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COMPANY DESCRIPTION 

Kape is a cybersecurity company focused on 
digital privacy and protection 

www.kape.com 
 

Strong progress, significant growth prospects 

Following another excellent year for the Group, Kape’s FY 2020 revenue and 
adjusted EBITDA are in line with the updated guidance given in January’s 
trading update. It now has some 2.52m paying subscribers across its core 
markets of North America and Europe. Having completed the integration of 
Private Internet Access (PIA) ahead of schedule and launched new products, 
including its privacy suite, Kape recently completed another 
transformational and accretive acquisition in the form of Webselenese. We 
continue to expect strong growth, fuelled by the significant opportunities 
for organic growth that the enlarged Group has. We make no material 
changes to our estimates for FY 2021E and FY 2022E. 

▪ FY 2020 revenues increased 85% to $122.2 million versus $66.1 million in 
FY 2019 driven by a 31% organic growth in the digital privacy segment and 
a full year contribution of PIA. Adjusted EBITDA increased by 168% to 
$39.0 million (FY 2019: $14.6 million) with  Operating profit up 158% to 
$10.7 million. Strong cash conversion continued and Kape ended 2020 
with a cash balance of $49.9 million and net cash of $11.1 million. 

▪ Significantly, recurring revenues of $106.4 million were up 106.6%, driven 
by a ‘solid performance against SaaS metrics’ and helping earnings 
predictability.  Visibility on revenues from existing users increased to 
$110.5 million from $98.8 million a year earlier. Deferred income stood at 
$36.6 million at the 2020 year-end. 

▪ Subscriber numbers rose to 2.52 million at 31 December 2020 (31 
December 2019: 2.31 million) with an 83% retention rate  also up on the 
81% as at 31 December 2019. Kape’s user acquisition expertise and 
technology continues to drive the growth of PIA user numbers. 

▪ PIA was successfully integrated during 2020 with operational cost 
synergies of $6.5 million ahead of the previous expectation of $3.5-4.5 
million. A key benefit from the combined businesses’ R&D was the launch 
of CyberGhost’s first unified privacy and security suite, adding Privacy 
Guard and Security Updater. 

▪ Since the year end, Kape has acquired Webselenese, a strategic 
acquisition which is significantly earnings enhancing and which augments 
the Group’s go-to-market capabilities and product development 
roadmap. 

NB: EV and Mkt Cap data reflect pre-acquisition share count  
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FYE DEC ($M) 2018 2019 2020 2021E 2022E 

Revenue 52.1 66.1 122.2 200.0 250.0 

Adjusted EBITDA 10.4 14.6 39.0 74.5 91.0 

Adjusted PBT 8.2 10.6 30.8 64.3 83.3 

Adjusted Dil EPS (c) 5.0 6.5 13.5 25.3 32.4 

EV/Sales 14.1x 11.1x 6.0x 3.7x 2.9x 

EV/ Adj. EBITDA 70.7x 50.4x 18.8x 9.9x 8.1x 

P/E 71.2x 54.7x 26.1x 14.0x 10.9x 

Source: Company Information and Progressive Equity Research estimates. 
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FY 2020 results 

Estimates 

Kape gave guidance on revenue and adjusted EBITDA at the time of the Webselenese 
acquisition, noting that it expected that the enlarged group will generate consolidated full-
year 2021 revenues of between $197-202 million and Adjusted EBITDA of between $73-76 
million. Our estimates reflect both that guidance and strong growth in the two subsequent 
years as the acquisition makes its presence felt. We make no changes to our estimates for 
FY 2021E and FY 2022E (see table at the end of this note). We note the good visibility on 
future revenues that the Group is achieving. 

Product development 

The launch of CyberGhost’s first unified privacy and security suite during 2020 was a key 
moment for Kape, in our view, providing consumers with a comprehensive solution which 
included two new features. Privacy Guard gives users full control over their operating 
system’s settings while Security Updater protects devices from threats caused by 
vulnerable versions of installed apps. Two further products will be added in the form of a 
password manager and an end-to-end encryption service for cloud-data. Cross selling 
remains crucial and the announcement notes that 10% of all new CyberGhost users have 
taken up additional products during the first two months of 2021. Kape has also begun 
adding a private server network, which is owned and controlled by Kape in 17 locations to 
provide its customers with even greater protection. 

Subscriber numbers 

Subscriber numbers increased to 2.52 million, reflecting the impact of Kape’s customer 
acquisition capabilities and technologies on PIA and management expects double digit 
growth rates in PIA going forward. The number of CyberGhost and Intego subscribers 
increased 19% and 28% respectively on an annualised basis. As noted at the half year, the 
PC performance products saw a flattening in users during the period, reflecting the focus 
on the high growth privacy and security markets. Importantly, Kape also reported an uplift 
in retention to 83% from 81% in the prior year. 

Segment performances 

The Digital Privacy segment reported strong organic revenue growth (excluding the impact 
of PIA) of 31% in the period. PIA contributed $53.5 million of revenue in the period (FY 
2019: $2.5 million). Overall, the segment produced a 198% increase in revenue to $89.8 
million in FY 2020 (FY 2019: $30.1 million) and an 240% increase in segment result to $52.8 
million (FY 2019: $15.5 million). A segment margin of 58.8% in FY 2020 (up from 51.6% in 
FY 2019) mainly reflected higher margin revenue from PIA. 

The Digital Security segment numbers in FY 2020 were influenced by reduced investment 
in direct marketing of the PC performance products following a shift in focus on to the 
higher customer lifetime values available from Intego’s Endpoint security products and 
Digital Privacy solutions – although that did not outweigh the lower PC performance 
product revenue. Digital Security segment revenue decreased by 10% to $32.4 million, 
although revenue and segment results generated from sales of Intego’s products increased 
by 9%.  
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3  Kape Technologies 

The table below shows the segmental split of revenues and profits leading to the Group 
position.  

 
Segmental revenue and profit figures ($m) 

  

Source: Company information, Progressive Equity Research 

 

Profitability 

Adjusted EBITDA increased by 167% to $39.0 million (FY 2019: $14.6 million) while the 
adjusted EBITDA margin increased to 31.9% (FY 2019: 22.0%). As well as controlling overall 
costs, margins reflect reduced travel costs due to the influence of the pandemic. 

Adjusted EBITDA ($m) 

 

Source: Company information 

Exceptional and non-recurring costs in FY 2020 comprised non-recurring staff costs of $4.9 
million relating to bonuses for the acquisition and integration of PIA, $0.2 million for 
professional services related to acquisitions and a $1.5 million onerous contract cost 
relating to PIA’s founder consulting agreement. The acquisition of PIA added $12.6 million 
for the amortisation of acquired intangible assets in the year. 

Profit before tax from continuing operations was $7.3 million (FY 2019: $2.8 million) while 
Profit after tax from continuing operations was $29.7 million (2019: $2.5 million) following 
the previously announced reversal of a deferred tax liability of $25.8 million resulting from 
the share buyback from PIA’s founders.  

Adjusted Diluted Earnings Per Share increased to 13.5c (FY 2019: 6.5c). 

H1 19 H2 19 2019 H1 20 H2 20 2020 H1 19 H2 19 2019 H1 20 H2 20 2020

Digital Privacy 12.2 17.9 30.1 42.2 47.6 89.8 6.5 9.0 15.5 24.6 28.3 52.8

Digital Security 17.7 18.2 35.9 16.7 15.6 32.4 8.2 9.7 17.9 7.0 6.3 13.3

29.9 36.1 66.1 59.0 63.3 122.2 14.7 18.7 33.4 31.6 34.6 66.2

Revenue Segment result

2019 2020

Revenue 66.1 122.2

Cost of sales -7.5 -16.2

Direct sales and marketing costs -25.1 -39.9

Segment result 33.4 66.2

Indirect sales and marketing costs -7.9 -9.2

Research and development costs -3.1 -6.2

Management, general and administrative cost -7.8 -11.8

Adjusted EBITDA 14.6 39.0

EBITDA margin % 22.0% 31.9%
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Cash 

During the year, the Group raised a net $113.2m of new equity. The proceeds enabled Kape 
to remove the majority of deferred consideration on its acquisition of PIA (see above). It 
also gained flexibility on further M&A to take greater advantage of the current business 
environment, and the support to accelerate its organic growth plans. It has recently 
acquired Webselenese for $149.1 million and our estimates for the evolution of the 
Group’s net cash position reflect that. At 31 December 2020, Kape had cash of $49.9 million 
(31 December 2019: $8.2 million) and net cash of $11.1 million (when including issuance 
costs) compared to net debt of $32.0 million a year earlier. 
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Financial Summary: Kape Technologies 

Year end: December ($m unless shown)      
      
PROFIT & LOSS 2018 2019 2020 2021E 2022E 
Revenue 52.1  66.1  122.2  200.0  250.0  
Adj EBITDA 10.4  14.6  39.0  74.5  91.0  
Adj EBIT 8.3  11.9  34.1  70.8  87.3  
Reported PBT 3.3  2.8  7.3  46.0  64.7  
Fully adj PBT 8.2  10.6  30.8  64.3  83.3  
NOPAT 7.7  11.1  31.9  63.8  78.6  
Reported Dil EPS (c) (0.3) 1.7  14.8  18.0  25.1  
Fully adj Dil EPS (c) 5.0  6.5  13.5  25.3  32.4  
Dividend per share (c) 0.0  0.0  0.0  0.0  0.0  

      
CASH FLOW & BALANCE SHEET 2018 2019 2020 2021E 2022E 
Operating cash flow 2.2  (1.7) 37.6  52.4  92.7  
Free Cash flow ($m) (7.1) (5.4) 8.4  41.7  80.6  
FCF per share (c) (4.8) (3.6) 4.2  18.4  35.0  
Acquisitions (21.2) (64.3) (58.5) (165.1) 0.0  
Disposals 0.0  0.0  0.0  0.0  0.0  
Shares issued 0.0  0.0  113.2  32.5  0.0  
Net cash flow (29.1) (70.9) 45.7  (90.9) 80.6  
Overdrafts / borrowings 0.0  (40.2) (38.8) (114.6) (107.9) 
Cash & equivalents 40.4  8.2  49.9  36.9  110.9  
Net (Debt)/Cash 40.4  (32.0) 11.1  (77.7) 2.9  

      
NAV AND RETURNS 2018 2019 2020 2021E 2022E 
Net asset value 73.0  155.0  228.8  302.0  359.9  
NAV/share (c) 51.3  99.2  109.8  134.7  160.5  
Net Tangible Asset Value 36.7  (87.9) 0.8  (78.6) (3.0) 
NTAV/share (c) 25.8  (56.2) 0.4  (35.1) (1.4) 
Average equity 76.2  114.0  191.9  265.4  331.0  
Post-tax ROE (%) (0.7%) 1.8% 15.0% 15.4% 17.5% 

      
METRICS 2018 2019 2020 2021E 2022E 
Revenue growth 2.9% 26.9% 85.0% 63.6% 25.0% 
Adj EBITDA growth 28.3% 40.3% 167.7% 91.0% 22.2% 
Adj EBIT growth 24.1% 43.5% 186.8% 107.5% 23.3% 
Adj PBT growth 24.8% 28.1% 191.2% 109.1% 29.5% 
Adj EPS growth 33.5% 28.8% 109.1% 87.0% 28.0% 
Dividend growth (100.0%) N/A N/A N/A N/A 
Adj EBIT margins 15.9% 18.0% 27.9% 35.4% 34.9% 

      
VALUATION 2018 2019 2020 2021E 2022E 
EV/Sales 14.1 11.1 6.0 3.7 2.9 
EV/EBITDA 70.7 50.4 18.8 9.9 8.1 
EV/NOPAT 95.1 66.2 23.0 11.5 9.3 
PER 71.2 54.7 26.1 14.0 10.9 
Dividend yield N/A N/A N/A N/A N/A 
FCF yield (1.4%) (1.0%) 1.2% 5.2% 9.9% 

 

Source: Company information and Progressive Equity Research estimates 

 



 

17 March 2021 

 

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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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 
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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.  
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