the consolidated level in Mettler’s SEC reporting. We also could not account for some of its cash. 

Key China Asset Balances



91

China As Depicted In Tax Filings (Cont’d)

We are able to match Mettler’s Total Net Sales in China by removing the effect of the Shanghai International Trading 
and Shanghai Measurement Instruments entity. However, the margins that Mettler depicts appear to be much lower 

than in the SEC filings.

Chinese Name
梅特勒-托利
多仪器（上海）

有限公司

梅特勒-托利
多国际贸易
（上海）有限

公司

梅特勒-托利多
（常州）测量
技术有限公司

梅特勒-托
利多（常州）
称重设备系
统有限公司

梅特勒-托
利多（常州）
精密仪器有

限公司

梅特勒托利
多测量设备
（上海）有

限公司

梅特勒－
托利多
（成都）
称重设备
系统有限

公司

奥豪斯仪器
（上海）有

限公司 奥豪斯仪器
（常州）有

限公司

奥豪斯国际贸
易（上海）有

限公司

Total Across 
Subsidiaries

(A)

Less:
Trading 

Shanghai 
Companies

(B)

= (A-B) 
China
Net

China 
Total 

Net Sales 
Disclosed In 

SEC 
Segment 

Reporting

US Name
China 

Mettler-
Toledo 

Instruments 
(Shanghai) 
Co., Ltd.

China 
Mettler-
Toledo 

International 
Trading 

(Shanghai) 
Co., Ltd.

China Mettler-
Toledo 

(Changzhou) 
Measurement 
Technology 

Ltd.

China 
Mettler-
Toledo 

(Changzhou) 
Scale & 
System 

Ltd.

China 
Mettler-
Toledo 

(Changzhou) 
Precision 

Instrument
s Ltd.

China 
Mettler-
Toledo 

Measurement 
Instrument 
(Shanghai) 

Co., Ltd

China 
Mettler-
Toledo 

(Chengdu) 
Scale & 

System Ltd.

Ohaus 
Instruments 
(Shanghai) 

Co. Ltd.

China Ohaus 
Instruments 
(Changzhou) 

Co. Ltd.

China Ohaus 
International 

Trading 
(Shanghai) 

Co., Ltd.

Revenues $99.7 $464.5 $280.5 $0.4 $74.1 $243.1 $12.5 $0.0 $44.4 $11.7 $1,231 ($543) $688 $767.5

Operating Profit $33.9 $60.6 $71.0 ($0.2) $33.0 $6.7 $1.2 $0.0 $11.5 $0.6 $218.4 $270.6

% Margin 34% 13% 25.3% (-40.3%) 44.6% 2.8% 9.6% 0% 26% 4.7% 17.7% 20.5% 35.3%

Note: Converted at 6.8 $/RMB for 2018
All are official tax filings except for Mettler-Toledo (Chengdu) Scale & System Ltd. which is SAIC. Total assets are small and does not appear a significant entity
China Mettler-Toledo (Changzhou) Scale & System Ltd. 2018 results estimated based on 2017 results

Key China Income Statement Measures

We cannot 
reconcile $52m
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Our Best Estimate of Sales And 
Operating Profit Margin Inflation

Our best estimate, we cannot reconcile $59m and $79m of sales in 2017 and 2018. As a result, we cannot reconcile and 
estimate operating profit margin inflation of $42 and $52m in 2018.

$ mm

Mettler Reported Sales (SEC Segment) China Reported Sales ($m)
Estimated 
Variance

Net Sales To 
External 

Customers

Net Sales To 
Other Segments Total Net Sales

Net Sales To 
External 

Customers

Net Sales To 
Other 

Segments
Total Net Sales

2018 $525 $242 $768 $445 $243 $688 $79

2017 $453 $233 $685 $393 $233 $626 $59

China Mettler-Toledo 
International Trading 
(Shanghai) Co., Ltd.

China Mettler-Toledo 
Measurement Instrument 

(Shanghai) Co., Ltd

Subsidiary

Mettler-Toledo Trading 
Companies in China

Mettler-Toledo Entities 
Outside China

Sales of this company approximately 
match Net Sales To Other Segments 

In SEC Filings 

92% of Sales Costs 
Recorded In China Flow 

Through This Entity

Mettler-Toledo Entities 
Outside China

8 Other China Subsidiary 
Companies 
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More Evidence That China May Not Be 
As Profitable As Claimed…..

Spruce Point observes that for the first time in 2018, Mettler provided detail on its product and service mix by geographic region.
Historically, service revenue as % of total external revenue has been consistent at 21% - 22%. We observe that the only region 

where this doesn’t hold true is in China. The service and product mix is closer to 10% / 90%. Services are high margin, recurring 
revenue. Job openings on Mettler’s career sight indicate that 21% of openings are service and support. Thus, it’s possible Mettler 

earns lower service revenue, but still absorbs the cost in China, resulting in lower margins. In addition, it uses distributors to cover 
the country, which even it admits, is for “less complicated products”. Shouldn’t less complicated products make lower margin?

China Job Opening Openings % of Total

Sales 17 29%
R&D 15 26%
Customer Support/Service 12 21%
Marketing 8 14%
Production 3 5%
IT 3 3%

Total 58 100%

Source: Mettler career search as of 7/14/19

“Our products are sold through a variety of distribution channels. 
Generally, more technically sophisticated products are sold through 

our direct sales force, while less complicated products are sold 
through indirect channels. Our sales through direct channels exceed 

our sales through indirect channels.” 2018 10-K p.8

• Mettler has some internal sales engineers as indicated by 
job openings on its career search website, yet some are 
tasked with managing distributor relations

• Mettler uses regional distributors to cover the broad 
landscape of China’s many tiered cities

• Our investigative research indicates that Mettler uses 
upwards of 70 distributors

• Distributors can capture 20% - 45% of the margin 
• By Mettler’s own admission, less complicated products are 

sold through indirect channels
• This would support the view that Mettler China may not be 

as profitable as it claims

Mettler China Lacking Its Proportion of High Margin Service 
Revenue In China, Yet Incurs Cost For Service And Support

Mettler China Uses Many Distributors. It admits Less 
Complicated Products Are Sold Indirectly

https://careers.mt.com/careers/
https://www.sec.gov/Archives/edgar/data/1037646/000103764619000010/mtd_10kx12312018.htm
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Results of Local China Survey Show 
Looming Weakness…

A small insightful survey of China distributors shows significant local competition, and revenues expected to decline mid single digits.

Tier 2 (North China) Tier 3 (North China) Tier 3 (East China) Tier 3 (East China) Tier 4 (North China) Tier 4 (East China) Tier 3 (East China)

Sales To Industry 80% 90% 66% 100% 50% 90% 90%

Sales To Lab No Response 5% 34% 0% 50% 10% 10%

Sales of Software/Services 3% 3% 5% 1.50% 5% 11% 5%

2017 Sales (RMB, mil) (1) 7.5 9.0 12.0 0.4 5.0 11.0 15.0

2018 Sales (% growth) 10.0 (+33%) 12.0 (+33%) 11.0 (-8%) 0.4 (0%) 5.5 (+10%) 12.0 (+9%) 21.0 (+40%)

2019E Sales (% growth) 4.5  (-55%) 8.0 (-33%) 11.0 (0%) 0.4 (+0%) 6.0 (+9%) 13.0 (+8%) 20.0 (-5%)

Do You Seller 
Mettler Products? Yes Yes Yes Yes Yes Yes Yes

Are You an Exclusive Mettler 
Distributor? No No No No No No No

Do You Have 
Pricing Power? +2.5% +3.5% +3.0% +3.5% +7.5% +4.0% +10.0%

Average distributor purchase 
price ( % of final price)

70% 70% 70% 65% 80% 70% 65%

Largest end markets Metallurgy, pharmaceuticals 
and food is half of our business. 

Heavy industry 70%, 
Chemicals 20%

Equipment to go on 
machinery is 50%, 

environmental equipment 
and pharmaceutical

Industry and laboratory
Steel, chemicals, and 

coal are the largest and 
take up 60%, 

Pharmaceutical, 
environment, chemical 
they account for 50%

Pharmaceutical, 
chemical, steel, account 

for 50%, 

Strong End Markets Pharmaceuticals, food and 
chemicals Pharmaceuticals and food Components for 

machinery is expanding

Laboratory and sensor 
systems for industrial 
automation growing

Pharmaceuticals is 
expanding rapidly

Environmental 
equipment (power 

stations using waste)
No Response

Weak End Markets Metallurgy 
(was 50% of sales) Heavy industry

Car components and 
electronics are down, due 

to competition.

Chemicals and steel 
declining No Response

Cement, steel and 
coking coal are going 

down. 

Agriculture,  food 
processing, 

pharmaceuticals, 
lithium battery 

Main competitors
Sartorius (50% of pharma), 
Jinzhong, Chongqing Data Jinzhong, Zongjli

Sartorius, Siemens, HBM, 
CN-Cells, CMCRI, Transcell 

and Keli Sensing

HBM, Keli, China 
Aviation Technology Sartorius Sartorius Sartorius, Jinzhong, Keli 

and Hongshida

How are competitors 
performing? 

Large customers use MTD, small 
customers use domestic brands 

that are 50% lower in price. 

Jinzhong has been 
discounting and has 
strong sales growth. 

Jinzhong is about 25% 
cheaper than MTD. 

Foreign competitors 
Siemens and HBM are 10% 

cheaper and fill orders 
faster

HBM growing at the 
same rate as MTD. HBM, 
Keli and China Aviation 

have better products for 
parcel logistics 

companies. Keli's 
sensors are 25% of the 
price of MTD sensors. 

Competition is in the 
low end market

Domestic brand prices 
are only 20-25% of MTD 

price

There are many 
competitors catching 
up with lower R&D 

costs and prices that 
are 1/3 of MTD. 

1) Total sales of the distributor, including Mettler and other products sold



95

Results of Local China Survey Show 
Looming Weakness (Cont’d)…

Tier 2 (North China) Tier 3 (North China) Tier 2 (South China)
Sales To Industry 80% 90% 70%

Sales To Lab 20% No Response 25%

Sales of Software/Services 5% 10% 5%

2017 Sales (RMB, mil) (1) 9 50 80

2018 Sales (% growth) 11 40 80

2019E Sales (% growth) 11.2 (1.8%) 40 (0%) 80 (0%)

Do You Seller
Mettler Products? Yes Yes Yes

Are You an Exclusive Mettler Distributor? Yes Yes Yes
Do You Have 
Pricing Power? 6% 5% 5%

Average distributor purchase price 
( % of final price) 51% No response No response

Largest end markets Metallurgy and steel 40%, Food 20% Chemical 40% Pharma 30% Machinery 30% Metallurgy 20%

Strong End Markets Food, pharma, high end chemicals Pharma Automation

Weak End Markets Fertilizer, construction (cement) Chemical TV screen producers

Main competitors Sartorius (Lab 40%) Jinzhong Keli, Jinzhong, Sartorius

How are competitors performing? Sartorius has price and tech advantage, 
domestic brands are 20% of MTD price Jinzhong doing well Keli,30% of MTD price Jinzhong 45%, 

Sartorius 80% of MTD price

1) Total sales of the distributor, including Mettler and other products sold
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Sales Falling For Local China Competitor

Market insights from China domestic competitor Keli Sensing Technology, set to IPO in Shanghai.

RMB mm 2018 2019

1H 2Q 1Q 1H 2Q 1Q

Revenues 320 195 125 333 to  368 183 to 218 150

Growth 3% 3% 5% 4 – 15% -6% - 12% 20%

Source: IPO prospectus, P. 21  (news)
Company website

• Keli Sensing, a domestic competitor of Mettler, is in the 
final stags of listing on the Shenzhen stock exchange 

• Keli estimated in June that sales in 2Q 19 may fall 6% 
after growing by 20% in 1Q

• A sales person from the other key domestic rival Jinzhong 
(private), told us that sales have been poor in the industry 
for the last few years. The key reason is sales to steel 
and mining sector are falling 

• The replacement cycle was 3-5 years, but now with those 
sectors facing difficulty they are replacing at a much 
slower rate 

Keli Sensing (Shenzhen 603662) Revenue Summary

[U.S.] Vishay, [German] HBM, and Mettler-Toledo 
are examples of internationally dominant players

International competitors are increasing the 
movement of manufacturing to China, and this is 

adding market competition risk.

https://sg.news.yahoo.com/brief-keli-sensing-technology-ningbo-002548897.html
http://en.kelichina.com/index.asp
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Mettler’s SEC disclosures says it owns two facilities in Shanghai, yet only one is an operating facility identified on its China website.(1) In 
years past, Mettler disclosed the function of each facility, but stopped this practice post 2000. Curiously, Mettler also stopped disclosing its 

Melbourne, Australia facility. The Melbourne facility still exists, but does not show much of a profit, and is curiously owned by a China entity. 

A Look At Shanghai And Australia

Mettler Disclosure of Shanghai Properties (2018)

Mettler Disclosure of Shanghai and Melbourne Properties (1999)

Source: 10-K

Source: 10-K

Source: Google maps and Mettler

Mettler Melbourne Still Exists….

Mettler Australia Owned By China Entity?

Mettler Australia Makes Little Profit ….

Source: Australian Business Registry

?

1) Mettler website lists 589 Guiping Road, Shanghai, 200233

?

https://www.sec.gov/Archives/edgar/data/1037646/000103764600000004/0001037646-00-000004.txt
https://www.sec.gov/Archives/edgar/data/1037646/000103764619000010/mtd_10kx12312018.htm
https://www.mt.com/au/en/home/site_content/contact_us.html
https://www.mt.com/cn/zh/home/site_content/contact_us.html
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C, 3rd Floor, No. 456 Fu Te North Road, 
Free Trade Zone, Shanghai, China

This is the highest revenue Mettler-
Toledo company in China with 38%, or  

$464m in revenue, and it has an incorrect 
address. Our investigators visited the 3rd

floor and found one abandoned company 
and one in operation, but no evidence of 
Mettler-Toledo. Investigators spoke with 
three building security staff and no one 

had heard of the company. Its subsidiary, 
China Mettler-Toledo (Changzhou) 

Measurement Technology Ltd, that has 
20% of China revenue, also does not 

exist at its registered location

SAIC Record: 
China Mettler-Toledo International 

Trading (Shanghai) Co., Ltd.

Meet Mettler-Toledo International Trading in Shanghai, which has a demonstrably incorrect address with an empty office. 

Northern tower, 3rd Floor
Netzsch Instruments

Southern tower, 3rd Floor
China Auto Consumer Network 
Office, Locked and Abandoned. 

Mettler’s Largest China Entity By Revenue 
Has An Incorrect Address
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Part B, Unit 3, Building 3, 122 
Gangmao Road, China (Shanghai) 

Pilot Free Trade Zone

This entity has 20% of Mettler’s 
China revenue, $243m, and has no 

operations at its registered 
address.  

Our investigators spoke with two 
security guards at the gate, and 
neither person has ever heard of 

Mettler-Toledo. 

SAIC Record: 
China Mettler-Toledo International 

Trading (Shanghai) Co., Ltd.

Meet China Mettler-Toledo Measurement Instrument (Shanghai) Co., Ltd, another demonstrably incorrect address.

(Top) Sign for building 3 and Sign Board At 
The Front of the Building – No Mettler

(Bottom) Guard Room At Gate

Mettler’s Third Largest China Entity By 
Revenue Has An Incorrect Address
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Meet Mettler-Toledo (Hong Kong) Ltd – a fashion center with garbage outside – and only one employee listed on LinkedIn, who 
has been working there for six years, yet has only 18 industry connections.(1) Is this really an entity that has $242m of capital? 

Does This Look Like A Place A $20bn+ 
Professional Organization Should Be Registered 
To Do Business And Record $242m of Assets?

Is Mettler Hiding $242m of Inflated 
Assets In Hong Kong?

Mettler-Toledo (Hong Kong) Ltd
Registered Address: 

Unit 503-4, 5/F, Fashion Centre, 51-53 Wing Hong Street, 
Cheung Sha Wan, Kowloon, Hong Kong.

HK Document Filing Effective 
Date

Reporting 
Date

Increase in Share 
Capital HKD

Share Capital 
HKD

Share Capital 
US$

Alteration of Share Capital 18-Dec-17 24-Jan-18 316,460,732 1,893,838,229 $242,488,890 

Alteration of Share Capital 23-Oct-17 23-Nov-17 160,254,225 1,577,377,497 $201,968,950 

Alteration of Share Capital 25-Sep-17 27-Oct-17 160,524,557 1,417,123,272 $181,449,843 

Alteration of Share Capital 16-Jun-17 31-Jul-17 363,450,717 1,256,598,714 $160,896,122 

Alteration of Share Capital 13-Dec-16 20-Apr-17 534,690,239 893,147,997 $114,359,539 

Alteration of Share Capital 14-Sep-16 20-Apr-17 358,357,757 358,357,757 $45,884,476 

Annual Report 20-Jul-16 5-Aug-16 100,000 $12,804 

Source: Hong Kong Company Registry for Mettler-Toledo (Hong Kong) Ltd 

1) Sole employee listed on LinkedIn

• Mettler-Toledo (Hong Kong) Ltd appears to be a shell company in 
Hong Kong with no subsidiary in China or operations in Hong Kong

• Formerly named “Fort Knox Ltd”
• Share capital jumped from $12,804 to $114m in 2016 and not 

recorded until 7 months later
• Share capital jumped $128m in 2017 to $242m 
• Records show capital being injected from the sole shareholder 

Mettler-Toledo GmbH (Switzerland)
• According to Mettler’s website, its Hong Kong operating business is 

conducted under Mettler-Toledo (HK) MTCN Limited

Source: Google maps

https://www.cr.gov.hk/en/home/index.htm
https://www.linkedin.com/in/chow-billy-50a23758/
https://www.mt.com/hk/en/home/site_content/contact_us.html


101

Assuming Mettler made the $242m of permanent capital injection into the HK entity, our working theory is that it would have 
experienced a capital shortfall and needed to raise more debt. However, the fact that it did not suggests it maybe shuffling the

money around internally, potentially to show auditors in China evidence of accumulated profits.

Where Is The Money Coming From?

$ in mm 2016 2017 2018 3 Yr Total

Operating Cash Flow $460.8 $516.3 $565.0 $1,542.1 
Less: Capex ($124.0) ($127.4) ($142.7) ($394.1)
Free Cash Flow $336.8 $388.9 $422.3 $1,148.0 

Less: M&A spend ($111.4) ($108.4) ($5.5) ($225.4)

Less: Net Share Repurchase ($474.5) ($371.3) ($450.4) ($1,296.3)

Less: HK Subsidiary Investment ($114.4) ($128.1) $0.0 ($242.5)

Funding Deficit ($363.5) ($219.0) ($33.6) ($616.1)

Net Borrowing $311.0 $51.8 $62.4 $425.2 

Total Funding Deficit (Surplus) ($52.5) ($167.2) $28.7 ($190.9)

Total Cash and Equivalents $158.7 $148.6 $178.1 

Less: Cash in China $103.0 $101.0 $145.0 

Free and unrestricted cash $55.7 $47.6 $33.1 

Source:  Mettler financials
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What Would Motivate Mettler To Become 
More Aggressive In HK/China?

Source: Panjiva records between Mettler (US) and Hong Kong and China

Post 2015
“During 2015, China, Russia, and Brazil accounted for 
18% of our sales to external customers and declined 

11% in local currencies as customer investments have 
slowed due to a variety of economic factors. In 

particular, Chinese market conditions continue to 
reflect overcapacity in certain end-user segments 

and a reduction of credit availability for many local 
Chinese customers.” 

“In September 2011, the Swiss National Bank 
established an exchange rate floor of 1.20 Swiss 
francs per euro which was abandoned in January 

2015. The Swiss National Bank's abandonment of the 
euro exchange rate floor resulted in an immediate 

strengthening of the Swiss franc against the euro and 
U.S. dollar.”

Source: Mettler 2015 10-K

2015 was a particularly difficult year for Mettler. It faced significant headwinds in the emerging markets, notably China, and the 
sudden revaluation of the Swiss Franc, its biggest currency exposure. Shipping records between China, Hong Kong, and the 
United States show a significant decline. This potentially could have been the trigger for more aggressive financial strategies.

https://www.sec.gov/Archives/edgar/data/1037646/000103764616000043/mtd_10kx12312015.htm
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Here’s our theory on what is happening:

Connection Between Hong Kong Capital 
And China Profits

$ in mm

2017 2018

China Tax Filings US SEC 
Filings Variance China Tax Filings U.S. SEC Filings Variance

Cash Reported $85 $101 $16 $126 $145 $19

Fixed Assets $48 $92 $44 $52 $88 $35

Total Assets $620 $1,069 $449 $565 $1,237 $672

Source: SEC and China Tax Filings

• Through a Chinese attorney our investigators obtained the recent tax fillings for Mettler’s 10 China subsidiaries 
• Total cash is $19m (13%) less in China than in SEC fillings
• Fixed assets is $35m (40%) less in China than in SEC fillings
• Total assets are $672m (54%) less in China than in SEC fillings
• We cannot entirely reconcile sales and find evidence to suggest potential margin overstatement of $50m. 
• We observe that Mettler’s China business came under severe stress in 2015, thus there is the potential for cumulative 

profit overstatement in the range of $200m (2015-18)
• The amount of capital transferred to the shell entity Mettler-Toledo (Hong Kong) Ltd is also in the same range at $242m
• By Mettler moving money into Hong Kong, it could potentially enable Mettler to pass an Audit by showing the cash
• It would appear the flow of funds between Switzerland and Hong Kong is temporary, and not permanent, as we estimate it 

would have had to raise more external capital
• Note: Mettler does not disclose interest income in its consolidated results, making it difficult to sanity check returns on 

cash. The last time it disclosed interest income was in 1998, right before current auditor PwC took control(1)

1. 1998 10-K, p. Note 14: “Interest income for the year ended December 31, 1995,  for the period January 1, 1996 to October 14, 1996, for the period  October 15, 1996 to 
December 31, 1996 and for the year ended December  31, 1997 was  $(5,388), $(3,424), $(1,079)  and  $(1,832), respectively”

https://www.sec.gov/Archives/edgar/data/1037646/0000895345-98-000141.txt
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Our concerns about the closeness of PwC with Mettler have already been discussed. 

Of Course PwC Audits China, And Mettler 
Employs Former People From PwC

Source: PCAOB

Source: LinkedIn

https://pcaobus.org/form-ap-filings/33993/33993
https://www.linkedin.com/in/elaine-yiren-li-98b64289/


Evidence To Suggest Mettler’s CEO
Credentials Have Been Misrepresented
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CEO Concerns

Date CEO Bio Disclosure Concern

2002
10-K

Olivier A. Filliol has been Head of Process Analytics of the Company since June 1999. 
From June 1998 to June 1999 he served as General Manager of Hi-Speed Checkweigher 

Inc., a Company subsidiary in New York. From 1994 to April 1998, he was a Strategy 
Consultant with the international consulting firm Bain & Company working in the 

Geneva, Paris, London and Sydney offices.

First time his bio appeared. Notice the claim he worked in 
London for Bain

April 
2004
8-K

Olivier promoted: “Our product launches, including our new analytical and precision 
balances and related instrument-control software, are receiving strong customer 
acceptance. To continue to capitalize on our growth potential, we have appointed Olivier 
Filliol as leader of global sales, service and marketing. This change is aimed at further 
improving our customer orientation by developing and implementing new global 
marketing strategies." He added that Filliol joined the Company in 1998 and progressed 
through key assignments across the organization. Among others, he successfully led the 
Company's new market management initiatives.

Doesn’t say he would continue in his role as Head of Process 
Analytics. Furthermore, a few weeks after this 

announcement, Mettler delayed its 10-Q after receiving an 
“allegation from an employee”.  An audit committee 

investigation would commence. 

2007
10-K

Olivier A. Filliol has been President and Chief Executive Officer of the Company since 
January 1, 2008. Mr. Filliol served as Head of Global Sales, Service and Marketing of the 

Company from April 2004 to December 2007, and Head of Process Analytics of the 
Company from June 1999 to December 2007. From June 1998 to June 1999 he served as 
General Manager of the Company’s U.S. checkweighing operations. Prior to joining the 

Company, he was a Strategy Consultant with the international consulting firm Bain & 
Company working in the Geneva, Paris and Sydney offices.

Mettler mysteriously drops the claim he worked in London. 
Furthermore, it no longer mentions Hi-Speed Checkweigher, 
which for years later, would face environmental costs. It also 
claims he kept his role as Head of Process Analytics, though 

proxy statements and 10-K filings diverge on this point. 

Nov 2007
Succession 

Press 
Release

Olivier Filliol joined METTLER TOLEDO in 1998 and is currently responsible for the 
Company’s Global Sales, Service and Marketing operations, as well as the Company’s 

operations in China. He also is the Division Head for the Process Analytics 
business. Before joining METTLER TOLEDO, he worked with the international consulting 

firm Bain & Company.

For the first time, Mettler also claims he ran the China 
operations. So by this time, Filliol is running global sales, 
service, marketing, process analytics, and Mettler’s key 
country? Does he speak Chinese? Our investigation into 

China shows significant financial concerns

Spruce Point has serious concerns about subtle revisions to the CEO’s biography, and the suggestion that he runs everything 
(sales, service, marketing, process analytics, China, etc). Separation of duty is an important control to prevent a CEO from 

exercising too much power within the organization. 

https://www.sec.gov/Archives/edgar/data/1037646/000089534502000103/tp10k.txt
https://www.sec.gov/Archives/edgar/data/1037646/000089534504000287/tppress.txt
https://www.sec.gov/Archives/edgar/data/1037646/000103764604000004/0001037646-04-000004-index.htm
https://www.sec.gov/Archives/edgar/data/1037646/000095015208001167/l29980ae10vk.htm
https://www.sec.gov/Archives/edgar/data/1037646/000089534507000567/tpex99_1.htm
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CEO Biography Discrepancy

Source: Proxy St. March 2003

Source: Employment Agreement, Exhibit 10.16

Why does Mettler claim Olivier was the Head of Process Analytics from 1999 when its own filings and employment agreement 
clearly show it was from 2001? 

https://www.sec.gov/Archives/edgar/data/1037646/000115697303000386/u45977def14a.htm
https://www.sec.gov/Archives/edgar/data/1037646/000089534502000103/ex10_16.txt
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Recent CEO Biographies

Source: Proxy St. March 2019

Source: Company website

Source: 10-K Feb 2019

Clearly Mettler has inconsistencies regarding the CEO’s role as Head of Process Analytics from 1999 – 2007 when 
his employment agreement and the proxy statement show he started in 2001. 

https://www.sec.gov/Archives/edgar/data/1037646/000117494719000373/c516044-def14a.htm
https://www.mt.com/us/en/home/site_content/aboutus/management2.html
https://www.sec.gov/Archives/edgar/data/1037646/000103764619000010/mtd_10kx12312018.htm
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CEO Biography Discrepancy

Source: Proxy St March 2006

The subsequent proxy statements do not state the Olivier was also the Head of Process Analytics, but rather state his role as Head 
of Global Sales, Service and Marketing.  

https://www.sec.gov/Archives/edgar/data/1037646/000095015206002118/l18712adef14a.htm


Governance Issues And Share 
Repurchase Enrichment of Insiders
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Wasteful And Excessive Cash Used To 
Purchase Stock At Inflated Value

Under CEO Filliol’s tenure, Mettler has shown it is the most aggressive company in its industry when it comes to share 
repurchases. We believe It has eschewed M&A, and used capex as means to inflate EBITDA, while using excessive 

cash flow to repurchase its stock at inflated value. This dynamic should not make Mettler the most valuable company 
in its industry relative to other companies that are trying to create organic value through internal investment, and 

balanced M&A. 

$ in mm 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 Q1’19 Total % of OCF

Operating Cash Flow (OCF) $223.1 $232.6 $268.3 $280.9 $327.7 $345.9 $418.9 $426.9 $443.1 $516.3 $565.0 $98.8 $4,147.5 

M&A + Earnout Spend $1.0 $14.6 $13.1 $43.1 $2.4 $2.7 $6.6 $14.4 $111.9 $108.4 $5.5 $10.0 $333.7 3%

$ Shares Repurchased $229.7 $6.0 $240.0 $204.6 $278.7 $295.0 $414.0 $495.0 $500.0 $400.0 $475.0 $186.3 $3,724.1 

Less: $ Shares Issued ($5.2) ($11.1) ($20.5) ($20.8) ($21.9) ($19.7) ($21.0) ($29.6) ($25.5) ($28.6) ($24.6) ($29.0) ($257.5)

Net Spend on Shares $224.4 ($5.1) $219.5 $183.8 $256.7 $275.2 $393.0 $465.4 $474.5 $371.3 $450.4 $157.3 $3,466.6 84%

Waters Varian Agilent Ametek Bruker PerkinElmer Bio-Rad

$ in mm Total % of OCF Total % of OCF Total % of OCF Total % of OCF Total % of OCF Total % of OCF Total % of OCF

Operating Cash Flow $5,918.6 $4,814.6 $9,999.0 $6,927.2 $1,661.2 $2,682.5 $2,555.7 

M&A + Earnouts $229.6 4% $332.1 7% $4,931.0 49% $5,255.3 76% $665.2 40% $3,283.3 122% $551.5 22%

$ Shares Repurchased $5,112.5 $4,116.2 $4,780.0 $1,599.9 $402.2 $723.1 $52.8 

Less: $ Shares Issued ($775.5) ($1,017.4) ($1,455.0) ($384.4) ($94.9) ($316.9) ($162.3)

Net Spend on Shares $4,337.0 73% $3,098.8 64% $3,325.0 33% $1,215.5 18% $307.3 18% $406.19 15% ($109.5) N.M.

Source: Bloomberg and company financials

Industry Peer Financial Summary (2008 – YTD 2019)

Mettler-Toledo Summary
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Diminishing Returns To Buyback Impede 
Ability To Grow EPS

Repurchasing shares now at 36x, 26x and 37x P/E, EBITDA and book value is value destructive. Mettler would serve 
shareholders better if it put the capital to work in synergistic M&A or to initiate a regular dividend. Moreover, since 

Mettler’s rank and file employees don’t receive any stock, Mettler’s share repurchase policy disproportionately 
benefits management. We call on Mettler to cease its repurchase strategy immediately. 

$ in mm 2014 2015 2016 2017 2018 Q1’19

$ Shares Repurchased $414.0 $495.0 $500.0 $400.0 $475.0 $186.3 

# of shares repurchased 1.62 1.56 1.35 0.75 0.80 0.29

Avg. Price $256 $318 $371 $534 $592 $641 

Price/Book 7.1x 10.9x 13.9x 24.8x 23.9x 38.0x

Source: Bloomberg and company financials

Assumed Average Share Repurchase Price

Buyback/Yr. $800 $850 $900 $950 $1,000 $1,050 

$500m 0.63 0.59 0.56 0.53 0.50 0.48

$750m 0.66 0.62 0.58 0.55 0.53 0.50

$950m 0.69 0.65 0.61 0.58 0.55 0.52

Mettler Is 
Repurchasing 

Shares At 
Increasing 

Inflated Multiples

With Diminishing 
Returns To EPS 

From The Higher 
Share Price
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“Disciplined” Share Repurchases?

Source:  Barclays Conf – March 13, 2019

Analyst 
Jack 

Meehan
“Great. And then maybe in the final minute or so, just weigh in on capital deployment.”

CFO
Vadala “I didn't see share repurchases come up.”

“You guys are very disciplined there, too. So how does the environment look for deals? It's been a couple of years 
since your last notable acquisition. Is it tougher to find the quality deals or is it valuation.”

“I think it's availability. Our definition of strategic fit continues to be the same which is tight. We're looking for – we 
tend to like the bolt-ons. We like the adjacencies in the Lab and the product inspection space. We like targets that 
can leverage our Spinnaker program, serve the same end markets, so we have good cross-selling capabilities. But 
the pipeline hasn't changed. Typically when you're looking at that profile of company, it's an availability, whether it's 
a private company or something like that. In terms of capital deployment, we also do like share repurchases. We 
continue to use our free cash flow plus option proceeds to buy back our stock. We've been very consistent about 
that over the years. We don't try to time the market. We're in the market every single day.”

CFO
Vadala

Analyst 
Jack 

Meehan

We don’t believe Mettler’s share repurchase strategy is disciplined, particularly as it buys its stock at 26x EBITDA and 
37x book value, and while insiders rapidly sell. This looks more like an act to transfer wealth from shareholders to 

insiders, particularly in light of the Chairman signaling his intention to sell the month before!
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Rampant Sales As Insiders Cash Out

As Mettler’s share price becomes inflated at more absurd valuation levels, and while the company overpays for its 
stock, insider ownership has hit a new low in 2019. Since the proxy date in March, insiders have sold over $43m of 

stock in open market sales in May and June. 

Every Price Is A Great Sales Insider Ownership At An All-Time Low

Source: Bloomberg Source: MTD Proxy Statements
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Entrenched Chairman Who Is Now 
Accelerating Sales

Maybe its time for a little change at Mettler? Robert Spoerry has been Chairman for over since 1998. 
It’s time for some fresh outside eyes and thinking at the Company from someone who isn’t looking to squander 

corporate assets on share buybacks at rich multiples, so that he can sell stock at inflated values. 
He just announced his intention to sell 34% of his holdings in early 2019. 

Robert F. Spoerry is 63 years old and has been a director since October 
1996. He has been Chairman of the Board of Directors of the company 
since May 1998. He has a Master’s in Mechanical Engineering from the 
Federal Institute of Technology in Zurich, Switzerland, and a Master of 
Business Administration from the University of Chicago.

Mr. Spoerry was President and Chief Executive Officer of the company from 
1993 to 2007 and served as its Executive Chairman in 2008, and has been 
its non-executive Chairman since 2009. Mr. Spoerry is also a Director of 
Conzzeta Holding AG, and Sonova Holding AG, where he has served as 
Chairman since March 2011. Mr. Spoerry was previously a Director of 
Geberit AG, from 2009 to April 2016.

As the former President and CEO of the company, Mr. Spoerry has long-
standing experience in the global precision instrument industry and a deep 
knowledge of the company, including its organization, products, markets, 
customers, and competitors. He has a strong technical background and 
experience with innovation-driven companies. Mr. Spoerry has broad 
international experience across industries and businesses relevant to the 
company, including by virtue of his service on several other boards of 
directors.

Mr. Spoerry’s deep understanding of the company, its markets, customers, 
and competitors, which was developed over more than thirty years of 
service, is a unique and valuable qualification that we believe provides a 
substantial benefit to the company and its shareholders.

Source: Proxy Statement

Source: 8-K

On November 8, 2018, the Company's Board of Directors authorized an additional $2.0 
billion to the share repurchase program. The share repurchases are expected to be 

funded from cash balances, borrowings and cash generated from operating activities. 
Repurchases will be made through open market transactions, and the amount and 

timing of purchases will depend on business and market conditions, the stock price, 
trading restrictions, the level of acquisition activity and other factors.  Source: 10-Q

https://www.sec.gov/Archives/edgar/data/1037646/000117494719000373/c516044-def14a.htm
https://www.sec.gov/Archives/edgar/data/1037646/000103764619000005/mtd8-k2019x02x08801.htm
https://www.sec.gov/Archives/edgar/data/1037646/000103764618000030/mtd10q93018.htm
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Right Before Comps Get Much More 
Difficult….

With the old CFO Donnelly out in Q4’18, the Chairman liquidating a sizeable holding starting in Feb 2019, the CFO is 
now referencing difficult comps on a “multi-year stack” basis – terminology we are not familiar with, but which 

certainly sounds concerning. 

“Yeah. So I mean you know before I get into that part, I mean, our customer demand has been good so far 
this year, we're off to a good start. Very pleased with the first quarter and also pleased with you know our 
increased guidance to the full year growth number. As we kind of look towards the second half of the year, 
we expect market conditions to generally remain favorable. But I think there's maybe two points to mention. 
One is comparisons. You know we get into some much more difficult comparisons especially in a multi-year 
stack basis, I mean if you start to think about multi-year stacks Q2, Q3 they get a little bit more difficult and 
then even just a one year stack you know the fourth quarter of last year we grew organically by 8%, that's 
going to be a more difficult comparison for us. So it's -- it has a lot more to do with the comparisons in our 
mind is in terms of maybe how you're looking at the sequencing of growth. I think Q1 also benefited a bit 
from the timing of Easter and maybe an easier comparison to last year which particularly affected maybe our 
European results and then maybe the second comment is that in terms of this year we have a little bit of a 
headwind in terms of our food retailing business that we called out on our call. If you exclude the estimated 
impact of food retailing this year, our organic growth would be about 6%.”

CFO
Vadala

UBS Conference, May 21, 2019
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Management Hoarding Equity?

Company Where SBC Is Recognized On The Income Statement 

Mettler-Toledo

All share-based compensation arrangements granted to employees, including stock option grants, are recognized in 
the consolidated statement of operations based on the grant-date fair value of the award over the period during which 
an employee is required to provide service in exchange for the award. Share-based compensation expense is recorded 
within selling, general, and administrative in the consolidated statement of operations with a corresponding offset 
to additional paid-in capital in the consolidated balance sheet.

Agilent

Ametek Pre-tax share-based compensation expense is included in the consolidated statement of income in either Cost of sales 
or Selling, general and administrative expenses, depending on where the recipient’s cash compensation is reported.

Waters Corp

Bruker

Bio-Rad Share-based compensation expense is allocated to Cost of goods sold, Research and development expense, and Selling, 
general and administrative expense in the Consolidated Statements of Income.

Why does Mettler allocate all its Stock-Based Compensation (“SBC”) expense to SG&A when peers allocate the cost among 
COGS, SG&A and R&D to reflect where the employee earns the compensation? Our understanding is that executive management 

and unit heads receive stock or options. MTD allocates all its stock compensation to SG&A. Does this result reflect that Mettler
has only shared the equity wealth creation with management, and not rank and file employees?

https://www.sec.gov/Archives/edgar/data/1037646/000103764619000010/mtd_10kx12312018.htm
https://www.sec.gov/Archives/edgar/data/1090872/000109087218000019/a-10312018x10k.htm
https://www.sec.gov/Archives/edgar/data/1037868/000119312519046947/d640432d10k.htm
https://www.sec.gov/Archives/edgar/data/1000697/000119312519051872/d612944d10k.htm
https://www.sec.gov/Archives/edgar/data/1109354/000104746919000839/a2237863z10-k.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/12208/000001220819000014/a10k123118.htm
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Abnormally Low Stock 
Compensation Expense

How does Mettler attract and retain the most talented employees when its stock compensation expense per employee is the 
lowest in its industry by a significant margin, and it appears to avoid granting equity to rank and file employees? Furthermore,
can Mettler get any more leverage from shifting its employee base from full time to temporary workers? It is the only company

among its peers that discloses temporary workers, and the percentage recently hit a new high in 2018.    

Company 2017 2018

Intuitive Surgical $47,052 $47,259 
Hologic $10,942 $10,397 
Roper Tech $5,837 $8,571 
ResMed $7,653 $8,148 
Varian $5,939 $6,629 
Waters $5,629 $5,175 
Agilent $4,519 $4,797 
Keysight $4,444 $4,574 
Bio-Rad $2,871 $3,366 
Idex $3,404 $3,360 
Thermo Fisher $2,271 $2,586 
Perkin Elmer $2,309 $2,296 
Fortive $1,700 $2,117 
Xylem $1,296 $1,765 
Rockwell Auto $1,750 $1,674 
Bruker $1,774 $1,645 
Ametek $1,485 $1,501 
Mettler-Toledo (1) $1,202 $1,238 
Average (ex: ISRG) $3,825 $4,100 

Source: Company financials
(1) Mettler excludes temporary workers

Stock Compensation Per Employee

Year Temp 
Employees

Full Time
Employees

Total
Employees

Temp % 
of Total

2018 1,800 14,200 16,000 11.3%

2017 1,600 13,800 15,400 10.4%

2016 1,000 13,200 14,200 7.0%

2015 1,000 12,500 13,500 7.4%

2014 1,100 12,000 13,100 8.4%

2013 -- -- 12,500 --

2012 -- -- 12,400 --

Mettler’s Growing Temporary Workforce
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Employees Don’t Receive, Nor Do They 
Care To Buy, Mettler Stock

Mettler’s Enhanced Retirement Savings Plan allows employee participants to direct investment toward various 
investment options, including the Company Stock Fund which holds Mettler shares. We find that shares held in the 

plan haven’t changed in many years, which suggest that employees are not interested in owing stock.  

Source: Form 5500 IRS Filing Mettler-Toledo Enhanced Retirement Savings Plan

$ in mm 2011 2012 2013 2014 2015 2016 2017

MTD Shares 
Held In Plan 28,206 30,110 30,450 29,800 30,583 30,338 28,876

Market Value of MTD 
Stock In Plan $4.2 $5.8 $7.4 $9.0 $10.4 $12.7 $17.8 

Active Participants 1,719 2,388 2,310 2,310 2,335 2,469 2,600

Total Plan Assets $224.5 $283.3 $337.3 $359.3 $358.1 $393.2 $466.4 

% MTD Stock 1.9% 2.1% 2.2% 2.5% 2.9% 3.2% 3.8%
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Cryptic Bonus Calculations 

Executives are compensated on aggressively defined financial metrics. For example, the Adjusted Non-GAAP EPS removes 
restructuring charges, which have been occurring for more than a decade. In addition, Adjusted Non-GAAP EPS does not adjust 
for management’s excessive use of cash flow to repurchase stock.  As we previously illustrated, 84% of operating cash flow has 
gone towards share repurchases, which allows management to artificially inflate EPS while paying itself bonuses along the way. 

Put another way, management can use corporate funds to buy its way toward a cash bonus!

Meanwhile, “Net Cash Flow” is always being re-defined in a bizarre way that is “before tax payments and voluntary pension 
payments” and “excludes deviations for facility expansion and acquisition capex vs target”. Of course, Mettler doesn’t disclose 

what is voluntary/involuntary for its pension payments, or provide capex targets to evaluate deviations! 

Source: MTD 2019 proxy statement

“We link pay with performance through our cash incentive plan, called POBS Plus. The purpose of the 
incentive plan is to provide an incentive to key employees of the company to reward them for driving the 

success of the company as measured based on objective financial criteria”

https://www.sec.gov/Archives/edgar/data/1037646/000117494719000373/c516044-def14a.htm
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And Always Hits Annual Cash Incentive 
Bonus Targets….

Convenient that management regularly hits 100% or more of its annual target cash inventive bonus every single year 
consistently while it inconsistently defines its free cash flow! Even worse, Mettler shows investors one version of Free Cash

Flow in earnings press releases, while paying management on a different definition. 

Year Average Target Achievement 
Across Metrics

Low % of Base Salary
Incentive Payment

High % of Base 
Salary Incentive Definition of “Net Cash Flow” As One of The Criteria (1,2)

2018 101.0% 33% 66% “

2017 114.5% 87% 137% “

2016 110.0% 80% 113%

Represents cash flow from operations before tax payments and 
voluntary pension payments less capital expenditures, restructuring 
payments, and excess tax benefits from share-based payment 
arrangements. Excludes deviations for facility expansion and 
acquisition capital expenditures versus target.

2015 104.0% 46% 73% “

2014 108.2% 73% 101% “

2013 99.2% 28% 67%

Represents cash flow from operations before tax payments and 
voluntary pension payments less capital expenditures, restructuring 
payments, and excess tax benefits from share-based payment 
arrangements.

2012 103.0% 32% 81% Represents cash flow from operations before tax payments and 
voluntary pension payments less capital expenditures.

2011 112.0% 80% 120% Represents cash flow from operations before tax payments less capital 
expenditures.

2010 121.0% 113% 155% Represents cash flow from operations less capital expenditures, tax 
payments and restructuring payments 

Source: MTD Proxy Statements
1) MTD shows investors in its press release an entirely different view that “Adjusted Free Cash Flow” Is CFO + restructuring payments + Proceeds From Assets Sales – Capex
2) Other metrics used for the bonus are “Adjusted Non-GAAP EPS” and Group Sales. Pre-2014, it also included LTM Inventory Turnover.

The plan provides that targets for 100% achievement should be challenging and ambitious, but also realistic and attainable such that it is possible to achieve and exceed 
them. The impact of over- or under-achieving targets on the annual incentive can be significant. The company and Board of Directors therefore approach the target setting 

process with care and consideration. We believe targets are set consistently with the philosophy of the POBS Plus plan that they be challenging and ambitious. In the last five 
years the average target achievement for named executive officers was 107%“  Source: Proxy st

https://www.sec.gov/Archives/edgar/data/1037646/000103764619000017/ex-991mtd8xkq12019.htm
https://www.sec.gov/Archives/edgar/data/1037646/000117494719000373/c516044-def14a.htm
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Former Audit Chair

Current Mettler investors should be aware of the fact that its long-time Audit Chair, John D. Macomber, also served 
in audit roles at Xerox Corp and Lehman Brothers. The SEC later charged Xerox with accounting fraud, while 

Lehman Brothers infamously collapsed due in part to creative accounting that concealed its true leverage.  

Company Macomber’s Years
As Director Role (s) Outcome

Xerox 1991-1998 Chairman of 
the Audit Committee

SEC charged Xerox with fraud in wide-ranging, four-year scheme to defraud 
investors. The SEC's complaint alleges that from at least 1997 through 2000, 
Xerox used a variety of what it called "accounting actions" and "accounting 
opportunities" to meet or exceed Wall Street expectations and disguise its 
true operating performance from investors. These actions, most of which 

violated generally accepted accounting principles (GAAP), accelerated 
Xerox's recognition of equipment revenue by over $3 billion and increased 
its pre-tax earnings by approximately $1.5 billion over the four-year period 

from 1997 through 2000.

Lehman Brothers 1994 - 2008
Various Committees including 
former member of  the Audit 

Committee

One of the world’s largest bankruptcy filings. A 2,200-page document lays 
out, in startling detail, how Lehman Brothers used accounting sleight of hand 

to conceal the bad investments that led to its undoing. According to the 
report, Lehman used what amounted to financial engineering to temporarily 
shuffle $50 billion of assets off its books in the months before its collapse in 

September 2008 to conceal its dependence on leverage, or borrowed 
money. A large portion of the nine-volume report centers on the accounting 

maneuvers, known inside Lehman as “Repo 105.”
First used in 2001, long before the crisis struck, Repo 105 involved 

transactions that secretly moved billions of dollars off Lehman’s books at a 
time when the bank was under heavy scrutiny. 

Mettler-Toledo 1996 - 2007 Chairman of Audit Committee
1997-2004 ????

https://www.sec.gov/Archives/edgar/data/108772/0000950146-98-000576.txt
https://www.sec.gov/news/headlines/xeroxsettles.htm
https://www.sec.gov/Archives/edgar/data/806085/000104746908002261/a2183244zdef14a.htm
https://www.sec.gov/Archives/edgar/data/806085/0000950130-95-000367.txt
https://www.sec.gov/Archives/edgar/data/1037646/000095015205001983/l12158adef14a.htm
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Current Audit Chair

Ms. Finney serves on five audit committees. We are calling on her, as a newer member of the Board, to form an 
independent committee with outside forensic experts to review Mettler’s books.  

Our criticisms of iRobot are well known…..

Elisha W. Finney is 57 years old and has been a director since November 2017. She serves as Chair of the 
Audit Committee. She has a Bachelor’s of Business Administration in Risk Management and Insurance from 
the University of Georgia, and a Master’s in Business Administration from Golden Gate University.

Ms. Finney is a Director and member of the Audit Committee of NanoString Technologies, Inc., iRobot 
Corporation, ICU Medical, Inc., and Cutera, Inc. She chairs the Audit Committees of ICU Medical and Cutera. 
She previously was a Director of Altera Corporation until December 2015.

Ms. Finney was the Chief Financial Officer of Varian Medical Systems Inc. from 1999 until her retirement in 
June 2017. She joined Varian in 1988 and served in a variety of finance roles prior to her appointment as CFO.

“The board has determined, in accordance with applicable requirements of the New York Stock Exchange, that the simultaneous 
service of Ms. Finney on the audit committees of more than three public companies, and chairing multiple audit committees, does 

not impair her ability to effectively serve on the Audit Committee.” Source: Proxy St

https://www.sec.gov/Archives/edgar/data/1037646/000117494719000373/c516044-def14a.htm


Valuation Absurdity As Business 
Appears To Be Slowing
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Evidence Points To Looming Slowdown 

Beyond more aggressive accounting and tax measures observed in Mettler’s financials, there is tangible evidence 
of a significant deceleration of financial performance coming. 

This is irreconcilable to the fact that its share valuation is at an all-time high. 

Source Evidence

Chairman Spoerry
Feb 2019 Signaled his intention to sell nearly 34% of his holdings 

CFO At Conference
May 2019

“But I think there's maybe two points to mention. One is comparisons. You know we get into some much more difficult 
comparisons especially in a multi-year stack basis, I mean if you start to think about multi-year stacks Q2, Q3 they get 

a little bit more difficult and then even just a one year stack you know the fourth quarter of last year we grew 
organically by 8%, that's going to be a more difficult comparison for us”

Shipping Data
Current

Based on global shipping import records from Mettler’s locations in China, Switzerland, Germany, Hong Kong and 
other locations, we find evidence of a substantial slowdown in 2019 

Sartorius
Guidance Cut 

7/19/2019

“For the Lab Products & Services Division, Sartorius now anticipates that due to the softer economic environment, the 
lower range of the division's sales forecast of about 5% to 9% will be reached. The division's underlying EBITDA margin 
is expected to be just below 20% (previous guidance: slightly above 20%), with the operating increase accounting for 

about half a percentage point”

Field Surveys In China and 
Commentary from 

competitors Keli Sensing

A limited survey of distributors in the industrial equipment and lab equipment market suggests a low double digit 
decline in revenues for 2019. Local competitor’s IPO prospectus signals large Q2 slow down

Stress Observed At 
Pitney Bowes

Public shipping records show that Mettler imports the most shipments on behalf of Pitney Bowes, second only to 
Mettler itself. Pitney Bowes’s financial performance was down sharply in Q1’19, and its share price is near a 3 decade 

low, signaling possible financial distress for a junk credit levered nearly 4x. 

https://www.sartorius.com/en/company/newsroom/corporate-news/291052-291052
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Shipping Data Signaling Large Slow Down

Based on global shipping import records from Mettler’s locations in China, Switzerland, Germany, Hong Kong and other 
locations, we find evidence of a substantial slowdown in 2019. This does not reconcile with the record high share price. 

“Our manufacturing turnaround time is generally short, which permits us to manufacture orders to fill for most of our products. Backlog is generally a function of 
requested customer delivery dates and is typically no longer than one to two months. Our business has historically experienced a slight amount of seasonal variation, 

particularly the high-end laboratory instruments business. Traditionally, sales in the first quarter are slightly lower than, and sales in the fourth quarter are slightly 
higher than, sales in the second and third quarters. Fourth quarter sales have historically generated approximately 28% to 30% of our net sales.” Source: 10-K

Source: Panjiva.com

https://www.sec.gov/Archives/edgar/data/1037646/000103764619000010/mtd_10kx12312018.htm
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How’s Pitney Bowes As A Client?

Mettler claims that it has a diversified customer base, with no single end-customer accounting for 1% of sales. However, we 
believe Pitney Bowes is s meaningful customer that accounts for about of 6% of Mettler’s annual imports by weight. Pitney Bowes’

business is under severe pressure, its share price is at a 30yr low, and a bankruptcy event could cause a sales disruption   

Date Bill of Lading Source Weight (kg) Good Shipped
Jun 18, 2019 UASI7797595663 China 14,660 MAIL SCALE PARCEL SCALE WEIGH MODULE
May 20, 2019 UASI7797462343 China 17,150 MAIL SCALE PARCEL SCALE WEIGH MODULE
Apr 23, 2019 UASI7797229781 China 2,919 MAIL SCALE
Apr 13, 2019 UASI7797183196 China 15.850 MAIL SCALE PARCEL SCALE WEIGH MODUULE
Feb 16, 2019 UASI7796893577 China 7,420 MAIL SCALE
Feb 9, 2019 UASI7796893731 China 8,330 PARCEL SCALE MAIL SCALE WEIGH MODULE
Feb 9, 2019 UASI7797062416 China 17,083 MAIL SCALE PARCEL SCALE WEIGH MOUDLE
Jan 14, 2019 UASI7796647650 China 13,138 PARCEL SCALE MAIL SCALE WEIGH MODULE
Jan 2, 2019 UASI7796572245 China 2,208 PARCEL SCALE

Pitney Bowes’ Shares Near Decade Lows Six of Seven Revenue Sources in Decline

Source: Q1’19 10-QSource: Bloomberg

Source: Panjiva.com 

https://www.sec.gov/Archives/edgar/data/78814/000007881419000011/pbi2019033110q.htm
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Analysts Blind To Mettler’s Aggressive 
Accounting And Financial Scheme

Source:  Jefferies – May 2019

Source:  JPM – May 2019

What about cost capitalization and 
accounting levers? Is it really possible to 

never miss an EPS estimate in 10yrs?

Yeah because they overpay for their stock at 
37x book value, very irresponsible!

Best execution in financial engineering?

Agreed, but with the stock $200/sh above 
your price target why aren’t you 

downgrading it?

We believe, Mettler is getting more 
aggressive to keep it inflated
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“Sky-High” Valuation…
Yet No Strong Sell?

Source:  JPM – July 16, 2019

Analysts recognize Mettler’s sky high valuation, and also mismodel the company in our opinion. Over 80% of 
its cash is tied-up in China, and should not be assumed to be freely available for the incremental $200m of 

share repurchases this year and next. The analyst below doesn’t account for incremental debt on the 
business, and ignores unfunded pension liabilities. 

Only $100m rise in debt is too conservative. 

What? $619m in 2020 cash would be an all 
time high. Where is this coming from?

Why? 50% of business is tied to Industrial!
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Mettler-Toledo: The Most Valuable 
Instrument Company In The World…Right!

Source:  MTD Financial Statements, Bloomberg

Mettler trades at a handsome premium, despite its opaque and complicated structure, poor disclosures, and 
aggressive accounting choices.  Most analysts ignore the fact that Mettler has high quality European and 

Asian public company competitors, that carry significantly lower valuations. This makes Mettler’s valuation 
look even more extreme in context. 

$ in mm, except per share figures

Stock Adj 2019E '19E-'20E Enterprise Value
Price Ent. Gross Sales EPS P/E EBITDA Sales OCF Price/ Net Debt Dividend

Name (Ticker) 7/23/2019 Value Margin Growth Growth 2019E 2020E 2019E 2020E 2019E 2020E 2019E Book 19E EBITDA Yield

Thermo Fisher (TMO) $291.73 $135,252 46.9% 5.9% 10.9% 23.9x 21.5x 20.7x 18.9x 5.3x 5.0x 26.6x 4.2x 2.7x 0.3%

Ametek (AME) $88.61 $22,557 34.6% 4.2% 5.3% 21.9x 20.8x 16.3x 15.2x 4.3x 4.1x 23.4x 4.5x 1.7x 0.6%

Agilent (A) $69.09 $21,821 56.7% 6.5% 11.1% 22.6x 20.4x 17.0x 15.5x 4.3x 4.0x 19.4x 4.3x -0.3x 0.9%

Keysight (KEYS) $87.43 $17,214 62.8% 5.3% 8.0% 20.7x 19.1x 16.5x 15.0x 4.1x 3.9x 19.0x 6.0x 0.5x NA

Waters Corp (WAT) $216.01 $16,201 58.7% 4.7% 12.7% 23.7x 21.0x 18.8x 17.6x 6.6x 6.3x 22.3x 16.2x 0.6x NA

Sartorius AG (SRT GR) $199.89 $15,164 51.9% 10.7% 14.9% 59.2x 51.5x 28.1x 24.7x 7.6x 6.9x 42.4x 12.0x 2.2x 0.3%

PerkinElmer (PKI) $94.23 $12,421 51.6% 7.1% 14.3% 23.3x 20.4x 19.1x 17.1x 4.3x 4.0x 25.3x 4.0x 3.0x 0.3%

Varian Medical (VAR) $132.17 $11,605 42.8% 8.7% 14.6% 28.2x 24.6x 18.7x 16.7x 3.7x 3.4x 23.5x 7.0x -0.9x NA

Bio-Rad (BIO) $311.62 $9,603 55.7% 4.1% 22.5% 43.4x 35.4x 23.2x 20.0x 4.1x 3.9x 28.0x 1.9x 0.5x NA

Bruker (BRKR) $48.70 $7,792 49.8% 5.5% 12.6% 30.1x 26.7x 19.6x 17.6x 3.8x 3.6x 32.0x 8.1x 0.2x 0.3%

Shimadzu (7701 Japan) $24.37 $6,705 40.5% 2.3% 5.7% 24.6x 23.3x 13.2x 12.3x 2.0x 1.9x 16.9x 2.8x -0.9x 1.1%

Spectris (SXS LN) $34.39 $4,365 57.1% 3.1% 7.8% 15.8x 14.7x 11.6x 10.7x 2.1x 2.0x 15.2x 2.5x 1.0x 2.2%

Oxford Inst. (OXIG LN) $17.17 $989 52.0% 3.5% 4.8% 20.3x 19.4x 13.0x 12.6x 2.4x 2.3x 24.8x 2.9x 0.0x 1.1%

Max 62.8% 10.7% 22.5% 59.2x 51.5x 28.1x 24.7x 7.6x 6.9x 42.4x 16.2x 3.0x 2.2%
Average 50.8% 5.5% 11.2% 27.5x 24.5x 18.1x 16.4x 4.2x 3.9x 24.5x 5.9x 0.8x 0.8%
Min 34.6% 2.3% 4.8% 15.8x 14.7x 11.6x 10.7x 2.0x 1.9x 15.2x 1.9x -0.9x 0.3%

Mettler Toledo (MTD) $818.70 $21,821 57.8% 5.4% 12.2% 36.1x 32.1x 26.3x 24.1x 7.2x 6.8x 33.9x 36.9x 1.3x NA
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Source:  MTD Financial Statements, Bloomberg
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Enterprise Value / LTM Revenues Price / LTM PE

MTD’s valuation expansion in the current cycle is absurd in the context that investors are paying a higher 
multiple every year for a company that has directed +80% of its total cash flow just to purchasing its stock. 

Average
Average

Average

Price / Book Value
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Terrible Risk/Reward Owning Mettler

Analyst Recommendation Price Target

Goldman Sachs Neutral $850  up from $735 on 7/15

Janney Montgomery Neutral $800

Wolfe Peer Perform $767

UBS Sell $760 on 7/23

Baird Neutral $756

Evercore ISI Underperform $715

Barclays Underweight (d/g on 7/15) $680

Jefferies Hold $650

JP Morgan Neutral $630

Morningstar Sell $450

Average Price Target
% Implied Upside (1)

$705
-14%

Not a single analyst is bullish on Mettler, yet the stock is trading 14% above the average analyst price target of 
$705 per share. The risk reward of owning shares at the current level is among the worst we’ve ever seen!

1) Upside based on $820 share price
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Normalized Earnings

Mettler 
R&D 

Employees

Mettler R&D
Per Employee 

Spend

R&D Per 
Employee

Peer Average (1)

Estimated R&D 
Expense 

Avoidance

2019 
EPS Impact

R&D Per 
Employee 1,300 $108,538 $150,000 $53.9 $1.69

We estimate that Mettler’s Adj. Diluted EPS is $1.90 - $2.23 (8.3% - 9.8%) overstated due to aggressive 
capitalization policies and failures to recognize inventory obsolesce charges. 

1) On a previous slide, we estimated average R&D per employee but we exclude the high growth med tech names Intuitive Surgical, Hologic and Bio -Rad 
2) Based on a previous slide, we found certain foreign subsidiaries reserving at 7.7% - 27.9% of stated gross inventory value with peers at 3% – 4%
3) 22% tax rate (Note; 2018 was 21.4% but included a one-time 0.7% gain from the Biotix reversal) and 24.9m shares accounting for increase share 

repurchases

$ in mm
Mettler 
Capex % 

Sales

2019E
Sales

Peer 
Average

Estimated Excess 
Capitalization

Estimated EPS 
Impact

Capex Margin 4.9% $3,039 3.3% $47.0 $1.52

Very Similar Result

$ in mm Inventory Excess Reserve (2) COGS Impact 2019 
EPS Impact

Inventory Reserve $282.1 4% – 10% $11.3 - $17.0 $0.35 – $0.53
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Warning: Mettler More Levered Than It Appears

$ in millions, except per share amounts

Mettler’s leverage is greater than it appears given our belief that EBITDA is overstated from cost capitalization strategies.
Furthermore, a significant percentage of cash is in China, which cannot be freely repatriated, and which has been growing 

as % of total cash liquidity. Mettler’s decision to increase share repurchases by $200m in 2019/2020 will add additional 
leverage to its balance sheet.

$ in mm 2015 2016 2017 2018 LTM 3/19 PF LTM 3/19

Headline EBITDA $565.2 $605.9 $686.0 $767.7 $809.4 $809.4 

Less: Capitalized Costs ($50.0) ($50.0) ($50.0) ($50.0) ($50.0) ($50.0)

Less: Inventory Charges ($11.1) ($6.2) ($12.7) ($18.4) ($15.5) ($15.5)

Less: Recurring Restructuring Charges ($10.7) ($11.1) ($12.8) ($13.4) ($14.1) ($14.1)

Less: Potential China Profit Overstatement ($50.0)

Spruce Point Pro Forma EBITDA $493.4 $538.6 $610.5 $685.9 $729.8 $679.8

Total Debt $591.5 $894.0 $979.8 $1,034.7 $1,138.5 $1,138.5 
Plus: Contractual Lease obligations $96.5 $111.4 $109.2 $95.2 $86.8 $86.8 
Plus: Unfunded Pension and Benefits $131.2 $159.1 $143.9 $133.5 $133.5 $133.5 
Spruce Point Adj. Debt $819.2 $1,164.6 $1,233.0 $1,263.4 $1,358.8 $1,358.8 

Cash and Equivalents $98.9 $158.7 $148.7 $178.1 $126.5 $126.5 

Non-Freely Convertible (China) ($39.0) ($103.0) ($101.0) ($145.0) ($145.0) ($126.1)

Freely Convertible Cash $59.9 $55.7 $47.7 $33.1 NA $0.4

Net Debt / EBITDA 0.9x 1.2x 1.2x 1.1x 1.3x 1.6x

Spruce Point Adj Net Debt / EBITDA 1.5x 2.1x 1.9x 1.8x 1.9x 2.0x

Source: Mettler financials, Bloomberg EBITDA, and Spruce Point Adjustments
Note: China cash and unfunded pension and benefits assumed constant in Q1’19
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Spruce Point Estimates 30% – 50% Downside

Valuation Low Price High Price Note

Revenue Multiple
FY 2019E Sales
Total Enterprise Value
Less: Existing Debt
Less: Inc. Debt For 2019 Buyback
Less: Unfunded Pension
Plus: Cash and Equivalents
Equity Value
2019E Dil. Shares
Price Target

% Downside

4.5x
$3,009

$13,500
($1,225)
($200)
($134)
$126

$12,068
24.9

$485/sh
-41%

5.5x
$3,039

$16,716
($1,225)
($200)
($134)
$126

$15,283
24.9

$614/sh
-25%

Investors expect 3.5% and 5.4% sales growth in 2019 and 
2020, but this is no faster than industry peers. 

Furthermore, we believe analysts are not accurately 
forecasting a sales decline in China, which we model at 

$30m on the low end of our range. 

Mettler trades at a lofty revenue multiple premium, 
despite above average exposure to industrial and retail 
which is slower growing and less attractive. The average 
industry multiple is closer to 4.3x, with global blue chip 

benchmark Thermo Fisher at 5.3x. This informs our 
multiple range of 4.5x – 5.5x

Our valuation accounts for Mettler’s incremental debt 
assumed for share repurchases by yr end 2019

P/E Multiple
Street 2019 Adj. EPS Consensus
Less: Recurring restructuring exp.
Less: Delayed Amortization
Less: China Slowdown
Less: Inventory Charges
Less: Capitalized Costs
Less: Potential China Profit Overst.
Spruce Pt Adjusted EPS
Price Target

% Downside

24x
$22.70
($0.20)
($0.25)
($0.28)
($0.53)
($1.69)
($1.57)
$18.09
$434
-47%

28x
$22.70
($0.30)
($0.31)

--
($0.35)
($1.52)

--
$20.31
$569
-31%

Mettler trades at 36x 2019E P/E for what amounts to 
highly engineered earnings with multiple risks from 

complicated and aggressive tax structuring, and 
capitalization accounting choices. Mettler has booked an 

average of $0.30c per year in on-going restructuring 
charges that it asks investors to ignore, but we give them 

no credit for. Mettler’s implied capitalized software 
amortization period is 12yrs, and we adjust it for 5ys. In a 

worst case scenario, if Mettler’s China profits were 
overstated by $50m that would take our low-end EPS 

estimate to $18.09 per share 

$ in millions, except per share amounts

We believe the Street has failed to critically assess the quality and performance of Mettler’s China business, and takes 
management’s Adj. EPS as given, without stress testing its accounting choices that are geared towards high capitalization 

of development costs, endless restructuring, and long periods of amortization in excess of industry norms.  

Note: Downside Based on $820 share
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