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PROGRESSIVE 

 

Leading the way 

Elecosoft has reported a strong 2017 year, with profitability ahead of 
our expectations on strongly growing revenue.  The group has 
generated cash, has moved to a net cash position, and is enjoying 
success on a number of fronts.  Elecosoft has market-leading 
positions in a range of segments, and continues to blaze the trail for 
adoption of technology in construction and related industries.  With 
2017 delivering a good result, we look to the future with confidence. 

▪ 2017 performance  The 2017 outturn was partly heralded in the 
January update, and is described in more detail overleaf, where we 
summarise the operational results.  Revenue was materially in line with 
our forecasts (£20.0m vs £20.3m estimated) and adjusted PBT was 
£2.7m vs our expectation of £2.2m.  The group generated £2.6m free 
cash, and has moved to a net cash position (£1.0m at the year-end, 
ahead of our £0.7m forecast).  Finally, as a signal of management 
confidence, the dividend for the full year has been set at 0.6p, ahead of 
our 0.5p estimate, and some 50% ahead of the prior year.  

▪ Changes to estimates  The positive result from 2017 allows us to 
upgrade our expectations for 2018, and to introduce some growth-
based forecasts for 2019.  Although we modestly trim our 2018E 
revenue estimate (from £22.8m to £22.0m), we raise our Adjusted PBT 
forecast from £2.8m to £3.2m, and increase our year-end cash 
expectation from £1.4m to £2.8m.  Our new 2019E estimates are as 
shown below and at the end of this document. 

▪ Continued delivery on leading position  Elecosoft has, through a 
combination of organic product development, and a series of 
acquisitions, built an industry-leading range of construction-focussed 
software platforms.  The group is beginning to monetise this position 
more effectively, although there is clearly much more that can be done 
over time.  We note the increasingly broad offering, the unified branding 
and the gradually-expanding international reach – all of which bode well 
for ongoing growth and profitable expansion. We look forward to 2018 
with renewed confidence for the group, and would expect a combination 
of both acquisitive and organic growth to continue to drive performance.   

2017 was a strong year for the group, and Elecosoft enters 2018 with a 
refreshed management team, a strong market position, and a number of 
market segments performing well. 
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FYE DEC (£M) 2015 2016 2017 2018E 2019E 

Revenue 15.3 17.8 20.0 22.0 23.9 

Adj EBIT 1.5 2.2 2.8 3.3 3.8 

Fully Adj PBT 1.4 2.1 2.7 3.2 3.7 

Fully Adj EPS (p) 1.6 2.4 2.9 3.5 3.9 

EV/Sales (x) 2.7 2.3 2.0 1.9 1.7 

EV/EBITDA (x) 22.6 14.8 11.2 9.8 8.5 

PER (x) 33.8 23.1 19.0 15.7 13.8 

Source: Company Information and Progressive Equity Research estimates 
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2017 – operational detail 

Alongside the financial detail as summarised above, the group has provided a good 
degree of detail around operational performance of the various business units during the 
year.  This section summarises a number of the key points, which can be understood 
with respect to the group’s products and markets – the main areas are shown in the 
chart below, which highlights revenue (in £m) and percentage of total reported revenue 
for 2017: 

ELECOSOFT REVENUE BY PRODUCT AREA (2017) - £M 

 

Source: Company information 

Project Management  Powerproject grew revenues by c10% and represents just under 
half of group turnover.  The platform that build the Shard and the London Eye has seen 
a SaaS version rolled out during 2017, and enjoyed increased sales of BIM (Building 
Information Management) and Site Progress Mobile modules.  A consistent award-
winner on the global stage, this software is available in ten languages (soon to be fifteen) 
and is now #3 in the US project scheduling market.  Customers include Kier and 
Skanska. 

Site Management  Sitecon and Matrix saw revenues (at £0.5) roughly flat on 2016, but 
progress has been made on a SaaS solution, due for launch this year.  The mobile 
offering has gained traction, and hopefully the SaaS offering will further stoke demand 
in 2018.   

Estimating  The Bidcon software product (which adds costing information to a design 
platform) saw two releases during 2017, and maintains a strong market share in its 
native Sweden – the product also saw a major win at McCarthy & Stone during the year.  
Revenues were flat on 2016, at £3.0m.   

Engineering  This segment comprises three applications – Staircon, Statcon and 
Framing.  Overall, revenues grew by some 10%, with Statcon and Framing continuing 
to benefit from the trend towards off-site manufacture, and Staircon winning a major 
order in Australia.   
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CAD / Design  Arcon Evo performed well in its home market of Germany, and appears 
to have benefited from additional up-sell of third party product.  Sales grew c.8% to some 
£2.4m for 2017.   

Information/data management  The October 2016 acquisition of ICON gave the group 
the ICONSystem product – an online central repository for building information.  
Historically strong in the retail sector (for managing data relating to multiple sites and 
locations) the platform is finding application in an increasing range of use-cases.  
McCarthy & Stone was originally an ICON customer, and has been successfully cross-
sold both Bidcon and more recently Powerproject. 

Visualisation  This segment has added Marketingmanager to its pre-existing 
Interiormarket product – both tools are sold to decoration and DIY businesses to allow 
customers to envisage ultimate “look and feel” prior to purchase.  Sales grew by over 
10% to £2.0m, with a strong position in Germany but increasing global footprint. 

By geography 

The chart below depicts the group’s progress across 2015, 2016 and 2017 – clearly 
revenues have benefited from acquisition (the UK’s ICON deal) and from currency 
swings (with overseas sales enjoying a currency tailwind for parts of this timeframe) but 
the overall picture is clear – the business is seeing growth in reported revenues across 
all geographic regions.   

With Brexit concerns still evident, there will be a degree of focus on the UK/European 
mix, but the group appears to us to offer a good balance of geographies, with a number 
of very material opportunities for long-term growth (in particular the USA and Asia) and 
a good recent record in the more-mature markets, where a number of Elecosoft’s 
products have their original homes and enjoy strong market shares.  

 

REVENUE BY GEOGRAPHY (2017) 

 

Source: Company information (note USA/RoW split estimated for 2015) 
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Financial highlights 

The group was able to deliver good revenue growth, some 8% at constant currencies, 
and 12% as reported.  Excluding the impact of acquisitions, organic growth (at constant 
currency) was 4% - a reasonable result given that in a number of markets, Elecosoft is 
now offering SaaS platforms where the revenue model is normally a monthly recurring 
fee, rather than a large up-front licence.  While this has the benefit of better long-term 
value, it clearly impacts on short-term revenue recognition – so the transition to this 
model is normally accompanied by pressure on revenues (this phenomenon has been 
seen by many software peers such as AVEVA, StatPro and Instem).   

As in previous years, around half of the total revenue was from recurring sources (mainly 
maintenance contracts on previously-sold software licences, but also including a degree 
of contribution from new SaaS revenue streams as described above).  Deferred income 
grew by c.9% to just under £5m.  

Gross margins increased by 120 basis points to 87.9% as cost of sales were contained, 
and the revenue mix tilted towards higher-margin product sales.   

Expenditure on software development grew from £2.6m to £2.7m.  Of this total, some 
£1.1m was capitalised, up from £0.6m in the prior year.  The benefit to the P&L is, 
however, significantly offset by an associated write-down of capitalised costs of £0.2m, 
which has been recognised (alongside the normal amortisation of capitalised 
development costs) within the Adjusted Operating Profit measure. 

More generally, costs were also well-managed across the group, with overheads rising 
only 3% on an underlying basis (before acquisitions and currency impact).   

Finance charges were kept minimal for the year, and the tax rate fell from 17% to 16%, 
driven mainly by the fall in UK corporation tax rates.  

Working capital and cash generation remained a major focus for the group, and cash 
from operations (at £4.2m for the year) was dramatically ahead of the prior year and our 
expectations.  The group improved its working capital position and was able to report a 
net cash position (of £1.0m) at the year end, compared to net debt of £1.3m at December 
2016.  

Based on the strong performance for the year, and with the flexibility afforded by the 
strong cash generation, the Board has recommended a dividend (in total) for the year of 
0.6p – ahead of our 0.5p estimate, and up 50% on the prior year’s figure of 0.4p.  This 
suggests a high degree of confidence in the group’s prospects, and although we clearly 
model a lower rate of growth, we do assume that the dividend continues to progress 
during our forecast period (to 0.7p and 0.8p in 2018E and 2019E respectively).  

Corporate developments 

The group has seen a degree of Board-level and senior management change during the 
year, which has perhaps resulted in some upheaval during the period, but which appears 
to have left the business in good shape, with an experienced and dedicated team taking 
the business forward into 2018.   

The Executive team was bolstered by the promotion of Jonathan Hunter to COO, the 
addition of Anders Karlsson to the Board (and his appointment as CEO of the Swedish 
business) and the recent recruitment of Simon Morgan as Group Finance Director.   

On the Non-Executive side, Kevin Craig and David Dannhauser have joined the Board, 
and Serena Lang was appointed Non-Executive Deputy Chairman.  
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Current trading, summary and conclusion 

The results RNS provides an upbeat outlook commentary, and describes the business 
as having performed “very well in the first months of the current year”.  There is reference 
to ongoing Brexit-related concern, but the statement highlights that only around one third 
of revenue (and profit) is generated in the UK, so the group is partially hedged against 
a Brexit-related slowdown in the United Kingdom.   

Overall, the 2017 result showed good delivery against key strategic objectives, with a 
number of product developments, a push towards SaaS delivery and associated high-
value recurring revenues, and a steady expansion in geographic reach.  The drive to 
increase sales via partners is ongoing, and the group is now benefiting from a 
reinvigorated senior management team.   

Elecosoft continues to command a strong position within many construction-related 
technology areas; its products have numerous high-profile references, and are 
frequently market-leading.   

We note that the outlook statement mentions further potential M&A activity, and we 
believe the group to be well placed to benefit from such expansion.  We await further 
news, both organic and potentially acquisition-related.   

Most importantly, we believe that the construction and related sectors are still in the early 
phases of the adoption of technology – there is much yet to be done, and Elecosoft can 
build on the success of 2017 with potential growth in revenue and profit for many years 
ahead.  The market is far from mature, and the group’s strong existing position provides 
an excellent platform for long term expansion.  
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Financial Summary: Elecosoft 

Year end: December (£m unless shown)      

      

PROFIT & LOSS 2015 2016 2017 2018E 2019E 

Revenue 15.3 17.8 20.0 22.0 23.9 

Adj EBITDA 1.8 2.8 3.7 4.2 4.8 

Adj EBIT 1.5 2.2 2.8 3.3 3.8 

Reported PBT 1.0 1.5 2.3 2.8 3.3 

Fully Adj PBT 1.4 2.1 2.7 3.2 3.7 

NOPAT 1.5 2.2 3.4 2.7 3.1 

Reported EPS (p) 1.1 1.6 2.5 3.1 3.6 

Fully Adj EPS (p) 1.6 2.4 2.9 3.5 3.9 

Dividend per share (p) 0.0 0.4 0.6 0.7 0.8 

      
CASH FLOW & BALANCE SHEET 2015 2016 2017 2018E 2019E 

Operating cash flow 1.6 2.4 4.2 3.3 4.5 

Free Cash flow 1.3 1.9 2.3 1.8 2.7 

FCF per share (p) 1.7 2.4 3.0 2.3 3.5 

Acquisitions 0.1 (2.4) 0.0 0.0 0.0 

Disposals 0.0 0.0 0.0 0.0 0.0 

Shares issued 0.0 0.0 0.0 0.0 0.0 

Net cash flow 1.3 (0.5) 2.4 1.8 2.7 

Overdrafts / borrowings (2.8) (3.9) (3.7) (3.7) (3.7) 

Cash & equivalents 2.0 2.6 4.7 6.5 9.2 

Net (Debt)/Cash (0.8) (1.3) 1.0 2.8 5.5 

      
NAV AND RETURNS 2015 2016 2017 2018E 2019E 

Net asset value 7.9 9.7 11.5 13.4 15.5 

NAV/share (p) 10.3 12.7 15.0 17.4 20.3 

Net Tangible Asset Value 0.5 0.9 0.8 1.0 1.3 

NTAV/share (p) 0.7 1.1 1.1 1.4 1.7 

Average equity 7.5 8.8 10.6 12.4 14.5 

Post-tax ROE (%) 20.3% 25.1% 31.7% 21.8% 21.7% 

      
METRICS 2015 2016 2017 2018E 2019E 

Revenue growth  16.6% 12.4% 10.0% 8.5% 

Adj EBITDA growth  52.4% 32.6% 14.2% 14.5% 

Adj EBIT growth  44.1% 26.0% 18.8% 15.6% 

Adj PBT growth  49.9% 26.6% 20.8% 13.8% 

Adj EPS growth  46.2% 21.6% 21.0% 13.6% 

Dividend growth  N/A 50.0% 16.7% 14.3% 

Adj EBIT margins  12.4% 13.9% 15.0% 16.0% 

      
VALUATION 2015 2016 2017 2018E 2019E 

EV/Sales (x) 2.7 2.3 2.0 1.9 1.7 

EV/EBITDA (x) 22.6 14.8 11.2 9.8 8.5 

EV/NOPAT (x) 26.6 18.5 12.1 15.0 13.0 

PER (x) 33.8 23.1 19.0 15.7 13.8 

Dividend yield N/A 0.7% 1.1% 1.3% 1.5% 

FCF yield 3.1% 4.5% 5.4% 4.2% 6.4% 
 

Source: Company information and Progressive Equity Research estimates 
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