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COMPANY DESCRIPTION 

Kape is a cyber security company focused on 
digital privacy and protection. 

www.kape.com 
 

Delivery, transformation and opportunity 

Kape announced strong results for the year to 31 December 2021, having 
already updated the market on the better-than-anticipated FY21 
performance in January.  Revenue of $230.7m was in line with the revised 
guidance, up 89% on FY20, and Adjusted EBITDA of $86.0m was significantly 
ahead of the revised guidance of £77.0m, up over 100%.  With one 
significant (Webselenese) and one game-changing (ExpressVPN) acquisition 
in 2021, it is also important to recognise the strong operational performance 
that management has continued to deliver.  In FY22E, Kape looks well set to 
build further on its global position in digital security and privacy, against a 
backdrop of growing interest and demand. 

▪ The acquisition of ExpressVPN for $925.8m in December 2021 was a major 
strategic move.  With ExpressVPN, Kape has significantly increased its user 
base (3m added on top of organic growth to reach 6.5m, vs 2.5m in FY20) 
and gained a market-leading brand that should provide cross-sell and up-
sell opportunities, plus considerable cost-saving potential.   

▪ Webselenese, acquired for $155.1m in March 2021, is clearly already 
delivering both operationally and as a driver for sales of other Kape 
products.  Webselenese is an online platform that provides consumer 
privacy and security information; with an audience of over 100m readers, 
the attraction to Kape as a way to capture customers is clear. It should 
also provide a means by which Kape can understand, explore and access 
new verticals in a lower-risk way than via launching a full-on product. 

▪ Product development remains a key part of the Kape story. During 2021 
the company launched a Privacy First Anti-Virus solution for PCs as well as 
a password manager product.   

▪ Despite these impressive results and the fact that 2022 has started 
strongly, management guidance is maintained for revenues between 
$610m and $624m and Adjusted EBITDA between $166m and $172m. We 
maintain our forecasts for FY22E key metrics (noting some slight changes 
due to impact of exact shares in issues etc) and introduce FY23E estimates. 

Key priorities for the group are integrating ExpressVPN, exploiting the 
benefits of owning Webselenese, driving up the lifetime value of users with 
extra products/services and continuing to grow subscriber numbers 
organically.  We do not expect much M&A activity for Kape in FY22, but we 
do expect strong operational performance. 
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FYE DEC ($M) 2019 2020 2021 2022E 2023E 

Revenue 66.1 122.2 230.7 615.5 699.6 

Adjusted EBITDA 14.6 39.0 86.0 167.7 190.2 

Adjusted PBT 10.6 30.8 75.2 158.5 180.9 

Adjusted Dil EPS (c) 6.5 13.5 23.1 39.1 44.6 

EV/Sales 30.8x 16.6x 8.8x 3.3x 2.9x 

EV/ Adj. EBITDA 139.6x 52.2x 23.6x 12.1x 10.7x 

P/E 85.8x 41.0x 24.0x 14.2x 12.4x 

Source: Company Information and Progressive Equity Research estimates. 
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2021 Operational Highlights and Transformative Deals  

The 2021 results contain a number of positive elements, and the group has grown out of 
all recognition in comparison to the business just a year ago.  We believe these to be the 
key points from the financial detail announced by Kape:  

▪ Revenues: grew by 89% to $231m, a figure reflecting organic growth (20% organic 
increase in subscriber numbers) as well as the contribution of Webselenese, but very 
little from the late-in-the-year acquisition of ExpressVPN.   

▪ Recurring revenue: expanded to now account for 92% of the total, up from 87% in the 
prior year. This is key, since it provides visibility of future income, and a strong 
underpinning to valuation.  

▪ EBITDA profitability: ahead of previous guidance, reported at $78m, exactly double the 
prior-year figure, and again yet to reflect the full impact of the ExpressVPN deal. 

▪ Cash generation: another key metric, given the cash profile of the business.  Kape must 
pay ‘up front’ to acquire customers, who then pay.  

 
 

 
REVENUE AND ADJUSTED EBITDA PROGRESSION 

 

Source: Company information and Progressive Equity Research estimates 

 
 
Alongside the strong operational performance, Kape delivered not one but two major 
acquisitions during the year.  
 

▪ Webselenese: acquired in March, producing automated content to attract consumer 
audiences, which can then be converted into paying customers for Kape products. 

▪ ExpressVPN: a major global player in the VPN (virtual private network) space, adding 
some 3m new consumers to the group, and providing a genuine world-scale position 
for Kape. 
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Investment case – Key Points 

Given Kape’s transformation, and the evolution not only of the group’s scale and offering, 
but also of the consumer and market landscape, we feel it appropriate to reconsider the 
investment case for the group, as well as revisiting the key risks. 

Investment case – positives 

▪ Quality of genuine core proposition.  Kape has, for some time, considered its core skill 
to be the cost-effective acquisition of consumer customers.  These customers must be 
paid for (either through search-engine payments or the cost of driving organic content-
driven traffic), hence the initial cash outflow for each consumer.  But over time, the 
‘average’ consumer continues paying for many months longer than the minimum 
payback duration.  Kape’s core skills relate to finding customers cost-effectively, and 
providing high-quality products to retain them as long as possible. 

▪ Organic delivery over many years.  A business cannot normally acquire its way to 
success – it is important to see organic revenue growth and profit delivery.  Kape has 
achieved this over many years and in a number of markets. 

▪ Acquisitions to accelerate growth.  For genuinely exceptional returns on capital, it is 
often necessary to accelerate business expansion via acquisition.  Kape’s management 
team (broadly – not just at Board level) has shown itself highly capable of finding and 
delivering deals that are (a) closely related to the core strategy as defined above, and 
(b) very material in scale and reach.  

▪ Positive market dynamics.  The group is benefiting from a number of structural and 
secular trends as the use of the internet continues to expand into ever more areas of 
our daily lives.  Individuals are more concerned with personal privacy and protection, 
from either criminal attackers or government snooping.   

▪ Scope for more.  Finally, a business needs further ‘room to grow’ – investors prefer to 
avoid investing in a mature or steady market, or even a business with dominant market 
share but little growth.  Kape has no lack of potential. The existing ‘core’ markets of 
digital privacy and security show no signs of slowing, and management has 
demonstrated its ability to expand the addressable market through acquisition and 
product development.  

Risks for consideration 

The risks for Kape can be principally described as internal or execution-related, and those 
to do with markets and competition. 

▪ Execution and delivery.  Kape must continue to execute. Payment for the deferred 
consideration elements must be made from operational cash flows, and the group 
operates in a highly competitive market.  To keep acquiring new customers, the 
products must function well, they must offer the right features, and they must be priced 
intelligently.  

▪ Market and competition risk.  There seems almost no risk that the market for privacy 
and security will fall away. The greater risk may be from large tech players 
(Google/Apple/Microsoft) that could invest even further into privacy and security, or 
from security heavyweights (NortonLifeLock/McAfee etc) that could improve their 
positioning and crimp Kape’s growth.  
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Other factors from the conference call: 

Ukraine – addressing investor questions 

Management was at pains to point out that the group has de minimis exposure to Ukraine 
and Russia.  However, in the analyst call, the fact that the conflict and the Russian 
government’s crackdown on internet access have brought significant publicity to VPNs did 
not go without comment from participants.  No business seeks to profit from disaster, but 
Covid-19 has shown that behaviours can change materially, and forever.  It is possible 
(perhaps likely) that the Ukraine conflict will sharpen the focus on cyber security, and drive 
the desire for personal freedom and choice.  

A metric moving the wrong way? 

The six-month retention rate figure of 81% for the group is slightly lower than the 83% seen 
in the historical Kape businesses, but management pointed out that this is being driven by 
the fact that ExpressVPN has greater proportion of monthly subscribers, which naturally 
have lower retention rates due to the higher price point ($99 per annum).  We are not, at 
present, unduly concerned by this shift, given what management has done over the year 
to reduce the cost of customer capture and drive up the potential revenues per user.  
Clearly customer retention – and lifetime value – is a key metric, and one we will monitor 
closely over time.  

Cash generation – still spending on last year’s purchase (from cashflow) 

Cash generation at Kape remained very strong, and we expect that to continue over coming 
years.  Note that there is a requirement to fund the deferred elements, payments of 
$175.2m in both FY22E and FY23E, for the ExpressVPN consideration from operating 
cashflow.  Absent additional funding, this might act as a further constraint on the ability to 
make significant acquisitions in the short term.  Note also that our figures for Net Debt are 
shown before deferred consideration of $368.3m as at end FY21. 

 

Summary and conclusion 

Kape has delivered a stellar 2021 by any metric – both operationally and in terms of 
acquisition activity.  

The group has no lack of ambition, but 2022 is likely to be a year of consolidation and 
delivery.  Nevertheless, we would be surprised if senior management were not actively 
looking for additional opportunities to grow the group still further.   

With end-markets strong as security and privacy are both in high demand, we expect the 
year to unfold positively; we look forward to further announcements and delivery over 
time.  
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Financial Summary: Kape Technologies 

Year end: December ($m unless shown)      
      
PROFIT & LOSS 2019 2020 2021 2022E 2023E 
Revenue 66.1  122.2  230.7  615.5  699.6  
Adj EBITDA 14.6  39.0  86.0  167.7  190.2  
Adj EBIT 11.9  34.1  81.7  162.5  184.9  
Reported PBT 2.8  7.3  44.6  80.2  102.7  
Fully adj PBT 10.6  30.8  75.2  158.5  180.9  
NOPAT 11.1  31.9  73.5  146.2  166.5  
Reported Dil EPS (c) 1.7  14.8  14.2  19.8  25.3  
Fully adj Dil EPS (c) 6.5  13.5  23.1  39.1  44.6  
Dividend per share (c) 0.0  0.0  0.0  0.0  0.0  

      
CASH FLOW & BALANCE SHEET 2019 2020 2021 2022E 2023E 
Operating cash flow (1.7) 37.6  77.2  144.6  256.5  
Free Cash flow ($m) (5.4) 8.4  (389.3) (40.3) 71.6  
FCF per share (c) (3.6) 4.2  (156.4) (11.0) 19.6  
Acquisitions (64.3) (58.5) (165.1) 0.0  0.0  
Disposals 0.0  0.0  0.0  0.0  0.0  
Shares issued 0.0  113.2  348.4  0.0  0.0  
Net cash flow (70.9) 45.7  (209.2) (40.3) 71.6  
Overdrafts / borrowings (40.2) (38.8) (117.4) (110.7) (104.0) 
Cash & equivalents 8.2  49.9  27.0  0.0  64.9  
Net (Debt)/Cash (32.0) 11.1  (90.4) (110.7) (39.1) 

      
NAV AND RETURNS 2019 2020 2021 2022E 2023E 
Net asset value 155.0  228.8  863.4  1,167.7  1,260.1  
NAV/share (c) 99.2  102.9  240.7  325.5  351.3  
Net Tangible Asset Value (87.9) 0.8  (621.1) (1,174.8) (1,004.3) 
NTAV/share (c) (56.2) 0.4  (173.1) (327.5) (279.9) 
Average equity 114.0  191.9  546.1  1,015.6  1,213.9  
Post-tax ROE (%) 1.8% 15.0% 6.5% 7.1% 7.6% 

      
METRICS 2019 2020 2021 2022E 2023E 
Revenue growth 26.9% 85.0% 88.7% 166.8% 13.7% 
Adj EBITDA growth 40.3% 167.7% 120.8% 94.9% 13.4% 
Adj EBIT growth 43.5% 186.8% 139.2% 98.9% 13.8% 
Adj PBT growth 28.1% 191.2% 144.4% 110.8% 14.2% 
Adj EPS growth 28.8% 109.1% 71.1% 68.8% 14.2% 
Dividend growth N/A N/A N/A N/A N/A 
Adj EBIT margins 18.0% 27.9% 35.4% 26.4% 26.4% 

      
VALUATION 2019 2020 2021 2022E 2023E 
EV/Sales 30.8 16.6 8.8 3.3 2.9 
EV/EBITDA 139.6 52.2 23.6 12.1 10.7 
EV/NOPAT 183.6 63.7 27.7 13.9 12.2 
PER 85.8 41.0 24.0 14.2 12.4 
Dividend yield N/A N/A N/A N/A N/A 
FCF yield (0.6%) 0.7% (28.2%) (2.0%) 3.5% 

 

Source: Company information and Progressive Equity Research estimates 
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To arrange a meeting with the management team, or for further information about Progressive, please contact: 
Keith Hodgskiss 
+44 (0) 20 7781 5300 
khodgskiss@progressive-research.com 
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