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Europe – growth, skills and reassurance 

Gamma’s Capital Markets Day (CMD) on 9 November focused on its 
European operations. The proceedings started with a restatement of the 
opportunity and plan in Europe, before presentations by the CEOs of 
Gamma’s businesses in Germany, the Netherlands and Spain. The full slide 
deck, video and script are available on Gamma’s website. In addition to 
providing insight into the company’s operations in Europe, the 
presentations provided reassurance that the level of professionalism and 
expertise investors have grown accustomed to as Gamma has built its UK 
operations is also present across Europe. 

▪ Gamma is a developer and provider of a range of voice, data and mobile 
communications services to business customers in the UK and Europe. It 
is a market leader in the UK in both the SIP and Cloud Telephony markets 
and is positioned for growth as these markets continue to develop and as 
enterprises increasingly move towards Unified Communications as a 
Service (UCaaS) and Contact Communications as a Service (CCaaS). 

▪ While the European markets for UCaaS are typically behind the UK in their 
technological and structural developments, management across Gamma’s 
European businesses believe that these markets are likely to follow a 
broadly similar path to those in the UK. Execution of its acquisition 
strategy in Europe over the last three years means that Gamma is 
exceedingly well-placed to replicate its UK success on the continent. We 
expect further investment in both organic and acquisitive growth, and to 
reflect this, plus the local managements’ clear support for the greater 
Gamma brand, we are fractionally adjusting our FY22 forecasts to include 
a marginal (£1m) additional sales and marketing spend. 

▪ It was clear from the presentations that the challenges faced by the 
management teams in Germany, the Netherlands and Spain are not the 
same, which makes the task of understanding how far Gamma can grow a 
bit more complex. However, Gamma should be able to draw on the 
different experiences, technologies, relationships and strategies across 
the group to act faster and more effectively than its purely domestic 
competitors in each geography.  

The event highlighted three things – the growth trajectories of the European 
markets, the undoubted skills and competence of the management teams 
in each location, and reassurance that the group’s overall European strategy 
is very much on track and delivering – with hopefully much more to come.  
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FYE DEC (£M) 2019 2020 2021E 2022E 2023E 

Revenue 328.9 393.8 455.6 505.3 555.3 

Adjusted EBITDA 63.5 79.0 94.0 104.0 116.6 

Adjusted PBT 48.0 61.3 75.6 85.1 97.4 

Adjusted Dil. EPS 40.8 51.3 62.9 70.4 80.6 

EV/Sales (x) 5.0x 4.1x 3.6x 3.2x 2.9x 

EV/ Adj. EBITDA (x) 25.7x 20.7x 17.4x 15.7x 14.0x 

P/E (x) 42.2x 33.5x 27.3x 24.4x 21.3x 

Source: Company Information and Progressive Equity Research estimates. 
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European operations Capital Markets Day 

Delivering on the European elements of the strategic plan 

The November CMD is perhaps best seen as the second half of the June CMD. The June 
CMD was focused on the 1st, 2nd and 4th priorities of Gamma’s 2023 strategic plan, as set 
out below. 

 
Gamma’s 2023 Strategic Plan – four key priorities 

 

Source: Gamma’s 2023 Strategic Plan 

The event was focused on the priority of ‘Expand in Europe to gain continued growth and 
scale’. Readers interested in the June CMD can access the presentation on Gamma’s 
website (link here) and read our note (link here) published following the event. 

Since embarking on its European growth strategy, Gamma has made six acquisitions, 
establishing itself in Germany, the Netherlands and Spain – obtaining not just market 
positions but also technology and management expertise. Gamma has a set of businesses 
that generated revenues in H1 2021 of £35.4m, 16% of group revenues, and EBITDA of 
£4.1m, 9% of the group figure. This is an impressive feat, particularly as its total spend to 
date, including contingent amounts due, has only been around £72m. 

As yet, Gamma has not made any moves into the evidently significant French market.  It 
has looked, but management has not yet found a business that fits its acquisition criteria. 
We note that the French market is both fragmented and regional in nature, with a number 
of the participants entwined with other business models or wider groups, as well as lagging 
in its development. We therefore do not regard France as being a significant missing piece 
of the jigsaw. 

While it is easy to talk of market developments in general terms, management also 
provided evidence through the benchmarks of number of cloud PBX seats and EBITDA 
margins, suggesting that the European markets are now roughly where the UK was in 2012-
14. We note, however, that this is only a position fix and does not indicate speed or 
direction of travel, and our experience of comparing technology markets across 
geographies suggests that the gap is more likely to close than to grow. 

https://www.gammacommunicationsplc.com/investors/
https://www.progressive-research.com/research/cmd-underlines-strategic-progress/
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Where is Europe vs UK market evolution 

 

Source: Gamma 

While the mix of pre-existing businesses is not the same across the geographies, 
management provided encouraging evidence in the slide below that growth in these 
businesses is being driven by the same broad drivers that are pushing UK growth – UCaaS.  

Same key drivers to growth – the UCaaS story 

 

Source: Gamma 

Although the company’s presentation referred to the European businesses as ‘mini-
Gammas’, we would regard this as an over-simplification that might lead to an under-
estimate of what they bring to the group. It was evident from the country managements’ 
presentations that there is considerable consistency in views on where the overall markets 
are moving, and on the importance of Gamma’s core foundations. However, the paths that 
they have followed thus far and the challenges they face are not the same, and, as we 
highlight below, there is potential for ‘learnings’, strategies and tactics to be reapplied 
across the group. 
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Gamma’s execution of its European acquisition strategy leaves it well-placed for both 
organic and acquisitive growth in Europe. We expect further investment along both these 
paths, and to reflect this, plus the local managements’ clear support for the greater Gamma 
brand, we are fractionally adjusting our FY22 forecasts to include a marginal (£1m) 
additional sales and marketing spend. 

FY22E forecasts revised 

 

Source: Progressive Equity Research 

 

Regional CEOs – Benelux 

Of the three European markets in which Gamma operates, the Netherlands is probably the 
most developed and the most similar to the UK.  In fact, on some metrics, such as cloud 
transition, the Netherlands can be seen as having moved faster than the UK. Following 
deregulation in 1997, KPN, the incumbent, saw a number of international players including 
Avaya, Mitel and Unify enter and disrupt the business telecoms market.   

▪ Gamma made its first move into Europe with the acquisition in October 2018 of DX 
Groep, a provider of telephony services operating in the Netherlands under the brands 
of Dean One and Schiphol Connect. At acquisition, the cash paid was £11.5m. If the 
transaction had taken place at the start of the year it would have added £14.4m to 
revenues and £0.8m to profit. 

▪ In February 2019, Gamma followed up with the purchase of Nimsys a provider of 
telecom services principally to multi-tenanted business premises for, at time of 
purchase, £3.7m cash and £1.8m contingent consideration. If the transaction had taken 
place at the start of the year it would have added £3.4m to revenues and £1.2m to 
profit. 

▪ Gamma acquired GnTel a Netherlands based operator of VOIP platforms and other 
telecoms services, in July 2020 for £6.8m. If the transaction had taken place at the start 
of the year it would have added £2.1m to revenues and £0.1m to profit. 

 

£m unless stated Old New

Change 

(%) Old New

Change 

(%) Old New

Change 

(%)

Revenue 455.6 455.6 0.0% 505.3 505.3 0.0% 555.3 555.3 0.0%

Adj EBITDA 94.0 94.0 0.0% 105.0 104.0 -0.9% 116.6 116.6 0.0%

Fully adj PBT 75.6 75.6 0.0% 86.1 85.1 -1.1% 97.4 97.4 0.0%

Fully adj. Dil. EPS (p) 62.9 62.9 0.0% 71.3 70.4 -1.2% 80.6 80.6 0.0%

FY22E FY23EFY21E
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Benelux – unification of offering and branding 

 

Source: Gamma 

 

At present, Gamma finds itself in the Netherlands with a mix of brand histories and 
positionings but with well-established cloud PBX, SIP and mobile products (gnTel and Dean 
One, rebranded as Gamma Communications), along with an IT services proposition for 
multi-tenant buildings and areas (Nimsys and Schiphol Connect).  It is mainly a product-led 
sales offering. 

Gamma Communications focuses predominantly on the partner channels for its cloud PBX, 
SIP, and fixed and mobile internet products – sold both wholesale and via dealers. Nimsys 
and Schiphol Connect work on a direct sales model. 

Over the next four years the aim is to establish the Gamma brand, having rebranded all 
cloud operations in 2021 as Gamma Communications, and build presence in the IT and 
business applications markets. UCaaS and CCaaS will be extended within the product 
offering, aligning it with the broader Gamma platform. These changes should see a better 
offering to traditional customers/channels and as well as making Gamma a more 
compelling partner for IT and business applications channels. In common with elsewhere, 
in the Netherlands Gamma will be working hard to develop its direct digital channel. 

Of the three country presentations, the Benelux presentation demonstrated the clearest 
and simplest path to replicate the strategy and success of Gamma in the UK, which is 
perhaps unsurprising given the general similarities in the markets’ development to date. 

While labelled in the CMD as Benelux, the focus of this business is very much on the 
Netherlands, as the operations in Belgium and Luxembourg are currently modest. The 
Belgian market for cloud services is in its early stages of development and thus could 
provide some interesting opportunities for Gamma.   
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Regional CEOs – DACH (Germany, Austria and Switzerland) 

Although the deregulation of the German telecoms markets began at the end of the last 
century, the speed of change has not been as great as might have been hoped. 
Deregulation brought about increased competition in telecoms but it did little to increase 
innovation. Germany is the largest PBX market in Europe (approx. 35m seats), but cloud 
PBX penetration remains relatively low at <10%.  Management believes that the rate of 
adoption has accelerated in recent years, driven by the arrival of alternative players rather 
than the incumbent telecom operators (both old and relatively new). Among the 
alternative players, nFon is perhaps the leader, but the market is generally fragmented.  

The focus of the existing cloud providers is a resale model in which the partner acts as a 
broker with the customer still ending up ‘owned’ by the provider. Meanwhile, in the non-
cloud market most of Germany’s big on-premises partners have direct relationships with 
their customers. Against this backdrop, management believes that there is an opportunity 
to address these partners through a wholesale model that Gamma offers. 

The other key market that Gamma is targeting is that of smaller customers, with <10 seats. 
Such companies provide around 70% of jobs in Germany and management believes that 
they can be easily and successfully addressed through the direct digital channel that 
Gamma will offer in the future. 

▪ Gamma made its move into Germany in July 2020 with the purchase of 80.25% of 
HFO, followed by a further 8% in 2021. HFO is one of the leading SIP Trunk 
providers in Germany and through its Epsilon-branded operations has a position 
in the distribution of mobile services. There is an option for Gamma to purchase 
the remaining 11.75% of the shares within the next 18 months. The initial cash 
paid for the 80.25% was £18.5m. If the transaction had taken place at the start of 
the year it would have added £21.0m to revenues and £0.9m to profit after tax. 

 

 
DACH market evolution 2021-2025  

 

Source: Gamma 
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At present, Gamma has a strong presence and brand in Germany in SIP (HFO) and mobile 
(Epsilon), with sales focused on SIP via PBX vendors. While the opportunity in Germany is 
considerable, the challenges Gamma faces are also probably the greatest of the 
geographies.  

Looking forward, Gamma in Germany is on a path to build its presence in IT and business 
applications, to exploit its reputation in SIP, extend UCaaS and CCaaS to the offering. The 
key challenge is to find a way to address what it hopes will be strongly growing markets via 
wholesale, digital and IT channels and to do so without compromising the PBX vendors as 
a route to market for its more traditional offering.  

The management of the German business has a track record of innovation, pragmatism 
and professionalism. This was made particularly clear in the slide that explained why they 
decided to join with Gamma. They viewed combining with Gamma as the best way to take 
HFO through the next stage of the market and technological development, providing 
essential skills, technology, insight and opportunities for collaboration that others were 
unable to provide.  

As with the Benelux presentation, the nomenclature is perhaps somewhat distracting as 
HFO is very much a German operation. We understand that moves into Austria and 
Switzerland are on the agenda, but not a priority.  

 

 
DACH – partners and customers 

  

                                                   Partners                                                                               Customers 

                                                                                              

                                                                            

                                   

                                                                                                                                                              

 

Source: Gamma 
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Regional CEOs – Spain 

One might expect the Spanish market to be something of a laggard, but it has been faster 
than Germany in adopting VOIP and cloud technologies, with Telefonica leading with its 
Movistar Fusion Empresas brand. Telecoms deregulation in Spain began at the same time 
as in Germany and the Netherlands but it did not follow the same path.  There were few 
new entrants and Telefonica has continued to dominate the telecoms market, including 
the on-premise PBX market where it is the dominant reseller (and has been for some time).  
That said, Telefonica has not prevented the development of cloud PBX, and has itself 
established a dominant position in the market with approx. 50% market share in what is 
otherwise a quite fragmented market.  

▪ Gamma acquired VozTelecom in Q2 2020 for £16.6m. If the transaction had taken place 
at the start of the year it would have added £13.1m to revenues but reduced profits by 
£1.5m. Voz provides a range of telecom services to end users both directly and 
indirectly via wholesalers, franchisees and dealers. Management regards the core 
VozTelecom businesses as being profitable, while there are two small areas of 
operations, where management is taking action, that have yet to contribute.  

Gamma in Spain regards itself as being a leader in the second tier of UCaaS service 
providers (beneath Telefonica and its fellow network operators). It has stronger 
relationships with end customers than is generally the case in other Gamma markets. The 
majority of customers are under a dealer model focusing on sales, with billing and customer 
support from Gamma, and the offering being more of a service/solution than product led. 
It also has a greater exposure to smaller and medium sized companies, possibly the most 
exciting areas of growth within the wider enterprise market. 

 
Spain – customers / product logos  

 

                                    

                                                           

 

                                                                                         

 

 

Source: Gamma 
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VozTelecom already has a market-leading UCaaS proposition, bundling cloud PBX with 
FTTH access and mobile, but like its siblings in the Netherlands and Germany it still has to 
add CCaaS and move to the common Gamma platform.  Unlike its continental siblings, the 
next steps in developing the routes to markets in Spain focus more on the PBX reseller 
because they have been more reticent in their moves into the cloud. Further detail on the 
nature and importance of this route to market can be found both in the June CMD 
presentation and in our note that followed it.  

VozTelecom is in the process of a branding transition, with changes to the look and feel. 
Our expectation is that a fuller and deeper rebranding of businesses and products is likely 
in due course. 

Mobile is a key part of the required UCaaS offering in Spain, in large part we believe due to 
market leader Telefonica’s own strength in this area. Management believes that 
VozTelecom’s fixed-mobile seats offer, with the mobile service fully integrated into the PBX 
offer, is a technology solution that no other UCaaS proposition can provide, outside the 
network operators. 

VozTelecom’s UCaaS product’s integration with market-leading CRMs and vertical business 
applications opens new channels to market with software vendors and their resellers – as 
illustrated with Inmovilla, a SaaS real estate software vendor, in the slide below. 
VozTelecom’s integration with Microsoft Teams also provides an opportunity to extend the 
VozTelecom channel program into the Microsoft partners’ channel.  

Spain – case study CRM implementation and selected technology partners  

 

Source: Gamma 
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Looking to Gamma’s other geographies, it is clear that parallel opportunities exist 
elsewhere in small SMEs and micro businesses. We would therefore expect that 
VozTelecom’s experience in this regard in Spain could be reapplied elsewhere within 
Gamma. 

 

Summary 

As a standalone event, this CMD demonstrated that Gamma has made rapid progress in 
the last four years in establishing material positions in key European markets, at what might 
appear to be relatively low costs. It also provided a reminder that these markets, while 
generally lagging the UK market in terms of development, should see extremely strong 
growth over coming years in a relatively predictable way.  

When seen alongside the presentations given at the June CMD, the combination provides 
a full ‘3D vision’ of how Gamma is positioned as a leader in the move towards UCaaS in 
Europe.  This move appears to be rapid following the Covid-19 pandemic, which has driven 
not only demand for the technologies and services but also a broader understanding of 
what they can achieve for companies and their employees. 

The presentations gave us significant reassurance around a number of specific points:  

▪ The path of the major European markets is likely to follow the path taken by the UK 
(and the Netherlands). 

▪ Gamma already owns strong, innovative and well-positioned businesses in each 
geography, with management teams steeped in local knowledge and well able to 
navigate their own market conditions. 

▪ The group can benefit from the combination of these assets and these people – Gamma 
can outperform local rivals in each location by applying technology and knowhow from 
elsewhere in the group, not just from the UK, but from other European operations.  
Gamma benefits from quality and intellectual property, not just scale. 

 

We look forward to the group’s ongoing expansion plans across Europe, both acquiring 
further in existing locations and extending the map of geographic coverage.  In the 
meantime, Gamma appears very well-placed to take advantage of the likely growth 
trajectories, and to respond intelligently as situations change.  
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Financial Summary: Gamma Communications 

Year end: December (£m unless shown)      
      
PROFIT & LOSS 2019 2020 2021E 2022E 2023E 
Revenue 328.9  393.8  455.6  505.3  555.3  
Adj EBITDA 63.5  79.0  94.0  104.0  116.6  
Adj EBIT 46.4  56.1  67.8  77.2  89.5  
Reported PBT 45.2  75.0  67.6  77.1  89.4  
Fully adj PBT 48.0  61.3  75.6  85.1  97.4  
NOPAT 39.2  50.2  75.8  85.2  97.5  
Reported EPS 36.1  66.6  56.3  63.8  74.0  
Fully adj EPS 40.8  51.3  62.9  70.4  80.6  
Dividend per share 10.5  11.7  12.8  13.9  15.2  

      
CASH FLOW & BALANCE SHEET 2019 2020 2021E 2022E 2023E 
Operating cash flow 54.0  70.3  78.0  89.1  99.5  
Free Cash flow 32.3  36.2  53.6  62.7  71.6  
FCF per share 33.8  37.6  55.5  64.8  74.0  
Acquisitions (7.5) (47.7) (48.0) (6.7) (1.3) 
Disposals 0.0  19.4  0.0  0.0  0.0  
Shares issued 2.0  1.5  0.0  0.0  0.0  
Net cash flow 18.4  (5.9) (5.8) 43.5  56.6  
Overdrafts / borrowings 0.0  (5.9) (4.9) (3.9) (2.9) 
Cash & equivalents 53.9  53.9  47.1  89.5  145.2  
Net (Debt)/Cash (exc. Lease liabilities) 53.9  48.0  42.2  85.6  142.3  

      
NAV AND RETURNS 2019 2020 2021E 2022E 2023E 
Net asset value 152.5  204.4  255.3  307.9  365.8  
NAV/share 160.9  214.3  267.6  322.8  383.5  
Net Tangible Asset Value 115.1  109.1  125.4  186.4  252.9  
NTAV/share 121.4  114.4  131.4  195.4  265.1  
Average equity 137.1  182.7  234.3  280.3  333.9  
Post-tax ROE (%) 25.2% 35.3% 23.2% 22.0% 21.4% 

      
METRICS 2019 2020 2021E 2022E 2023E 
Revenue growth 15.4% 19.7% 15.7% 10.9% 9.9% 
Adj EBITDA growth 31.5% 24.4% 18.9% 10.7% 12.1% 
Adj EBIT growth 34.9% 20.9% 20.9% 13.8% 16.0% 
Adj PBT growth 37.9% 27.7% 23.4% 12.5% 14.5% 
Adj EPS growth 34.7% 25.7% 22.7% 12.0% 14.5% 
Dividend growth 12.9% 11.0% 9.4% 9.0% 9.4% 
Adj EBIT margins 14.1% 14.2% 14.9% 15.3% 16.1% 

      
VALUATION 2019 2020 2021E 2022E 2023E 
EV/Sales 5.0 4.1 3.6 3.2 2.9 
EV/EBITDA 25.7 20.7 17.4 15.7 14.0 
EV/NOPAT 41.6 32.5 21.5 19.2 16.7 
PER 42.2 33.5 27.3 24.4 21.3 
Dividend yield 0.6% 0.7% 0.7% 0.8% 0.9% 
FCF yield 2.0% 2.2% 3.2% 3.8% 4.3% 

 

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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