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Strong interims; new products to drive growth 
eg’s recent interim results were in line with the August 2015 trading 
statement. With underlying performance ahead of our expectations, 
continuing improvement in the order book (up 19%), and upbeat 
commentary from management, we are increasing forecasts.  We now 
expect PBT breakeven in FY16. Alongside the results, eg also 
announced new mobile and forecasting modules for the eg 
intelligence suite, giving further confidence in the growth outlook.   

� In line interim results, reflecting ongoing investment: eg reported 
interim results in line with the August 2015 trading statement. At £3.6m, 
underlying revenue was up 16% over H1 2015. A number of new 
contracts for the eg operational intelligence suite were signed in H1 with 
new and existing customers and across a range of verticals and 
geographies. EBITDA fell to £0.1m, reflecting ongoing operational 
investment, which was the key driver of a H1 £1.2m net cash outflow. 

� Further improvement in visibility in H1: eg confirmed the order book 
now stands at £15.5m, to be recognised over the next 3-4 years. This 
represents a £2.5m improvement on H1 FY15 and we note the current 
level equates to 174% of FY16E revenues, or 107% of FY18E.  

� Forecasts increased: Following the interim results, we make upward 
revisions to forecasts. Notably, we now expect eg to reach PBT 
breakeven in FY16E (vs a forecast £258k loss previously). 

� Breaking out of the back office: eg also announced the release of eg 
mobile and eg forecasting, extensions to the core back-office workforce 
optimisation platform. With mobile working increasingly prevalent, the 
broadened product suite should provide eg with additional competitive 
advantage.  We attended the product launch event, and include 
additional detail in this note.    

As longer term followers of the eg story will be fully aware, eg’s financial 
performance over recent years has been impacted by investment in the 
platform and new products. Whilst this remains the case, the impressive 
top line growth being delivered provides evidence that the benefits are 
beginning to come through. With the product suite enhanced, and a solid 
cash position, eg seems well set to deliver on its future growth targets.     
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FYE JANUARY 2014A 2015A 2016E 2017E 2018E 

Revenue 4.5 7.5 8.9 11.8 14.5 

Adjusted EBITDA -0.6 1.2 0.8 1.6 3.4 

Adjusted PBT -1.5 0.4 0.0 0.5 2.2 

Adjusted EPS (p) -7.3 2.6 -0.2 2.3 9.4 

EV/Sales 2.3x 1.4x 1.1x 0.9x 0.7x 

EV/ADJ. EBITDA n.a. 8.5x 13.3x 6.6x 3.0x 

P/E n.a. 24.3x n.a. 27.5x 6.9x 

Source: Company Information and Progressive Equity Research estimates 
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Forecasts increased 

EG SOLUTIONS PLC – Forecast revisions 
 

  FY16E FY17E FY18E 

£m unless 
stated Old New 

Change 
(%) Old New 

Change 
(%) Old New 

Change 
(%) 

Revenue 8.9 8.9 1% 11.8 11.8 0% 14.5 14.5 0% 
Adj EBITDA 0.6 0.8 33% 1.6 1.6 1% 3.4 3.4 0% 
Reported 
PBT -0.3 0.0 n.a. 0.5 0.5 1% 2.2 2.2 0% 
Fully adj 
PBT -0.3 0.0 n.a. 0.5 0.5 1% 2.2 2.2 0% 
Fully adj 
EPS (p) -1.1 -0.2 n.a. 2.3 2.3 1% 9.4 9.4 0% 

 

Source: Progressive Equity Research estimates 

� Following the interim results, we make upward revisions to FY16E estimates. 

� We have reduced our opex expectations for H216E, reflecting lower operational 
investment than contained in our previous forecast.  

� The result is a 33% improvement in FY16E EBITDA, with a return to breakeven at 
the pre-tax level.  

� FY17E and FY18E estimates are largely unchanged.  

New products to boost growth 
For the unfamiliar, eg’s core product offering is the eg operational intelligence software 
suite, a real-time back-office workforce management optimisation platform. The suite 
monitors, reports and prioritises all incoming work and all back office resource 
availability.  Customers can then utilise the platform to control, optimise and improve 
back office processing.  

Alongside the interim results, eg announced the release of eg mobile and eg forecasting 
modules to extend functionality of the core eg operational intelligence suite.  

In our view, these modules represent a significant expansion of the eg platform. 
The broadened product set represents a key area of competitive advantage for eg, 
giving confidence in the group’s ability to deliver future growth.  

The product launch event included detail and live demonstrations of the products and 
their functionality, as well as a useful “framing” presentation from Gartner, whose vision 
of the coming age of “digitalisation” chimes very well with the product extensions 
announced by eg at the event.   

The world continues to adopt IT at an ever-increasing pace, and we are now entering 
the age not of merely improving or optimising business processes through technology; 
technology is now changing businesses completely, and allowing totally new models to 
exist where previously there were barriers – think Uber, AirBnB and many others.   

While eg’s customers are existing “traditional” businesses (and public sector 
organisations), these must adopt technologies and adapt their processes – the two 
things that eg’s new products enable and foster.   We describe both modules below. 
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eg mobile™ 

Numerous studies of the growth in remote working suggest that the vast majority of 
workers use mobile devices for work (one study suggests 89%)1. As a response to 
customer demand eg mobile has been developed to extend the functionality of the 
operational intelligence suite to workers on the move.  

The mobile module is provided at no cost to existing operational intelligence cloud suite 
customers. It interfaces with the client’s existing operational intelligence installation, and 
provides consistent, real-time work allocation and performance management to all 
teams within the firm. Key features of the module include: 

� Access is available both off and on-line (i.e. cellular and wifi) 

� Work items and workload can be received and reviewed on the mobile device, and 
mobile users can start and complete tasks and initiate follow-on processes 

� Mobile users can set availability, location and attendance.  

� Users can view the location of mobile workers 

� Photo, video, audio and alpha-numeric data can be added to work items. 

eg mobile provides configurable notifications and alerts, real-time KPI and SLA 
performance dashboards including team members, teams or the entire operation, 
allocations and work queues. Sample screenshots are presented below 

eg mobile™ - sample screen shots 

 
 

Source: Company materials 

The software will be available on both IOS and Android devices.  

                                                        
1 Source: http://blog.sage.co.uk/blog/index.php/2015/07/the-importance-of-mobile-for-the-enterprise/  
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eg forecasting™ 

Whereas the mobile module brings entirely new functionality to the eg operational 
intelligence suite, the eg forecasting™ brings extensive new functionality to an existing 
module.  

Forecasting suite background 

According to eg, back office forecasting has historically been based upon the use of 
historic performance as a basis for estimates of the future, with data typically held in 
spreadsheets. Although inherently straightforward to understand, the use of historic data 
as a predicator of the future is fraught with issues, notably the fact that historic data can 
incorporate hand-offs, rework and failure demand, all of which inflate supply calculations.  

The updated eg forecasting module takes a different approach. Using the key business 
drivers supplied by the eg work manager component of the intelligence suite, eg 
forecasting creates a demand profile encompassing anticipated customer process 
volumes, and the end-to-end activities and resources required to complete the tasks.  

Once this stage has been completed, the module produces capacity planning schedules 
which can be managed against short-term plans.  

Real-time reaction to changing situations 

Importantly, the eg forecasting suite allows for real-time decisions to be taken in 
response to changing situations.  Intra-day performance monitoring is available, allowing 
managers to flex their previously-made decisions as new information becomes 
available.   

In terms of mapping actual performance to demand and supply model forecasts, this 
level of flexibility provides a valuable comparative advantage for eg’s customers.  
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Competitive positioning 
In the back office workforce optimisation market, eg faces competition from three key 
players, Genesys, Nice and Verint. Each is described below.  It will be noted that, in 
each case, the back office optimisation business is only a small proportion of the overall 
business, raising questions over the level of focus or drive for excellence in the provision 
of this software.   

Clearly, there is a risk to eg that the larger players use operational performance 
software as a “loss leader” in larger bundled sales and attempt to commoditise 
the offerings.  We believe that eg’s greater focus and absolute dedication to the 
area should provide better quality solutions to customers who will ultimately be 
prepared to value the software accordingly.  

 

Genesys Telecommunications Laboratories, Inc. (Privately owned) 

Based in the US, Genesys was founded in 1990, claiming to have developed one of the 
world’s first scalable computer telephony integration (CTI) solutions. Genesys claims to 
be the  market leader in omnichannel customer experience (CX) and contact center 
solutions in the cloud and on-premises. We believe that back office optimisation 
represents a small part of the overall business, with the company typically bundling back 
office solutions into a broader contract centre optimisation offering. The company is 
privately owned, with little financial information freely available. However, in 2012, the 
ownership of Genesys transferred from Alcatel-Lucent to a company controlled by the 
Permira Funds with participation from Technology Crossover Ventures 

Nice Systems Ltd (NICE US, $61.82, mkt cap $3.7bn) 

Founded in Israel in 1986, NICE has been listed on the Tel Aviv Stock Exchange since 
1991, with ADRs listed on NASDAQ since 1996. Nice has three principal areas of 
activity: Perfecting Customer Experience (customer experience management), 
Protecting People & Assets (risk management and mitigation), and Financial Crime 
Prevention & Compliance. As with Genesys, we believe back office optimisation 
represents a small part of the overall business. NICE has over 3,500 employees and a 
presence in more than 150 countries. It has over 25,000 customers, including more than 
85 of the Fortune 100. The company reported revenue of $1.01bn in 2014, with earnings 
of $103m.  

Verint (VRNT US, $47.58, mkt cap $3.0bn) 

US-based Verint has three main product lines: Customer Engagement Optimisation 
solutions, Security engagement solutions and Fraud, Risk and Compliance  solutions. It 
claims a customer base of 10,000 organisations globally, in over 180 countries, including 
80% of the Fortune 500.  Verint has spent more than $1.0 billion in R&D over the past 
decade, and has over 700 patents and patent applications globally. It reported $1.2bn 
in revenue for the year to January 2015. However, as with Genesys and Nice, we believe 
back office optimisation represents a small part of the overall business, with the 
company using back office solutions as an “add-on” for its more established offerings.  
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EG SOLUTIONS – FINANCIAL FORECASTS 

 

Profit & Loss FY-13A FY-14A FY-15A FY-16E FY-17E FY18E 
Revenue 5.0 4.5 7.5 8.9 11.8 14.5 
Adj EBITDA 0.3 (0.6) 1.2 0.8 1.6 3.4 
Adj EBIT (0.4) (1.5) 0.5 (0.1) 0.5 2.2 
Reported PBT (0.5) (1.5) 0.4 (0.0) 0.5 2.2 
PBT before exceptionals and AAG (0.5) (1.5) 0.4 (0.0) 0.5 2.2 
Fully adj PBT (0.5) (1.5) 0.4 (0.0) 0.5 2.2 
NOPAT (0.3) (1.1) 0.3 (0.1) 0.5 2.2 
Reported EPS (p) (2.3) (8.7) 3.4 0.5 3.0 10.1 
EPS before exceptionals and AAG (p) (2.2) (7.2) (0.7) (0.2) 2.3 9.4 
Fully adj EPS (p) (2.5) (7.3) 2.6 (0.2) 2.3 9.4 
Dividend per share (p) 0.0 0.0 0.0 0.0 0.0 0.0 
Cash flow & Balance sheet FY-13A FY-14A FY-15A FY-16E FY-17E FY18E 
Operating cash flow 0.7 (0.5) 1.6 0.2 0.9 2.8 
Free Cash flow £m 0.0 (1.2) 0.8 (0.9) (0.6) 1.1 
FCF per share p 0.1 (8.4) 5.5 (3.8) (2.4) 4.9 
Acquisitions 0.0 0.0 0.0 0.0 0.0 0.0 
Disposals 0.0 0.0 0.0 0.0 0.0 0.0 
Shares issued (0.2) 1.2 3.3 0.0 0.0 0.0 
Net cash flow (0.4) (0.0) 4.6 (0.9) (0.6) 1.1 
Overdrafts / borrowings (0.3) (0.3) 0.0 0.0 0.0 0.0 
Cash & equivalents 0.0 0.0 4.3 3.4 2.9 4.0 
Net (Debt)/Cash (0.3) (0.3) 4.3 3.4 2.9 4.0 
NAV and returns FY-13A FY-14A FY-15A FY-16E FY-17E FY18E 
Net asset value 1.4 1.5 5.9 6.0 6.7 9.0 
NAV/share (p) 9.9 9.1 26.1 26.6 29.7 40.1 
Net Tangible Asset Value (1.3) (1.2) 3.1 2.8 2.8 3.6 
NTAV/share (p) (9.0) (7.4) 13.7 12.4 12.5 15.9 
Average equity 1.7 1.4 3.7 6.0 6.4 7.9 
Post-tax ROE (%) -20.3% -89.9% 14.2% 1.8% 11.0% 29.7% 
Metrics FY-13A FY-14A FY-15A FY-16E FY-17E FY18E 
Revenue growth 5.0% -10.0% 69.3% 18.6% 31.3% 23.0% 
Adj EBITDA growth N/M N/M N/M N/M 103.0% 119.7% 
Adj EBIT growth N/M N/M N/M N/M N/M 299.9% 
Adj PBT growth N/M N/M N/M N/M N/M 299.1% 
Adj EPS growth N/M N/M N/M N/M N/M 299.1% 
Dividend growth N/M N/M N/M N/M N/M N/M 
Adj EBIT margins -9.0% -33.1% 6.2% -0.9% 4.6% 15.0% 
Valuation FY-13A FY-14A FY-15A FY-16E FY-17E FY18E 
EV/Sales 2.1 2.3 1.4 1.1 0.9 0.7 
EV/EBITDA 31.3 (17.2) 8.5 13.3 6.6 3.0 
EV/NOPAT N/M N/M 30.5 N/M 19.0 4.7 
PER N/M N/M 24.3 N/M 27.5 6.9 
Dividend yield 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 
FCF yield 0.2% -13.0% 8.6% -5.9% -3.7% 7.6% 

 

Source: Company data and Progressive Equity Research estimates 



4 November 2015 

 

 
7 

Disclaimers and Disclosures 

Copyright 2015 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 not regulated by the Financial Conduct Authority (FCA). 

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.  This document is a marketing communication under FCA Rules.  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. 


