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H1 well on track 

…and strategic evolution bearing fruit 

The group has today published a robust set of H1 results, with many 
examples of products gaining traction in new markets, and with 
financial results seemingly well on track to reach our full year 
estimates.  We make no changes to forecasts other than an upgrade 
to net cash, and take comfort from the clear progress being made. 

 Strong H1 results  Elecosoft has delivered H1 results just under half 

of our full-year estimates – revenue £10.0m vs our FY17E estimate of 
£20.3m, and Adj EBITDA £1.6m vs our full year expectation of £3.3m.  
Diluted EPS rose c.60% to 1.0p (from 0.6p) and the interim dividend 
has been raised from 2016’s level of 0.15p to 0.20p (our estimate for 
the full year remains 0.45p – hopefully now cautious)  

 Strength across the board  This strong performance is not the result 

of one or two “star” areas – geographies or product lines; there has 
been growth across almost all locations and all product suites, 
suggesting a well-balanced and steady progress across the business. 

 Unified branding  Perhaps as a result of this balanced performance, 
and in order to facilitate future cross selling and provide group 
marketing benefits, the group has chosen to unify the business under 
the Elecosoft brand. 

 Forecast cash upgraded  We make no changes to our estimates for 

FY2017 or FY2018 – other than to increase our cash forecast, 
following the strong H1 cash generation, from net debt of £0.1m to net 
cash £0.7m. 

Overall, this half-year has shown clear progress across the group, with a 
number of new customer wins, the introduction of products into new 
markets, and a steady growth demonstrated in all areas. 

We believe that this is testament to the strategic positioning of the 
company, and the buoyant long-term market for the application of 
technology to construction.  Elecosoft appears ever-better positioned in 
an attractive market, and the increase in the dividend is an example of the 
way that this is beginning to benefit investors.  We reiterate our view that 
potential investors should look to meet with management and learn more 
about the opportunities that the group enjoys.  
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Y/E DEC  2015 2016 2017E 2018E 

Revenue  15.3 17.8 20.3 22.8 

Adjusted EBITDA  1.8 2.8 3.3 4.0 

Adjusted PBT  1.0 1.8 2.2 2.8 

Adjusted EPS (p)  1.1 1.9 2.0 2.6 

EV/Adj. EBITDA  18.6x 12.2x 10.3x 8.4x 

P/E  39.8x 23.1x 21.8x 16.9x 

Dividend yield  0.0% 0.9% 1.0% 1.2% 

Source: Company Information and Progressive Equity Research estimates 
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Divisional and geographic performance 

We believe that the H1 results demonstrate a good degree of “strength in depth” 
across the Elecosoft businesses.  There have been a number of individual wins – 
Bidcon at McCarthy & Stone, sales of Powerproject into Swedish customers, and the 
successful introduction of Powerproject as a SaaS delivery in the UK.  Nevertheless, in 
our view the H1 results demonstrate a high degree of correlated strong performance 
across a range of geographies and product lines.  The two charts below detail the 
performance in H1 by geography and software type.  Every geographic region has 
seen revenue increase. 

H1 2017 RESULT BY GEOGRAPHY 

 

Source: Company information 

Just as importantly, almost every single product line has seen an increase in revenue 
contribution to the group – and Information Management has had a successful debut.  

H1 2017 RESULT BY PRODUCT LINE 

 

Source: Company information 

 

The performance delivered 
has been strong across both 

geographies and products 
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Rebranding 

For most companies, rebranding is an incidental and potentially unimportant matter.  
We believe, however, that Elecosoft’s decision to unify under the Elecosoft brand, is 
important for two reasons – the signal value, and the potential benefits. 

The signal value of this move is interesting – management would be unlikely to invest 
in a rebranding at a time when markets were uncertain, or there were material 
problems within the business.  The effort would be a distraction, and if the results 
uncertain, it could be difficult to determine the quantum of the benefit achieved. 

The potential benefit of the rebranding relates to enhanced cross-selling and visibility 
of product ranges across the group – by having historically left products in their original 
brands (and often locations), the company had driven local performance, but 
potentially missed out on cross-sales and the benefits of the global sales force.  
Implementing a unified brand should allow the strength of each product to be 
recognised across the globe, and customers should become accustomed to finding 
high quality Elecosoft products for a range of different solutions – rather than being 
required to “join the dots” between products with different names and marketing styles.  

 

Overview and conclusion 

The H1 figures are solid – mapping to almost exactly half our unchanged 2017 
forecasts.  Operating cash generation was around £1m higher than the prior year 
(£2.17m vs £1.29m), allowing us to upgrade our cash estimate for the full year.  Our 
dividend forecast (unchanged at 0.45p) now appears hopefully cautious, given an 
increase in the interim dividend from 0.15p to 0.20p.   

Overall, Elecosoft continues to deliver to plan – decent revenue growth, operational 
gearing driving material increases in EBITDA, and good conversion of this profitability 
into both cash and shareholder returns.  We strongly recommend that interested 
investors make time to visit the company, or to meet with management and learn about 
the opportunities available to the group.  

 

 

 

  

A solid half year, with strong 

financial metrics 

Unifying the brand is 
probably being done from a 
position of strength, and 
could lead to useful benefits 
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SUMMARY FINANCIALS 

          

PROFIT & LOSS FY-15A FY-16A FY-17E FY-18E 

Revenue 15.3 17.8 20.3 22.8 

Adj EBITDA 1.8 2.8 3.3 4.0 

Adj EBIT 1.1 1.9 2.3 2.9 

Reported PBT 1.0 1.5 2.3 2.8 

Fully adj PBT 1.0 1.8 2.3 2.8 

NOPAT 1.6 2.5 2.3 2.7 

Reported EPS (p) 1.1 1.6 2.2 2.8 

Fully adj EPS (p) 1.1 1.9 2.0 2.6 

Dividend per share (p) 0.00 0.40 0.45 0.51 

          

CASH FLOW & BALANCE SHEET FY-15A FY-16A FY-17E FY-18E 

Operating cash flow 1.6 2.4 3.9 2.9 

Free Cash flow (£m) 1.3 1.9 2.0 0.7 

FCF per share (p) 1.7 2.5 2.6 0.9 

Acquisitions 0.1 (2.4) 0.0 0.0 

Disposals 0.0 0.0 0.0 0.0 

Shares issued 0.0 0.0 0.0 0.0 

Net cash flow 1.3 (0.5) 2.0 0.7 

Overdrafts / borrowings (2.8) (3.9) (3.9) (3.9) 

Cash & equivalents 2.0 2.6 4.6 5.3 

Net (Debt)/Cash (0.8) (1.3) 0.7 1.4 

          

NAV AND RETURNS FY-15A FY-16A FY-17E FY-18E 

Net asset value 7.9 9.7 11.1 12.9 

NAV/share (p) 10.6 13.0 14.4 16.7 

Net Tangible Asset Value (4.2) (5.1) (3.0) (0.5) 

NTAV/share (p) (5.6) (6.8) (3.8) (0.6) 

Average equity 3.9 8.8 10.4 12.0 

Post-tax ROE (%) 20.3% 14.1% 16.6% 17.9% 

          

METRICS FY-15A FY-16A FY-17E FY-18E 

Revenue growth n.a 16.6% 14.0% 12.5% 

Adj EBITDA growth n.a. 52.4% 18.9% 21.7% 

Adj EBIT growth n.a. 68.4% 19.2% 25.7% 

Adj PBT growth n.a. 79.4% 24.9% 24.0% 

Adj EPS growth n.a. 72.5% 7.8% 26.6% 

Dividend growth n.a. n.a. 12.5% 12.2% 

Adj EBIT margins 7.5% 10.8% 11.2% 12.6% 

          

VALUATION FY-15A FY-16A FY-17E FY-18E 

EV/Sales 2.2 1.9 1.7 1.5 

EV/EBITDA 18.6 12.2 10.3 8.4 

EV/NOPAT 20.6 13.2 14.8 12.4 

PER 39.8 23.1 21.4 16.9 

Dividend yield 0.0% 0.9% 1.0% 1.2% 

FCF yield 4.0% 5.7% 6.0% 2.2% 
 

Source: Company information, Progressive Equity Research estimates 
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Disclaimers and Disclosures 

Copyright 2017 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.

 


