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COMPANY DESCRIPTION 

LoopUp is a premium remote meetings 
solution that makes it easier to collaborate in 
real time. 

www.loopup.com 
 

Teams spirit 

LoopUp recently unveiled a major extension to its ambitions – the group is 
aiming to become a leading global provider of telephony “inside” 
Microsoft’s Teams product.  The opportunity is clear and growing, as 
enterprise customers look to use Teams for “normal” external phone calls, 
and LoopUp seems well placed to deliver a differentiated offering using its 
existing infrastructure and knowhow.  In this document we provide an 
overview of the new platform and explain its strategic significance.  

▪ What has LoopUp announced?  The business is aiming to sell enterprise-
grade telephony services to large companies using Microsoft Teams; many 
companies are using Teams for internal calls/meetings, and there exists a 
huge opportunity as they look to integrate “normal” calls to/from third 
parties within their Teams platforms.   

▪ Why is LoopUp credible in this market?  LoopUp already has a high-grade 
global voice network to support its remote-meeting solution, which is 
partly sold on the high quality, reliability and resilience of these calls.  
Microsoft is looking for third parties to offer telephony to Teams 
customers, and as well as its network, LoopUp has considerable in-house 
Microsoft voice expertise and a tried and tested sales and customer 
support platform.  

▪ How big is the opportunity?  The lion’s share of LoopUp clients already 
use Teams (c.90%) and the vast majority of these are expected to 
integrate regular telephone calls (outbound and inbound) with their 
Teams tenancies over coming years.  Given that most organisations spend 
many times more on their phone calls than they do on remote meetings, 
the revenue potential for LoopUp is clear.  Margins will depend on deals 
with carriers and network costs, but LoopUp has a strong track record of 
securing additional margin as volumes grow on its network.   

The growth in Microsoft Teams usage globally has been extraordinary during 
the COVID-19 lockdowns, and most organisations are unlikely to ever “go 
back”.  But “going forward” logically means drawing more telephony into the 
Teams environment, and LoopUp seems ideally placed to help large 
customers achieve this transition.  Risks abound – large telcos will be vying 
for the same markets, Microsoft itself offers calling plans, and other new 
entrants may emerge.  Nevertheless, we believe the market to be attractive 
and LoopUp to be well placed within it – we see this expanded ambition as 
well grounded, and look forward to seeing the results over time.  
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FYE DEC (£M) 2017 2018 2019 2020E 2021E 

LoopUp Revenue 17.5 34.2 42.5 55.8 56.0 

Adjusted EBITDA 3.5 7.7 6.4 17.3 13.3 

Adjusted PBT 0.7 4.1 0.5 10.5 5.9 

Adjusted EPS 4.4 9.3 2.2 17.2 9.3 

EV/Sales 7.3x 3.7x 3.0x 2.3x 2.3x 

EV/ Adj. EBITDA 36.7x 16.6x 19.8x 7.4x 9.6x 

P/E 49.7x 23.7x 101.8x 12.8x 23.7x 

Source: Company Information and Progressive Equity Research estimates 
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Strategic extension 

Adding voice services to Microsoft Teams 

LoopUp’s extension to its existing solution adds global voice services via Direct Routing 
integration with Microsoft Teams. We view this as a major addition to the Group’s 
capabilities and market opportunity, given the significant rise in the use of Microsoft Teams 
and the prospect of further strong growth. Users get a more globally joined up product 
while LoopUp further aligns itself to the changing work environment from which it has 
already drawn a major improvement in revenue and profitability. 

Users will be able to access outbound and inbound voice calls directly from their Microsoft 
Teams user interface on any device, irrespective of geographic location while benefitting 
from LoopUp’s audio quality, reliability and security. 

The change of working arrangements in a COVID-19 environment means that there is a 
demand to extend Microsoft Teams into business telephony – something for which LoopUp 
is well positioned. 

LoopUp has already reported that the first half of FY20 was very successful for its premium 
remote meetings solution and it has seized upon the opportunity to extend into Microsoft 
Teams business telephony. Management believes that the Group is ‘strongly positioned to 
drive market share and material medium term business growth’ in what it views as a 
landscape-changing opportunity in the enterprise communication space. 

The Group will continue to offer ‘LoopUp Meetings’ as a standalone premium remote 
meetings solution, and ‘Event by LoopUp’ for large, managed events. 

Big change in the market 

LoopUp’s product presentation on the extension of its solution to include integration with 
Microsoft Teams highlighted the change in the business landscape which COVID-19 has 
created and the need for effective tools which enable businesses to operate efficiently and 
which can give a competitive advantage in the current environment. The rise in the use of 
Microsoft Teams is key to this with Microsoft CEO Satya Nadella revealing in a recent 
investor call that Teams usage has increased to more than 75 million daily active users. 
Despite that explosive growth, few enterprises have yet extended Microsoft Teams into 
general business telephony. Whilst ‘Teams to Teams’ within a business is common, one 
usually requires an independent solution to add an external phone call. Direct Routing is 
one way of allowing Teams users to make and receive outside calls via Teams. 

Gartner data suggest that around 10% of larger enterprises using Microsoft Teams had 
adopted ‘Direct Routing’ cloud voice in 2019.  That is expected to leap to 90% by 2022. 
Why? Because it brings more flexibility as businesses can select which provider to connect 
to. It can also be run as a managed service, thus ensuring customer and user support. Users 
benefit from a better experience while enterprises also enjoy more global consistency with 
simpler PBX-free operations and reduced costs. 
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Growth in the usage of Microsoft Teams vs Slack (left slide) and expected Direct Routing voice uptake (right slide) 

  

Source: LoopUp 

 

Teaming up 

Bundle! 

LoopUp appears ideally placed to leverage its expertise in providing optimised premium 
remote meetings solutions, in combination with Microsoft Teams’ position in the 
professional services market for chat and internal collaboration. Management highlights 
that extending Teams to integrate fully with business telephony will provide a better user 
experience for Teams users, while offering cost savings through the use of cloud-based 
services and through more efficient relationships with telecoms vendors. 

Any device, any geography 

The extended solution includes global cloud voice services via cloud-to-cloud Direct 
Routing integration within Microsoft Teams, alongside the LoopUp existing premium 
remote meetings capability. Cloud voice enables users to make and receive outbound and 
inbound voice calls directly from their Teams user interface. They can use any device, 
irrespective of geographic location, and benefit from LoopUp’s audio quality, reliability and 
security. The solution is a fully managed global service, including bespoke transition design 
from legacy systems and implementation. Features include global number management 
and porting in all countries globally where regulation permits. It also allows integration into 
Microsoft Teams scheduling for LoopUp meetings. 
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A credible proposition 

However, the process of achieving cloud consistency can be complex, and enterprises need 
to consider compliance and data security. This is where LoopUp’s management sees that 
the Group has a clear head start given its existing solutions – it already has 190 customers 
on either Microsoft Skype for Business or Teams, which delivered £2.8 million of revenue 
in 2019. LoopUp aims to grow its Direct Routing share to drive material medium term 
growth. 

 
Moving from disparate legacy systems to unified communications 

 

Source: LoopUp 
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A relevant asset base – highly suited to Teams integration 

This is a new opportunity that it is hard for LoopUp to ignore given the size of the 
opportunity and the Group’s exiting differentiated set of assets which it can leverage to 
extend its solution: 

Own premium voice network 

▪ Already in use, meeting the demands for professional services conference calls 

▪ Uses 13 Tier 1 regional carriers 

▪ Interconnected over resilient private global network  

▪ PESQ (Perceptual Evaluation of Speech Quality) quality scoring on all routings 

▪ Real-time carrier selection/redundancy with leading 99.995% availability 

Global operations footprint 

▪ >5,000 customers including 20 of world’s top 100 law firms 

▪ Global footprint, local operations. Local support for businesses switching to cloud will 
be vital. 

▪ 24/7multilingual customer support 

▪ Responsive managed service provision 

▪ ISO 27001 accredited globally (an information security standard) 

Deep domain expertise 

▪ Microsoft Voice Partner since 2010 

▪ Certified Microsoft Gold Partner  

▪ Broad expertise across compliance, regulation and data protection to provide tailored 
solutions, bespoke services. 

▪ Experienced in contact centre, recording and other bespoke services 

Customer benefits 

Although the use of Microsoft Teams for internal collaboration within enterprises is now 
widespread (for calls and meetings), the link to business telephony and external calls is not. 

Most multi-jurisdictional companies are likely to have legacy PBX systems which vary by 
geography, age and manufacturer. As such, they can be difficult and expensive to maintain 
and need to connect locally with a regional telecoms provider. As we note earlier, a 
specialist remote meetings provider is also needed for multi-party external meetings. 

The involvement of LoopUp simplifies this. Legacy PBX can be replaced with Microsoft’s 
cloud-based ‘Phone System’ (this is, slightly improbably, the actual name for the platform). 
LoopUp adds direct routing and gives a global consistency in the telecoms provider. 
Obviously, LoopUp also offers its external remote meetings solutions, and within an 
economically attractive combined subscription fee. 
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The user’s perspective 

When a Microsoft Teams user calls an external number, LoopUp will host it via Azure in the 
Microsoft cloud with SBC (Session Border Controller) switches as the interface between 
Azure, Teams and LoopUp. The call progresses through ‘Express Routes’ to LoopUp’s 
Private Global Voice Network, from where it is allocated to the optimised carriers (out of 
13 currently) to connect to the external party. The service is priced on a monthly user 
subscription basis with additional per-minute charges for international calls and meetings 
access. 

 
Joining the dots…connecting a Teams call flawlessly, and not at the mercy of the public internet, to third parties 

  

Source: LoopUp 

 

Customers and users benefit from: 

▪ A single trusted global provider of voice services 

▪ Differentiated voice quality, reliability and value 

▪ LoopUp’s expertise in providing secure, compliant transition 
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Pricing 

With this move, LoopUp is entering the complex but potentially lucrative world of 
Microsoft pricing.  This is not a complete shift from LoopUp’s existing model – although 
most of the group’s customers are “pay as you go” (paying for group remote meetings 
monthly, in arrears, based on usage), a number of the largest customers have moved to 
what LoopUp describes as a subscription/licence model.  

As described above, the first element is to include within a customer’s Microsoft licence 
their cloud PBX ‘Phone System’ – effectively a plug-in to Teams.  This is sold from within 
the Microsoft platform and is in a familiar format for anyone already licensing a Microsoft 
Office product: 

MICROSOFT PHONE SYSTEM FOR OFFICE365 

 

Source: Microsoft.com 

Once this functionality is added to the Teams platform, a company must decide how to 
actually implement the calls which are now possible to/from Teams…and must therefore 
choose a telephony partner. 

Microsoft offers its own calling plans, which include (for this example, for a US customer) 
domestic calls for $12 per user per month, and a “domestic & international” plan at twice 
this price:  
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MICROSOFT PHONE SYSTEM FOR OFFICE365 

 

Source: Microsoft.com 

This pricing may be acceptable for some smaller customers (who simply lack the 
knowledge, wherewithal or inclination to seek out better pricing) but for large 
organisations, such pricing is unlikely to be competitive. Indeed, some of the third-party 
research commissioned by Microsoft and made available to customers of the Phone 
System product actually states as much…Microsoft knows that its own pricing is 
uncompetitive.   

As shown in the image below, taken directly from the Microsoft site, Microsoft clearly 
makes a distinction between “enabling Teams to make/receive calls” and “choosing a calls 
provider – which may be Microsoft but may well not be”.  

MICROSOFT DISTINCTION BETWEEN DIRECT ROUTING AND CALLING PLANS 

 

Source: Microsoft.com 



 

6 August 2020 

 

 
9  LoopUp 

Market scale and competitive challenge 

Another key for LoopUp, as we note above, is that it has something of a head start on most 
others who will want to integrate business telephony with Microsoft Teams.  

LoopUp, on its recent launch event for the Teams integration, stated that management 
believe that some 90% of LoopUp customers already use Teams…so the customer base is 
already part of the way down the adoption path.  

The research, as shown on page 3 of this note, from third parties such as Gartner, suggests 
that uptake of telephony (Direct Routing) across the Teams customer base globally is 
running at around 10% currently, but is forecast to grow to some 90% over the coming 
years….this appears completely logical as companies can both save money (on calls) and 
improve their users’ experience (using the same Teams platform for both internal and 
external calls).  

There will clearly be a number of major competitors aiming to take a share of this lucrative 
and growing market…Microsoft itself (albeit not currently pricing aggressively, and not 
known for responsive customer service, to say the least…) and presumably many dozens of 
local telcos or cloud telephony providers.  Pricing will be competitive, and service level 
demands will be exacting – but LoopUp, for the reasons we have described above, seems 
well placed to compete even with much larger organisations, because its existing network, 
assets and managed service support system for the professional services conference calling 
world seem particularly well-structured for this market.  

Conclusion and summary 

▪ Microsoft Teams has gained huge market share for internal collaboration within 
Enterprise technology customers during the COVID-19 lockdowns globally 

▪ Inclusion of telephony integration within Teams makes perfect sense to such large 
companies, whose staff can then make & receive external calls in the same way they 
have rapidly become accustomed to communicating with colleagues internally 

▪ LoopUp’s customer base is already largely using Teams for internal communication 

▪ LoopUp has an asset base and infrastructure already relied upon by global corporations 
to deliver high-quality calls on important remote meetings (often with external third 
parties).  The poor quality on many Teams calls outside an organisation’s network is 
often a major problem when Teams is used “between” rather than “within” 
companies….LoopUp’s platform already solves this challenge for multi-party remote 
meetings.  

▪ Finally, LoopUp has a tried & tested team, highly capable of winning and servicing 
Enterprise customers in multiple geographies, operating globally.  Its sales and service 
operations arguably stand up well to comparison with much large competitors, and its 
success in the remote meetings market bodes well for similar positive results on the 
much broader telephony playing field.  

Overall, there seems to be a highly fortunate but potentially company-transforming 
overlap between market requirements for Teams-driven telephony and LoopUp’s 
existing global voice platform.  Clearly risks abound, but we are pleased to see LoopUp 
looking to expand its addressable market, and move to target this new opportunity.   
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Financial Summary: LoopUp 

Year end: December (£m unless shown)      
      
PROFIT & LOSS 2017 2018 2019 2020E 2021E 
LoopUp Revenue 17.5  34.2  42.5  55.8  56.0  
Adj EBITDA 3.5  7.7  6.4  17.3  13.3  
Adj EBITA 3.2  7.1  4.9  15.1  11.0  
Reported PBT 0.7  0.4  (2.8) 7.8  3.2  
Fully adj PBT 0.7  4.1  0.5  10.5  5.9  
NOPAT 0.7  4.5  1.2  10.9  6.2  
Reported EPS 4.4  2.3  (3.3) 11.2  4.4  
Fully adj EPS 4.4  9.3  2.2  17.2  9.3  
Dividend per share 0.0  0.0  0.0  0.0  0.0  

      
CASH FLOW & BALANCE SHEET 2017 2018 2019 2020E 2021E 
Operating cash flow 3.1  4.4  6.7  11.7  6.7  
Free Cash flow (0.1) 4.4  4.4  9.6  5.1  
FCF per share (0.3) 8.3  7.4  15.8  8.4  
Acquisitions 0.0  (65.9) (5.0) 0.0  0.0  
Disposals 0.0  0.0  0.0  0.0  0.0  
Shares issued 0.9  47.9  0.1  0.0  0.0  
Net cash flow 0.7  (13.5) (0.9) 9.6  5.1  
Overdrafts / borrowings 0.0  (16.2) (14.5) (12.8) (11.1) 
Cash & equivalents 2.9  5.6  3.0  10.9  14.3  
Net (Debt)/Cash 2.9  (10.6) (11.5) (1.8) 3.3  

      
NAV AND RETURNS 2017 2018 2019 2020E 2021E 
Net asset value 10.5  59.9  58.1  64.9  67.7  
NAV/share 25.6  109.0  105.2  117.5  122.5  
Net Tangible Asset Value 0.5  2.2  6.0  4.6  3.1  
NTAV/share 1.1  3.9  10.8  8.3  5.6  
Average equity 9.1  35.2  59.0  61.5  66.3  
Post-tax ROE (%) 8.0% 11.6% 0.9% 17.1% 9.0% 

      
METRICS 2017 2018 2019 2020E 2021E 
Revenue growth 36.2% 95.9% 24.3% 31.3% 0.3% 
Adj EBITDA growth 67.8% 121.1% (16.2%) 169.1% (23.1%) 
Adj EBITA growth 74.5% 124.1% (30.5%) 205.3% (27.2%) 
Adj PBT growth (354.9%) 459.9% (87.4%) 1955.2% (43.6%) 
Adj EPS growth 722.4% 109.8% (76.8%) 695.7% (46.0%) 
Dividend growth N/A N/A N/A N/A N/A 
Adj EBITA margins 18.2% 20.8% 11.6% 27.0% 19.6% 

      
VALUATION 2017 2018 2019 2020E 2021E 
EV/Sales 7.3 3.7 3.0 2.3 2.3 
EV/EBITDA 36.7 16.6 19.8 7.4 9.6 
EV/NOPAT 176.1 28.0 109.7 11.7 20.5 
PER 49.7 23.7 101.8 12.8 23.7 
Dividend yield N/A N/A N/A N/A N/A 
FCF yield (0.1%) 3.8% 3.3% 7.2% 3.8% 

 

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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