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Well positioned for growth 

Beeks Financial Cloud Group (“Beeks”) provides scalable, cloud-
based ultra-low latency connectivity and infrastructure services for 
the automated trading of all key financial asset classes. Founded in 
2010, in our view the business has a strong track record of growth 
and profitability and enjoys a solid financial position with high levels 
of recurring revenue and positive monthly cash generation. This has 
all been delivered while investing in the platform - the benefits of 
which have been demonstrated in the impressive revenue growth 
reported over recent periods. The experienced management team has 
positioned the Group well to benefit from the growth in its chosen 
markets. 

▪ Growth and profitability: In our view Beeks has a strong track record 
of growth and profits. The group has delivered revenue growth in each 
year since inception in 2010 and has been profitable since trading 
commenced. We believe the company has made a strong start to life on 
public markets post the November 2017 listing on AIM. Beeks reported 
H1 2019A revenue growth of 36% YoY, primarily driven by a 46% 
increase in institutional revenues. This was accompanied by 49% 
improvement in EBITDA during the period, the increase a function of 
previous investments in capacity becoming revenue generating. 

▪ High recurring revenues and positive cash generation: Almost all of 
Beeks’ revenues are generated on an ongoing contract basis. Visibility 
is therefore good. Beeks generated net cash from operating activities of 
£646k H1 2019A, so is cash generative, and based upon our forecasts, 
expected to remain so. With a £1.8m net cash position (H1 2019A), the 
group has a solid financial position.  

▪ Dividends already being paid: The group has announced a maiden 
0.3p FY 2018A dividend and 0.2p H1 2019A. We believe this represents 
a sign of management’s confidence in the outlook for the business.  

▪ Investing in future growth: Beeks continues to invest in the platform. 
Although this spend has an impact on near-term cash flow, we believe 
the outlay to be strategically sensible given the resulting improvement 
to competitive positioning and the favourable industry growth backdrop. 
The benefits of the ongoing investment are being amply demonstrated 
in the impressive revenue growth reported by the group over recent 
periods (+36% YoY H1 2019A) and the signing of the group’s first Tier 
1 institutional client, but also via low customer churn levels. 
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FYE JUN (£M)  2017 2018 2019E 2020E 

Revenue  4.0 5.6 7.5 10.8 

Adj EBITDA  0.5 1.9 2.5 3.7 

Fully Adj PBT  0.1 1.2 1.4 2.3 

Fully Adj EPS (p)  (0.2) 2.5 2.7 4.3 

EV/Sales (x)  12.8 9.1 6.8 4.7 

EV/EBITDA (x)  93.4 26.1 20.2 13.6 

PER (x)  N/A 42.8 39.2 24.2 

Source: Company Information and Progressive Equity Research estimates 
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Executive Summary 

Business Model 

Beeks Financial Cloud Plc (“Beeks”) provides scalable, cloud-based ultra-low latency 
connectivity and infrastructure services for the automated trading of all key financial 
asset classes. Its client base is primarily institutional, and its principal revenue streams 
involve: 

▪ The provision of infrastructure within selected data centres across the globe. 

▪ Connectivity between:  

- Beeks own servers and those of the various trading venues (cross-connectivity) 

- Datacentres in which Beeks has a presence (Wide Area Network or “WAN” 
connectivity) 

▪ The provision of anti-DDoS (Distributed Denial of Service) solutions to protect clients 
from malicious denial-of-service attacks. 

The group has a global platform, with connectivity to selected trading platforms 
worldwide. 

Strategic positioning and competitive advantage 

The diagram below, in our view, can be used to describe the group’s positioning within 
its chosen markets. Beeks benefits from a strong platform and a strong product set, 
augmented by a highly experienced management team (see below).  

Beeks Strategic Positioning 

 

Source: Progressive Equity Research 
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The actual size of the market addressed by Beeks is difficult to quantify. However, we 
believe it to be vast and note management’s view that the total potential market may 
number 15- 20,000 institutions.  

In our view, Beeks has competitive advantage in several key areas. These include rapid 
deployment times – facilitating same-day trading, the platform’s inherent security and 
the flexibility given to clients by the self-service portal. The group also gains significant 
credibility in the marketplace from being a UK-listed Plc, with £1.8m in net cash and an 
operational footprint that spans the globe. 

A strong start to life as a public company 

Beeks’ FY 18 and H1 19 results confirm the business is profitable and growing, with high 
levels of recurring revenue and positive monthly cash generation. Although publicly-
listed for around a year, dividends are already being paid. The group has also made 
demonstrable operational progress over the past eighteen months, with new connectivity 
provided to IEX in New York and SGX in Singapore, new capacity installed in London 
and an imminent service launch in Brazil. It has also launched a crypto-currency offering 
with connectivity to the Gemini Exchange in New York.  

With the acquisition of the trading assets of US-based Commercial Network Services 
(“CNS”) announced in May-19, the group has, we believe, made another strategically 
sensible acquisition. The deal brings additional customers (c1,000) and datacentres to 
Beeks and removes a key competitor from the marketplace.  

Strong financial position 

The group reported a H1 2019 closing net cash position of £1.8m. In addition to 
underpinning future growth, the groups’ cash balance may give additional flexibility in 
any future M&A activities that may be undertaken.  

Management 

Beeks’ management team have vast experience of information technology and financial 
markets. Chairman Mark Cubitt will be known to many as a former CFO of Wolfson 
Microelectronics. CEO Gordon McArthur has 19 years in the IT industry, and previously 
held senior roles at IBM. CFO Fraser McDonald has over 17 years industry experience. 
Christopher Livesey, independent NED, has over 25 years’ experience of the software 
industry and is currently SVP and GM of Micro Focus’s Mainframe Products division. 
Will Meldrum, independent NED, is currently SVP and Chief of Staff at IHS Markit, having 
previously worked in asset management at Deutsche Bank.  

Risks & challenges 

The Beeks investment case is predicated on the business delivering growth and ongoing 
operational improvement. To deliver its targets, the company faces a number of strategic 
and tactical challenges, and risks to its business. We include a table highlighting some 
of the most relevant, together with descriptions of management’s mitigating actions. 
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Business Model 

Connectivity and infrastructure provision 

Founded in 2010 and headquartered in Glasgow, Beeks Financial Cloud Plc (“Beeks”) 
provides robust and secure, ultra-low-latency connectivity and infrastructure services for 
the automated trading of various financial asset classes on a number of leading Financial 
Exchanges.  

The following graphic summarises the Beeks business model: 

Beeks Financial Cloud – Business model 
 

 
 

Source: Company materials 

The group’s offering bundles connectivity and infrastructure. It has two principal revenue 
streams, which are marketed in an integrated bundled offering: 

▪ Infrastructure provision - access to server hardware and associated infrastructure 
in currently eleven (soon twelve) datacentres around the world. This is billed on a 
per-server basis, with three pricing options: 

- Bare Metal Servers 

(Beeks provides a physical server, client the operating system and support) 

- Dedicated Servers  

(Beeks provides a physical server with operating system, maintenance and 
support included) 

- Virtual Private Servers 

(Clients share virtualised capacity on a server, Beeks provides maintenance 
and support)  
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- Server co-location 

(Beeks provides space in its racks for clients to physically locate their own 
hardware) 

▪ Connectivity provision - priced on per Mb of data transferred basis, and includes:  

- Cross-connects between Beeks’ own servers and those of Trading venues 

- Point-to-point fibre-based WAN connections between data centres (used when 
trading data travels between data centres) 

The group also provides anti-DDoS (Distributed Denial of Service) solutions to protect 
clients from malicious denial-of-service attacks. 

An IT Service Provider, not a financial market participant 

Beeks is an IT service provider and is not subject to financial regulation itself. The group 
does not undertake trading activities or use financial data or hold financial data on behalf 
of its clients. 

The group does not provide customer liquidity nor trading applications. These third-party 
services are chosen by the end customer to meet their own requirements and do not 
specifically generate income nor opex for Beeks.  

A global platform 

As shown in the following graphic, the group has a global platform, with connectivity to 
trading venues worldwide. The locations in which Beeks has infrastructure have been 
strategically selected to give closest possible coverage and connectivity to the major 
Forex and Futures exchanges and Trading Venues. 

Beeks Global Platform 
 

 

Source: Company materials 
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All key asset classes supported  

Beeks has a presence in eleven (soon to be twelve) datacentres in seven of the world’s 
key financial centres. The group provides connectivity for automated trading in in 
multiple financial markets including cryptocurrencies, equities, fixed income securities, 
and foreign exchange.   

The following table summarises Beeks’s key datacentre presences and the technology 
providers to which the group provides connectivity.    

Beeks – Key Datacentres & trading technology providers 

 

Equinix NY4 Equinix LD4/5 Equinix DC3 

AxiTrader Avelcom CME 

Barclays BATS RITHMIC 

BNP Paribas BSO Network Trading Technologies 

Currenex CFH clearing  

Deutsche Bank Credit Suisse Equinix TY3 

Fastmatch EBS FX Spotstream 

Fxall Fastmatch Invast 

Gain GTX FxPro LMAX 

Gemini LMAX 
 

Goldman Sachs Lucera Equinix CH2 

HSBC MKS Vela 

Interactive Brokers Morgan Stanley   

LMAX oneZero Interxion LON1 

Lucera PrimeXM LME 

Market Factory Saxo Bank Trading Technologies 

OANDA Societe Generale VELA 

oneZero Sucden Financial WAN CONNECTION 

PrimeXM TATA Equinix CH2 - NY4 

SeedCX Thomson Reuters Equinix LD4/5 - FR2 

Tier1FX UBS Equinix LD4/5 - HK1 

UBS Vela Equinix LD4/5 - TY3 

Virtu VTE Equinix NY4 - HK1 

Xenfin Xenfin Equinix NY4 – LD4/5 

XTX XTX Equinix NY4 - TY3 

360T 360T Equinix TY3 - HK1 

  Equinix TY3 - HK1 
 

Source: Company materials 
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The advantages of Algorithmic Trading 

Industry sources suggest algo trading is taking an increasing share of overall trading 
volumes in key asset classes. According to one source, algo trading is generating 
around 20% of institutional foreign exchange volumes and around half of equity trading 
volume1.  

According to NASDAQ2, Algorithmic Trading has a number of advantages of “traditional” 
(i.e. human-driven) financial trading, which are driving growth in algo trading volumes.  
These include: 

▪ Speed - algorithms are written beforehand and are executed automatically. The 
speed at which these trades are made is measured in fractions of a second, faster 
than humans can perceive. Trades can also be executed on multiple indicators at a 
speed that no human could do.  

▪ Accuracy -if a computer is automatically executing a trade, the pitfalls of manual 
trade entries are avoided, especially where a computer algorithm that has been 
double checked to make sure the correct order is entered. 

▪ Reduced transactions costs - With algo trading, traders don't have to spend as 
much time monitoring the markets, as trades can be executed without continuous 
supervision. The dramatic time reduction for trading lowers transaction costs 
because of the saved opportunity cost of constantly monitoring the markets. 

▪ The removal of human emotions from financial markets: Algo trades are 
constrained within a set of predefined criteria, so are completely devoid of human 
emotions that can lead to irrational decisions - particularly those driven by fear and 
greed.  

▪ The ability to back test: Another advantage to algo trading is the ability to back test, 
giving traders the ability to see which elements of their trading system(s) work and 
which don’t. With algo trading, the algorithms can be run on past data to see if they 
would have worked in the past.  

Algo trading adoption 

Industry sources claim the USA is the largest market for algo trading, generating around 
52% of the global total in 2016. Europe was second with 40%3.  

Note, these are the territories in which Beeks has its largest presence. As shown in the 
graphic on page 6, Beeks has connectivity to five datacentres in the USA, and four in 
Europe.  

The importance of low latency 

To quote telco equipment vendor Fujitsu, “Financial networking is hypersensitive to 
latency”4.  

In algorithmic trading, clients directly interface with Trading Venues. Orders are 
automated, i.e. placed without human intervention. Buy and sell instructions are 
automated by usually custom-designed applications that interpret and react to various 
inputs of externally generated data, for example price/volume changes, market 
movements, inflation figures, unemployment data etc.  

                                                         

1 1 https://fxalgonews.com/issues/FXAlgoNewsMay2018.pdf 
2 https://www.nasdaq.com/forex/education/advantages-of-algo-trading.aspx 
3 https://www.reuters.com/brandfeatures/venture-capital/article?id=41973 
4 https://www.fujitsu.com/us/Images/LowlatencyTrading.pdf 



14 May 2019 

 

 
8 

Applications must be able to receive information and deliver instructions incredibly 
rapidly - the first market participant to get their trade requests to market will get the best 
price. This has been the key driver of increasing demand for ultra-low latency 
connectivity. To quote Fujitsu again – “The relentless pace of innovation in low-latency 
networking has significantly increased competitive pressure in algorithmic trading”.  

The term slippage refers the differential between an order being placed and the 
execution of that order. It can be measured in several ways - ticks, points, pence, etc. 
Low latency reduces slippage, thereby increasing the probability that an order will be 
executed at the price at which it was placed.   

The Beeks platform has been built from the ground up to reduce latency as much as 
possible. For example, a typical IP packet can be transmitted over the public internet 
between China and New York in 300 micro-seconds. Using Beeks, this is reduced to 
0.5ms.  
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Strategic positioning and competitive advantage 

Growth strategy 

Beeks’ strategic goal is to grow the institutional business, both organically and via 
acquisitions. The group’s growth strategy has several key components, with each 
discussed below: 

▪ Upgrading the self-service web portal 

▪ Developing and launching new services across the Beeks platform 

▪ Expanding the Tier 1 customer base 

▪ Growing the overall institutional customer base 

▪ Opportunistic M&A  

Organic growth drivers: Portal upgrades, new services and larger clients 

As discussed in the previous section, management believe the Beeks portal is unique 
asset which sets the group apart from competitors. Portal upgrades are expected to 
drive further growth in the business, with management confirming an uptick in VPS sales 
following the portal launch, and their expectation that sales of dedicated services should 
also benefit.   

Management has also indicated that they see a number of possible extensions to the 
Beeks platform. These may include data feeds from additional Trading Venues, data 
normalisation (where data from Trading Venues is collated and packaged), cloud data 
recovery and additional connectivity offerings.  

The latter is of particular interest, with the group having made investments in new 
connectivity in H1 2019, notably in London and Singapore. Furthermore, a twelfth data 
centre (Brazil) is scheduled to go live in H2 2019.  

The third element of the organic growth strategy is to grow the customer base, both in 
terms of Tier 1 customers and the overall institutional base. Beeks signed its first Tier 1 
institutional client during H1 19, and is targeting larger clients going forward. The group 
also delivered growth in the institutional client base, which now numbers 210. 

Tier 1 customers have four key requirements – a solid, secure and scalable platform and 
support from a credible provider. We believe Beeks scores highly on all of those 
measures, and will discuss each in further detail on page 11.  

Inorganic growth: M&A  

Beeks has a successful track record in M&A to drive growth, and management has 
flagged M&A as a potential future growth driver.  

In 2014 Beeks acquired competitor, Gallant VPS Inc, the business of which was 
integrated into the Beeks platform and generated material cost synergies.  

In 2015 Beeks acquired the business and assets of VDIWare LLC giving Beeks entry 
into the Futures market and boosting credibility with institutional clients. 
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In May 2019, Beeks announced the acquisition of the trading assets of CNS for a total 
consideration of up to £1.4m. CNS specialises in hosting low latency algorithmic trading 
systems, virtual private networks and streaming media from data centres in London, 
New York and Los Angeles. The company provides services to approximately 1,000 
retail clients across multiple geographies and reported annualised recurring revenue of 
approximately $1.0 million and PBT of $0.17 million for the year to 31 December 2018. 

In both the 2017 Admission document and the FY 2018 results announcement, 
management flagged an interest in M&A of two particular types - bolt-on acquisitions to 
bring additional scale and scope but also strategic acquisitions potentially involving the 
development of cross asset class offerings, value added services, moves into new asset 
classes or acquisitions of complementary businesses. The H1 19 results confirmed 
management had been in discussions over two potential M&A transactions during the 
period, but had declined to execute them.  

Routes to market 

Beeks has traditionally added new clients by one of three methods: 

▪ Partners and trading venues 

▪ Search engines 

▪ Word of mouth / referrals 

The group has recently enhanced sales and marketing activities with the addition of a 
new VP of sales and the establishment of additional sales capability in London.  

Market size 

Beeks provides infrastructure and connectivity for automated trading. Our own research 
has concluded that estimates of the size of the market are not readily available and there 
appear to be no industry research providers (e.g. Gartner) actively researching the 
sector.  

That said, Beeks’ product offering targets financial institutions and private traders. We 
believe the total market is potentially vast: 

▪ The group’s offering is attractive to any financial institution trading financial assets 
on the respective markets to which Beeks provides connectivity and infrastructure. 
This includes Banks, Brokers, Hedge Funds and other Asset Managers. Although we 
have been unable to ascertain just how numerous these organisations are across 
the world, the number is likely to be vast. 

▪ We believe there is a similar argument to be made for private traders. Credible 
estimates for the total number globally are not readily available. Nevertheless, to us 
it seems likely that the number will also be significant.  

Beeks has a current customer base of 210 institutions, contributing about 90% of group 
revenue (H1 2019A). The group provides connectivity to some of the largest trading 
venues globally, like the CBOE and the CME and also provides access to liquidity in 
large non-exchange trading markets like Futures and Forex.  

Acknowledging the difficulty in quantification, we therefore believe the market 
opportunity could be vast. Management believe the potential client base could number 
between 15- 20,000 financial institutions globally. With just under 200 institutional clients 
already signed up (see below), the opportunity appears to be material.  
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In addition, our own research did reveal some data points that may be insightful. Industry 
sources estimate the global algorithmic trading market is expected to grow from 
US$8.3bn in 2016 to US$21.8bn by 2025, a CAGR of 10.2%5. Note however, these 
figures refer to the actual value of assets traded, not the tools nor the platforms used to 
trade them.  

Clearly Algo trading is but one segment of the overall financial system. However, we 
believe it logical to assume that growth in this market would be accompanied by 
increasing demand for services attached to that market – although whether the 
relationship in growth is linear or not is another matter. If the market is growing, to us it 
would appear to be logical that demand for connectivity will also increase, especially 
given the importance of low-latency connectivity in the algo trading marketplace.   

Competitive situation 

Beeks’ 210 institutional clients are both ‘‘buy side’’ and ‘‘sell side’’ financial institutions, 
including Clients include Banks, Brokers, Hedge Funds and other Asset Managers. 
Private clients generate the remainder of the group’s turnover. 

95% of clients pay monthly, the remainder paying annually in advance. Average monthly 
institutional customer spend is £2500 although institutional spending per client is 
significantly greater than that of private traders. 99% of revenue is recurring in nature.  

Beeks faces competition on two levels: 

▪ Niche players like Beeks providing packaged services of infrastructure and 
connectivity for financial asset trading. 

▪ Large Cloud IT services players such as Amazon AWS, Microsoft Azure and the 
Google Cloud Platform that can provide generic cloud IT solutions, but typically 
lacking a direct offering for financial asset trading. 

We believe Beeks has a number of competitive advantages to compete with players in 
the former category. Whilst there is a lack of direct competitive offerings from the latter 
category, the likes of Amazon and Google create barriers to adoption of niche player’s 
offerings – particularly with the in-house IT departments of financial institutions. A 
number of the larger players can provide infrastructure in the key data centres. However, 
to our knowledge they do not offer high-speed, low latency connectivity to trading 
venues. 

Competitive advantages 

We believe Beeks has competitive advantage in a number of areas, including: 

▪ Rapid time to market: Short activation enables same-day trading. It also allows 
clients to test new strategies without significant costs attached.  

▪ The platform provides ultra-low latency trading, allowing clients to trade efficiently. 

▪ The platform is highly scalable. As client’s requirements increase, the Beeks platform 
scales with them. The typical trajectory of client spend is upwards, with initially a 
small number of servers that builds up over time as client confidence in the Beeks 
platform grows.  

▪ The platform is highly secure: Beeks WAN connectivity offers greater security, lower 
packet loss and minimises the number of publicly-facing (i.e. hackable) devices. 
DDoS protection is built into the platform, providing cover without latency impact.  

                                                         

5 https://www.prnewswire.com/news-releases/algorithmic-trading-market-to-be-worth-us-21-807-6-mn-
by-2026-emergence-of-ai-and-algorithms-in-financial-services-sector-to-drive-demand-tmr-
810638834.html 
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▪ With no central market places in certain asset classes, particularly forex and futures, 
Beeks low-latency platform matches global connectivity to global liquidity.   

▪ The Beeks platform has seen over eight years of development and received material 
financial investment. We believe this acts as a barrier to new entrants. A significant 
amount of time and resource would be required by new players to enter the 
marketplace.  

▪ The Beeks self-service portal gives clients significant flexibility to manage their 
account, which we believe is currently unmatched by any competitor.  

▪ Beeks provides 24/5 support for clients. Furthermore, it also has a dedicated support 
team for cloud trading. Generic cloud IT providers do not provide this level of 
dedicated support.  

▪ The ability to deliver hybrid cloud solutions. Beeks’ core offering is the provision of 
secure, low-latency connectivity to trading venues. The group’s hybrid cloud product 
allows clients to interface the Beeks cloud with third-party cloud offerings where low-
latency is not required, for example back office systems and Office365. In the H1 
19A results, management highlighted that Beeks has recorded a number of wins in 
the hybrid cloud space, evidencing the group’s strong positioning in the segment.  

▪ The Beeks platform has been in successful operation since 2010. It is field-tested, 
market proven, has relationships with Tier 1 Trading Venues and a growing 
institutional client base. All of these factors give the group credibility in the market, 
and in our view, are highly-valued by clients – especially by Tier 1 players.  

▪ Beeks is a UK-listed Plc, with c£2m in net cash and an operational footprint that 
spans the globe. Founded in 2010, the company is well established, has a solid 
platform – all of which give the group additional credibility and advantages in 
marketing to potential institutional customers. 
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H1 19 results: Continuing to deliver 

We believe Beeks has made a strong start to life as a public company, and the H1 
19A results demonstrate that the group continues to deliver. The results confirm 
that Beeks is a growing, profitable business with high levels of recurring revenue 
and positive monthly cash generation. Although publicly-listed for less than 
eighteen months, dividends are already being paid. This was all delivered whilst 
the group continues to invest in the platform and future growth.   

Impressive growth: Beeks reported H1 2019 revenue growth of 36%. Institutional 
revenues were the key driver, showing a 46% improvement YoY. Beeks closed the 
period with 210 institutional clients, 18 higher than FY 2018. Beeks signed its first Tier 1 
institutional client during the period and is targeting larger clients going forward.    

Recurring revenue remains high: With almost all revenues being generated on an 
ongoing contract basis, it is perhaps unsurprising to see that 99% of turnover is 
recurring. Nevertheless, Annualised Committed Monthly Recurring Revenues 
(“ACMRR”) grew by 26% to £7.45m. 

Growth accompanied by margin improvement: EBITDA increased by 49% during H1 
2019A to £0.94m. The improvement was a driven by previous investments in capacity 
becoming revenue generating.  

Positive cash generation: Beeks reported net cash generated from operating activities 
of £646k for H1 2019A, a £1.2m improvement on H1 2018A. Increased profits and tight 
working capital management were the key drivers of the uplift.  

Investing in the platform and future growth:  Capital expenditure saw a £177k YoY 
increase, reflecting investment in additional infrastructure capacity, notably in Singapore 
and London. The group continues to invest in the self-service portal, and also in new 
product development. A new Backup-as-a-Service offering is scheduled for launch in H2 
2019. H1 19A also saw the and the signing of the group’s first Tier 1 institutional client. 
Going forward larger clients are going to be an area of strategic focus for the group. 
Typically, these customers have larger contract sizes and longer commitments making 
for higher earnings quality.  

A maiden interim dividend: Beeks announced a maiden interim dividend of 0.2p per 
share, following on from the 0.3p announced for FY 2018A. Management have flagged 
a progressive dividend growth policy, which we believe represents a positive sign of 
management’s confidence in the outlook. 

 

Strong financial position 

The group reported closing net cash of £1.8m for the six months ending December 2018.  

In addition to underpinning future growth, the groups’ cash balance and additional 
financing flexibility may give additional flexibility for any future M&A activity.  
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Management 

Beeks’ management team have vast experience of information technology and financial 
markets, with board members having senior-level experience at the likes of IBM, 
Wolfson, Micro Focus and Deutsche Bank.  We suggest potential investors meet with 
management to gain a sense of the business opportunity and methods being employed 
to deliver profitable growth. 

Mark Cubitt – Chairman 
Mark has extensive multinational experience gained over the last 33 years, including 21 
years in the plc environment and eight years as chief financial officer at Wolfson 
Microelectronics plc. Mark is currently a non-executive director of private company RHA 
Technologies Ltd and is also a retained advisor to PureLifi.  

Previously Mark was non-executive chairman of Superglass Holdings plc. He also 
served as VP of finance at Jacobs Engineering and was finance director of Babtie Group 
until the sale of the company to Jacobs Engineering in 2004.  

Mark is a Chartered Accountant and has a degree in Accountancy and Computer 
Science from Heriot-Watt University.  

Gordon McArthur – CEO, Founder 
Gordon McArthur founded Beeks in 2010 having become increasingly frustrated by the 
lack of low latency trading infrastructure available. He has since grown the business 
from a three man start up to its current, profitable form. Gordon’s career in software and 
IT solutions businesses spans 19 years during which time he has held commercial and 
managerial roles at IBM and Versko, an IT specialist for IBM software platforms. During 
his time at IBM Gordon worked in both financial services and the industrial sector and 
initially on SME businesses but latterly covering IBM’s largest globally integrated 
accounts in the Oil and Gas sector. 

Gordon has a BA (Hons) in Risk Management and a Masters in Business Information 
Management from Glasgow Caledonian University. 

Fraser McDonald – CFO 
Fraser joined Beeks in April 2016 as a consultant. He was appointed as Group Financial 
Controller in April 2017 and CFO in October 2018. He was a key member of the team 
who prepared the company for Admission to AIM in November 2017. Fraser has over 
17 years' experience in finance roles across both the private and public sector and has 
held senior roles including Head of Finance and Commercial Manager. He has a BA 
(Hons) degree in Finance from the University of Strathclyde and a Postgraduate Diploma 
in Information Technology from the University of Paisley. 

Christopher Livesey – Independent Non-Executive Director 
Chris Livesey is SVP and General Manager of Mainframe Products at Micro Focus, a 
global software company delivering and supporting enterprise software solutions that 
help clients innovate faster with lower risk. Chris has 25 years’ experience in the 
software industry, having held several senior sales and marketing leadership positions 
in global companies such as IBM, Rational Software and Softlab Limited. Chris has a 
BSc (Hons) in Statistics and a Postgraduate Diploma in Computing Science from the 
University of Glasgow. 

Will Meldrum – Independent Non-Executive Director  
Will Meldrum is SVP and Chief of Staff at IHS Markit, a world leader in critical information 
and data analytics. Prior to joining Markit in 2005, Will worked at Deutsche Bank for four 
years managing the bank’s interests across a portfolio of investments with a key focus 
on industry consortia, electronic trading systems and data. Will holds an MA from 
Edinburgh University and an MBA from London Business School. 
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Risks and Challenges 

Beeks, in common with any organisation with both scale and ambition, faces a number 
of strategic and tactical challenges, and risks to its business. The table below highlights 
some that we consider most relevant and describes management’s actions to mitigate 
and/or manage them. 

Beeks Financial Cloud – Risks and challenges 

 

Financial & Liquidity Risk  

Like any business, Beeks faces the risk that at any point in 
time, financial assets may be insufficient to meet financial 
liabilities.  

Beeks monitors the financial risks to which it is exposed 
through its business activities and ensures sufficient liquidity 
is available to meet foreseeable needs.  

Credit Risk  

Credit risk arises from exposure to outstanding receivables.  
Due to the nature of the business there is not a significant 
credit risk from Beeks’ client base, all of whom pay for 
services on monthly or annual contracts.  

Regulatory risk  

Financial services is a regulated industry. There is a risk that 
parties with whom the Group trades or has other business 
relationships may breach regulations or lose their regulated 
status. 

As an IT services provider, Beeks does not operate in a 
regulated business and is therefore not directly regulated. 
Financial regulation is constantly under scrutiny and 
changing and there is no way of predicting future changes 
to such regulation which may alter the market of the Group’s 
clients   

Technology Risk  

Beeks’ position as an IT infrastructure service provider via the 
cloud exposes it to significant risk in the event that its 
technology or the Group’s systems experience any form of 
damage, interruption or failure. There could be a 
consequential negative impact on the business’s financial 
performance and its reputation.  

The group continuously monitors its infrastructure to 
maintain security and staff receive appropriate training in 
security. The group also employs advanced DDoS cover to 
protect the Group and its clients from attacks  

 

Actions of third parties  

The Company is reliant to an extent on third parties, including 
data centres, internet service providers and trading venues. 
There can be no assurance that these business relationships 
will continue to be maintained or that new ones will be 
successfully formed. 

Third party risk analysis is a key component of Beeks’ 
enterprise risk platform. Management regularly conducts 
third party risk assessments and likewise verifies its checks 
on responses to risks. 

Technological change  

The markets for the Group’s products are characterised by 
rapidly changing technology, and increasingly sophisticated 
client requirements. Changing client requirements and the 
introduction of products or services or enhancements 
embodying new technology may render the Group’s existing 
products obsolete, unmarketable or competitively impaired. 

 

It is critical to the success of the Group to be able to 
anticipate changes in technology or in industry standards 
and to successfully develop and introduce new, enhanced 
and competitive products on a timely basis and keep pace 
with technological change. This is a key area of 
management focus.  

 

Source: Progressive Equity Research estimates 
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Financials 

Overleaf we detail our expectations for Beeks’ near-term financial performance, with 
commentary on key line items provided below.  

Income statement 

Revenue 

Beeks was established to capitalise on growth in the market for automated trading.  The 
company has delivered solid growth since inception (2011), having gained 210 
institutional clients, with a blended average annual spend/customer of around £2500. 
Going forward, we expect revenue growth to be driven by new client wins, and also 
increasing average spend. 

We acknowledge that FY 2019E revenue of £7.5m may appear challenging given £3.5m 
reported for the first half. The Beeks business has traditionally seen a second-half 
weighting as H1 essentially only has three months of sales activity – July, August and 
December being slow months   

Profitability 

Beeks reported a 35% EBITDA margin FY 2018A. We expect a broadly stable margin 
performance FY 2019E, reflecting growth-focussed investment in platform, particularly 
in the London and Asian data centres. For FY 2020E, we anticipate a slowdown in this 
investment, with a corresponding improvement in EBITDA margin.  

Ongoing investment in the platform is the key driver of our anticipated increase in 
depreciation, which we expect to almost double between FY 2018A and FY2020E. That 
said, we expect amortisation to remain broadly stable around £100k per annum over our 
forecast period.    

Cash flow and Balance sheet 

We expect the group’s cash flow performance to benefit from improvements in 
profitability, and also tighter working capital management. This is partially offset by our 
forecast of an uptick in capital expenditures, reflecting ongoing investment in the 
platform and also an anticipated increase in the cash tax charge.  

The group’s cash position will also be impacted by the commencement of dividend 
payments, which we forecast at £0.3m FY 2019E and FY 2020E.  

With £2.1m of net tangible fixed assets and a £1.8m net cash position (both H1 2019A), 
we believe the Beeks growth story is underpinned by a strong balance sheet.  With our 
expectation of positive cash flow during our forecast period, the group’s financial position 
stands to be further enhanced. 
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Financial Summary: Beeks Financial Cloud Group 

Year end: June (£m unless shown)      

      

PROFIT & LOSS  2017 2018 2019E 2020E 

Revenue  3.97 5.58 7.51 10.78 

Adj EBITDA  0.54 1.95 2.52 3.73 

Adj EBIT  0.14 1.36 1.53 2.50 

Reported PBT  (0.76) 0.75 1.30 2.10 

Fully Adj PBT  0.06 1.19 1.45 2.35 

NOPAT  0.14 1.42 1.52 2.55 

Reported EPS (p)  (1.67) 1.66 2.42 3.49 

Fully Adj EPS (p)  (0.23) 2.45 2.68 4.34 

Dividend per share (p)  0.00 0.30 0.52 0.60 

      
CASH FLOW & BALANCE SHEET  2017 2018 2019E 2020E 

Operating cash flow  0.68  0.54  1.63  3.34  

Free Cash flow  (0.32) (1.16) 0.56  1.03  

FCF per share (p)  (0.63) (2.29) 1.11  2.03  

Acquisitions  0.00  0.00  (1.00) 0.00  

Capex  (0.85) (1.46) (0.64) (1.64) 

Shares issued  0.00  4.36  0.00  0.00  

Net cash flow  (0.01) 2.86  (0.44) 0.33  

Overdrafts / borrowings  (0.40) (0.33) (1.33) (0.63) 

Cash & equivalents  0.02  2.89  2.45  2.78  

Net (Debt)/Cash  (0.38) 2.56  1.12  2.15  

      
NAV AND RETURNS  2017 2018 2019E 2020E 

Net asset value  (0.38) 4.84  5.82  7.30  

NAV/share (p)  (0.74) 9.54  11.46  14.39  

Net Tangible Asset Value  1.30  2.14  2.79  3.21  

NTAV/share (p)  2.57  4.21  5.50  6.32  

Average equity  (0.19) 2.23  5.33  6.56  

Post-tax ROE (%)  (29.3%) 53.3% 27.2% 35.8% 

      
METRICS  2017 2018 2019E 2020E 

Revenue growth   40.6% 34.5% 43.5% 

Adj EBITDA growth   258.4% 29.3% 48.2% 

Adj EBIT growth   852.4% 12.5% 63.3% 

Adj PBT growth   2065.5% 21.6% 61.9% 

Adj EPS growth   (1153.8%) 9.2% 61.9% 

Dividend growth   N/A 71.7% 16.0% 

Adj EBIT margins   24.4% 20.4% 23.2% 

      
VALUATION  2017 2018 2019E 2020E 

EV/Sales (x)  12.8 9.1 6.8 4.7 

EV/EBITDA (x)  93.4 26.1 20.2 13.6 

EV/NOPAT (x)  354.8 35.7 33.4 19.9 

PER (x)  N/A 42.8 39.2 24.2 

Dividend yield  N/A 0.3% 0.5% 0.6% 

FCF yield  (0.6%) (2.2%) 1.1% 1.9% 
 

Source: Company information and Progressive Equity Research estimates 
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Appendix - Cross connects 

The following table contains the current list of cross connects between Beeks’ New York and 
London datacentres. Note, these are the only the cross-connects between two datacentres. 
However, we believe the sheer volume of them demonstrates the interconnectedness of the 
Beeks platform. For space reasons, we have not included a list of cross-connects between 
Beeks’ other datacentres.  

Beeks – Cross connects between New York & London 

 

NY4 LD 4/5 

Anova Technologies Instinet ANZ Market Factory 

AxiTrader Integral Avelacom MKS 

Bank of America Interactive Brokers Barclays Morgan Stanley 

Barclays LMAX  BATS oneZero Financial  

BATS Lucera BNP Paribas PrimeXM  

BNP Paribas Market Factory BSO Network Quanthouse 

CCM Alpha Market News CFH Clearing  Quincy Technologies 

Commerzbank OANDA  Citadel Securities  Saxo Bank 

Credit Suisse oneZero Financial  Citi  smartTrade 

Currenex  Polygon  Colt Societe Generale 

Deutsche Bank PrimeXM  Commerzbank Standard Chartered  

Dow Jones Quincy Technologies Credit Suisse Sucden Financial 

Equinix Cloud Connect RBS Deutsche Bank TATA 

FastMatch  Seed CX E*Trade Think Global 

FXall Selerity Equinix Cloud Connect Three Arrows 

FXCM  SIG FastMatch Thomson Reuters 

FXSpotstream SolidFX Flextrade UBS 

Gain GTX Spotex  FxPro Vela  

Gemini Tier1FX FXSpotstream VTE 

Goldman Sachs Trader Tools Gain GTX Xenfin  

GTS UBS GMEX Technologies XTX 

HC Technologies Virtu HC Technologies 360T 

Hotspot Xenfin Hotspot  

HSBC XTX IBC  

IEX  LMAX  

360T  Lucera  
 

Source: Company materials 
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Notes 
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Disclaimers and Disclosures 

Copyright 2019 Progressive Equity Research Limited (“PERL”).  All rights reserved.  PERL provides professional equity research 
services, and the companies researched pay a fee in order for this research to be made available.  This report has been 
commissioned by the subject company and prepared and issued by PERL for publication in the United Kingdom only.  All 
information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable; 
however, PERL does not guarantee the accuracy or completeness of this report.  Opinions contained in this report represent 
those of the research department of PERL at the time of publication, and any estimates are those of PERL and not of the 
companies concerned unless specifically sourced otherwise.  PERL is authorised and regulated by the Financial Conduct Authority 
(FCA) of the United Kingdom (registration number 697355). 

This document is provided for information purposes only, and is not a solicitation or inducement to buy, sell, subscribe, or 
underwrite securities or units.  Investors should seek advice from an Independent Financial Adviser or regulated stockbroker 
before making any investment decisions.  PERL does not make investment recommendations.  Any valuation given in a research 
note is the theoretical result of a study of a range of possible outcomes, and not a forecast of a likely share price.  PERL does not 
undertake to provide updates to any opinions or views expressed in this document. 

This document has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act 2000 of the 
United Kingdom.  It has not been prepared in accordance with the legal requirements designed to promote the independence of 
investment research.  It is not subject to any prohibition on dealing ahead of the dissemination of investment research. 

PERL does not hold any positions in the securities mentioned in this report.  However, PERL’s directors, officers, employees and 
contractors may have a position in any or related securities mentioned in this report.  PERL or its affiliates may perform services 
or solicit business from any of the companies mentioned in this report. 

The value of securities mentioned in this report can fall as well as rise and may be subject to large and sudden swings.  In addition, 
the level of marketability of the shares mentioned in this report may result in significant trading spreads and sometimes may lead 
to difficulties in opening and/or closing positions.  It may be difficult to obtain accurate information about the value of securities 
mentioned in this report.  Past performance is not necessarily a guide to future performance. 


