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KEY DATA 

Net (Debt)/Cash £1.0m 

Enterprise value £49.6m 

Index/market AIM 

Next news Trading Update, Jul-20 

Shares in Issue (m) 50.9 

Chairman Mark Cubitt 

Chief Executive Gordon McArthur 

Finance Director Fraser McDonald 

 

COMPANY DESCRIPTION 

Beeks provides low-latency Infrastructure-as-
a-Service (IaaS) for automated trading of 
financial products. 

www.beeksfinancialcloud.com 
 

Strong growth and momentum 

Beeks Financial Cloud Group’s (“Beeks”) H1 20A results demonstrate 
impressive growth and profitability, alongside strong operational 
momentum. Institutional and retail revenues both grew well during the 
period, and underlying EBITDA grew by almost a third YoY, reflecting firm 
cost management. Operational highlights include the signing up of two new 
Tier1 clients – bringing the roster up to five, and datacentre expansion. We 
make downward revisions to forecasts following the announcement, 
primarily reflecting revised assumptions on revenue growth from Tier1 
clients. 

▪ H1 20A results – impressive growth, visibility remains high: H1 revenue 
grew 23% YoY to £4.29m, with the institutional and retail businesses both 
making positive contributions to growth. Underlying EBITDA grew 30% 
demonstrating that opex remains firmly under control. With 37% YoY 
growth in Annualised Committed Monthly Recurring Revenues (“ACMRR”) 
revenue visibility remains high. 

▪ Strong operational momentum: Beeks signed up two new (unnamed) 
Tier1 clients during the period and also expanded the datacentre 
footprint. The Tier1 client roster now numbers five. In H1 18A – just two 
years ago – the group had none. In addition to demonstrating Beeks’ 
ability to win larger clients, one gives entry into the growing Open Banking 
sector and the other is Beeks’ first $1m annualised deal. H1 20A saw the 
expansion of further new data centres, (NY2 and NY5 New York), with a 
further three opened post-period end (Singapore SG1, Paris PA1, London 
LD8). The group also launched the new Back Up as a Service product. 

▪ Dividend maintained: The interim dividend has been maintained at 
0.2p/share, with the announcement signalling the board’s intention to 
sustain the progressive dividend policy in relation to the full- year. 

▪ Positive outlook commentary:  The release reveals that current trading is 
“positive” and within the range of market expectations.  

▪ Forecast revisions: We make adjustments to earnings forecasts. Our 
amended estimates reflect revised assumptions on revenue growth from 
Tier1 clients - notably those won in H1 20A. We believe our latest forecasts 
are more consistent with the new market consensus and therefore with 
management’s outlook commentary. FY 20E and FY 21E EBITDA are both 
reduced by c9% compared with our previous estimates.  
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FYE JUN (£M) 2017 2018 2019 2020E 2021E 

Revenue 4.0 5.6 7.4 9.6 12.1 

Adj EBITDA 0.5 1.9 2.5 3.7 4.6 

Fully Adj PBT 0.1 1.2 1.3 1.6 2.0 

Fully Adj EPS (p) (0.3) 2.3 2.6 2.8 3.6 

EV/Sales (x) 12.5 8.9 6.7 5.2 4.1 

EV/EBITDA (x) 91.3 25.5 20.0 13.3 10.9 

PER (x) N/A 43.8 38.6 36.0 27.7 

Source: Company Information and Progressive Equity Research estimates 
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2  Beeks Financial Cloud Group 

H1 20A Financial Performance 

Revenue 

H1 20A revenue increased by £0.78m to £4.29m, a 23% YoY increase. Both the institutional 
and retail business contributed to growth. Institutional sales (84% of turnover H1 20A) 
contributed the bulk of the increase (+£0.48m), with retail clients generating the 
remainder. Note that the retail-focussed-Commercial Network Services (CNS) business, 
acquired in May 2019 made a full six- month contribution to financials.  

Geographically, all three regions contributed positively. The Rest of World region remains 
the largest unit (62% of turnover H1 20A), with YoY turnover growth of 10%. The UK saw 
60% YoY revenue growth.  European revenue grew 32% during the period. 

With the bulk of revenue being generated on an ongoing contract basis, recurring revenue 
remains high at c95% of the total. With 37% YoY growth in Annualised Committed Monthly 
Recurring Revenues (“ACMRR”) to £10.2m – more than double the turnover reported for 
H1 20A, revenue visibility remains good. 

Operating expenses 

Total operating expenses grew by £0.16m in the period to £2.73m (excluding £0.34m IFRS 
adjustments). The aggregate cost base was impacted by (anticipated) investment made 
into new data centres and also ongoing investment in growth. However, at +6%, clearly 
opex grew at a materially slower rate than revenue. Depreciation & amortisation rose by 
£0.35m to £0.86m. This reflects increased investment in fixed assets in advance of 
revenues being recognised from new contracts and also longer sales cycles from Tier-1 
clients. 

Profitability and Dividend 

As a result of revenue growth outpacing that of opex, underlying EBITDA (ex. IFRS 16 
adjustments) grew by 30% YoY to £1.22m (H1 19A £0.94m), with a 2pp improvement in 
margin. The group reported a £0.07m tax charge during the period, with the £0.15m swing 
vs H1 19A largely due to a tax credit received during the prior period. Underlying Basic EPS 
for the period rose 5.2% to 1.01p. 

The board has proposed an interim dividend of 0.2p (+0%) and re-iterated its intention to 
maintain the progressive dividend policy for the full- year. We see that as a reflection of 
management’s confidence in the outlook for the business. 

Cash 

Beeks closed H1 20A with a £0.72m net cash position and £1.29m in gross cash. Operating 
cash flows were once again strong – as evidenced by a near-doubling of operating cash 
flow to £1.26m. This was offset by increased capex (£0.8m higher during the period) and 
£0.47m of lease repayments. The overall result was a net £1.05m cash outflow for the half. 
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3  Beeks Financial Cloud Group 

Forecast revisions 

Following the announcement, we have made revisions to FY 20E and FY 21E earnings 
estimates. These are summarised in the following table. 

PERL FY 2020E and FY 2021E earnings estimate changes 
 

  FY 20E   FY 21E  

£m unless stated Old New Change 
(%) 

Old New Change 
(%) 

Revenue 10.68 9.60 -10.1% 13.46 12.05 -10.4% 

Adj EBITDA 4.13 3.74 -9.4% 5.03 4.56 -9.2% 

Fully adj PBT 2.35 1.57 -33% 2.96 2.04 -31% 

Fully adj EPS (p) 4.36 2.76 -37% 5.48 3.59 -35% 
 

Source: Progressive Equity Research estimates 

▪ Our FY 20E and FY 21E revenue forecasts are reduced by 10.1% and 10.4% respectively. 
The changes reflect revised assumptions on the timing/phasing of revenue from certain 
institutional contracts, notably the two Tier1 clients which were acquired at the very 
end of H1 20A. 

▪ Beeks reported an FY 19A underlying EBITDA margin of 34% and 29% for H1 20A. We 
note that margins have historically been stronger in the second half. Our absolute 
adjusted EBITDA estimates are reduced by c9% in both FY 20E and FY 21E, reflecting the 
lower revenue expectations. Nevertheless, we maintain our expectation of an uplift in 
margin to 39% in FY 20E from improved usage of existing capacity. We have also 
increased our D&A expectations, reflecting increased investment in the platform. 

▪ We have revised our forecast capex levels in both FY 20E and FY 21E, reflecting 
increased assumptions on data centre investment given the group’s success in 
attracting larger clients.  Our reduced profit and increased capex expectations are the 
key drivers of the decline in our net cash forecasts. Our revised closing FY 20E and FY 
21E net cash position estimates of £1.03m and £3.16m respectively compare with 
£1.84m and £5.01m previously.  
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4  Beeks Financial Cloud Group 

Financial Summary: Beeks Financial Cloud Group 

Year end: June (£m unless shown)      
      
PROFIT & LOSS 2017 2018 2019 2020E 2021E 
Revenue 3.97 5.58 7.35 9.60 12.05 
Adj EBITDA 0.54 1.95 2.48 3.74 4.56 
Adj EBIT 0.14 1.36 1.58 1.82 2.21 
Reported PBT (0.76) 0.75 1.04 1.32 1.79 
Fully Adj PBT 0.06 1.19 1.32 1.57 2.04 
NOPAT 0.14 1.70 1.89 1.90 2.33 
Reported EPS (p) (2.27) 2.26 2.10 2.09 2.83 
Fully Adj EPS (p) (0.32) 2.27 2.58 2.76 3.59 
Dividend per share (p) 0.00 0.30 0.35 0.40 0.46 

      
CASH FLOW & BALANCE SHEET 2017 2018 2019 2020E 2021E 
Operating cash flow 0.68  0.54  2.13  3.45  3.75  
Free Cash flow (0.32) (1.16) 0.04  0.65  1.50  
FCF per share (p) (0.63) (2.28) 0.08  1.28  2.95  
Acquisitions 0.00  0.00  (1.11) 0.00  0.00  
Capex (0.85) (1.46) (1.66) (2.20) (2.60) 
Shares issued 0.00  4.36  0.00  0.00  0.00  
Net cash flow (0.01) 2.86  (0.55) (0.05) 1.50  
Overdrafts / borrowings (0.40) (0.33) (1.32) (1.26) (0.62) 
Cash & equivalents 0.02  2.89  2.34  2.29  3.79  
Net (Debt)/Cash (0.38) 2.56  1.02  1.03  3.16  

      
NAV AND RETURNS 2017 2018 2019 2020E 2021E 
Net asset value (0.38) 4.84  5.63  5.88  7.83  
NAV/share (p) (0.74) 9.52  11.07  11.56  15.38  
Net Tangible Asset Value 1.30  2.14  2.44  2.72  2.97  
NTAV/share (p) 2.56  4.20  4.80  5.35  5.84  
Average equity (0.19) 2.23  5.24  6.07  7.12  
Post-tax ROE (%) (29.3%) 53.3% 25.1% 25.8% 28.6% 

      
METRICS 2017 2018 2019 2020E 2021E 
Revenue growth  40.6% 31.7% 30.6% 25.5% 
Adj EBITDA growth  258.4% 27.4% 50.9% 22.0% 
Adj EBIT growth  852.4% 16.1% 15.3% 21.4% 
Adj PBT growth  N/A 10.5% 19.1% 30.0% 
Adj EPS growth  N/A 13.4% 7.1% 30.0% 
Dividend growth  N/A 16.7% 14.3% 15.0% 
Adj EBIT margins 3.6% 24.4% 21.5% 19.0% 18.4% 

      
VALUATION 2017 2018 2019 2020E 2021E 
EV/Sales (x) 12.5 8.9 6.7 5.2 4.1 
EV/EBITDA (x) 91.3 25.5 20.0 13.3 10.9 
EV/NOPAT (x) 346.8 29.2 26.2 26.1 21.3 
PER (x) N/A 43.8 38.6 36.0 27.7 
Dividend yield N/A 0.3% 0.4% 0.4% 0.5% 
FCF yield (0.6%) (2.3%) 0.1% 1.3% 3.0% 

 

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: 
Emily Ritchie 
+44 (0) 20 7781 5311 
eritchie@progressive-research.com 
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It has not been prepared in accordance with the legal requirements designed to promote the independence of investment research.  It is not 
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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. 

 

 

 

 


