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Market Cap: £68.2m 
 

SHARE PRICE (p) 

 
12m high/low 985p/643p 

Source: LSE Data (priced as at prior close) 

 

KEY DATA 

Net (Debt)/Cash $24.2m (at 31/12/21) 

Enterprise value £50.8m 

Index/market AIM 

Next news AGM June '22 

Shares in Issue (m) 10.5 

Executive Chairman Andy Michuda 

Chief Executive Greg Coticchia 

Finance Director Arif Karimjee 

 

COMPANY DESCRIPTION 

Sopheon is an international provider of 
software and services for product lifecycle 
management. 

www.sopheon.com 
 

SaaS, the way we like it 

Sopheon’s final results for FY21, released this morning, are ahead of our and 
market expectations.  The results show that Sopheon is making strong 
operational, strategic and financial progress, and we have adjusted our 
FY22E forecasts accordingly. The move to full SaaS is progressing well, 
increased product development spend is showing through in new product 
releases and management is looking to fully exploit SaaS market and 
product dynamics to build a bigger and better business across product and 
innovation management software markets globally. 

▪ In January, Sopheon issued a trading statement to say that management 
expected the results to be ‘comfortably in line’ with market expectations.  
We had edged up our revenue forecasts in December 2021 following the 
trading update that came alongside the acquisition of ROIB.  However, we 
regard the revenue figure of $34.4m (FY20 $30.0m) and Adjusted EBITDA 
of $6.2m (FY20 $5.9m) vs our estimates of $32.7m and $4.5m, 
respectively, as ‘pleasantly ahead’. 

▪ Alongside the revenues and EBITDA beats, Sopheon also reported 15% 
growth in its ARR (Annual Recurring Revenues) at $20.7m (FY20 $18.0m) 
and strong cash generation with net cash at $24.2m (FY20 $21.7m). Of the 
10 new customer wins achieved by the company in the year, nine were 
SaaS, and six existing customers were transitioned across within 
Sopheon’s SaaS uplift programme.  

▪ During 2021, Sopheon increased its scheduled development pace to four 
times per year, with three releases of its core Accolade product in the 
year.  Management anticipates that the new features and functions in 
these releases will increase the value that Accolade generates for 
customers and improve its competitive position.  A key landmark will be 
passed in FY22 with the launch of Sopheon’s first ‘cloud-native’ app. 

▪ We have maintained our FY22E forecasts at the headline level and now 
introduce our forecasts for FY23E. 

Sopheon is not just ‘doing the SaaS thing’ but fully understanding and 
exploiting the tools that SaaS provides focused professional B2B software 
businesses in terms of product innovation, partnerships and providing 
better solutions to new and existing users, customers and markets.  We look 
forward to seeing how the new CEO and his team deliver on this potential.
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FYE DEC ($M) 2019 2020 2021 2022E 2023E 

Revenue 30.3 30.0 34.4 36.3 39.8 

Adj EBITDA 6.4 5.9 6.2 4.9 5.7 

Fully adj PBT 3.1 2.2 2.1 0.6 1.3 

Fully adj dil EPS (c) 26.5 17.8 15.5 5.9 12.0 

EV/Sales (x) 2.3x 2.4x 2.1x 1.9x 1.8x 

EV/EBITDA (x) 11.0x 11.9x 11.4x 14.5x 12.4x 

PER (x) 34.0x 50.7x 58.2x 153.4x 75.2x 

Source: Company Information and Progressive Equity Research estimates. 
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New approaches and new markets 

Sopheon significantly increased its marketing efforts in 2021, but the company is also 
focusing its efforts on reducing its exposure to large customers, in line with its work in 
making it easier for end users to access, understand and use its products.  The statement 
also highlights the importance of partnerships as a way to expand Sopheon’s capabilities 
and offerings.  It is clear that under new CEO Greg Coticchia, appointed in March 2021, 
Sopheon is fully embracing the potential that SaaS provides for focused specialist 
professional software providers. 

The CEO’s review makes reference to industry analysts’ forecasts of 17% CAGR in spending 
on innovation management.  Sopheon’s key Food & Beverage, Chemical, Aerospace and 
Defence, and Industrial Manufacturing verticals may not see the full benefit of this, and we 
welcome management’s stated intention to move beyond these verticals – noting that the 
move towards partnerships and ‘apps’ significantly reduces the risks and challenges of 
doing so. 

Acquisitions – ROIB done, more to come 

ROIB was acquired in December 2021, so it is too early to expect to see much impact from 
bringing this SaaS-based project and portfolio management product on board.  ROIB’s 
products enable customers to better manage project schedules, costs, resource, risks and 
deliveries.  These clearly fit well with Sopheon’s innovation management offerings.  The 
report states that ROIB is already playing ‘a material role with both existing and new 
customer opportunities’.  

Management states that it is actively searching for further acquisitions that can provide 
useful products, skills or market access. While this does bring with it some risks, we believe 
that any such transactions would be relatively small and simple to bring alongside. 

Staffing a wider industry issue, addressed 

Management had already highlighted the issue of tightness in the labour market in recent 
statements.  The structure of its staffing and likely requirements means that we do not 
regard staffing as a significant concern for Sopheon at present, but it is unrealistic to 
assume that it will be immune to the problem.  

FY23E – forecasting growth, but profitability lags 

With this note, we are introducing estimates for FY23E. As with FY22E, in FY23E we expect 
improving revenue performance, but factor in that the full impact of many of the changes 
to products and approaches to market will take time to show through, and that, in the 
meantime, the increased spend on marketing and development is impacting margins. 
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Financial Summary: Sopheon 

Year end: December ($m unless shown)      
      
PROFIT & LOSS 2019 2020 2021 2022E 2023E 
Revenue 30.3  30.0  34.4  36.3  39.8  
Adj EBITDA 6.4  5.9  6.2  4.9  5.7  
Adj EBIT 3.0  2.2  2.2  0.7  1.4  
Reported PBT 2.5  1.7  1.2  0.2  0.9  
Fully adj PBT 3.1  2.2  2.1  0.6  1.3  
NOPAT 2.8  2.0  1.9  0.6  1.2  
Reported Dil EPS (c) 19.2  14.1  7.5  2.3  8.4  
Fully adj dil EPS (c) 26.5  17.8  15.5  5.9  12.0  
Dividend per share (p) 3.25  3.25  3.25  3.25  3.25  

      
CASH FLOW & BALANCE SHEET 2019 2020 2021 2022E 2023E 
Operating cash flow 7.1  6.6  10.6  (0.2) 4.3  
Free Cash flow 3.4  1.9  4.9  (1.4) 3.1  
FCF per share (c) 31.6  17.8  44.5  (12.6) 28.0  
Acquisitions 0.0  0.0  (1.5) 0.0  0.0  
Disposals 0.0  0.0  0.0  0.0  0.0  
Shares issued 0.1  0.1  0.6  0.0  0.0  
Net cash flow 2.7  2.4  3.2  (1.4) 3.1  
Overdrafts / borrowings 0.0  0.0  0.0  0.0  0.0  
Cash & equivalents 19.4  21.7  24.2  22.8  25.9  
Net (Debt)/Cash 19.4  21.7  24.2  22.8  25.9  

      
NAV AND RETURNS 2019 2020 2021 2022E 2023E 
Net asset value 27.9  30.2  31.3  35.2  36.7  
NAV/share (c) 274.2  289.0  297.8  335.0  349.0  
Net Tangible Asset Value 0.5  0.5  0.6  0.6  0.7  
NTAV/share (c) 5.0  5.1  5.8  6.2  6.3  
Average equity 26.7  29.0  31.4  32.5  32.7  
Post-tax ROE (%) 10.5% 6.7% 6.2% 1.9% 3.8% 

      
METRICS 2019 2020 2021 2022E 2023E 
Revenue growth 18.9% 18.9% 18.9% 18.9% 18.9% 
Adj EBITDA growth 14.7% 14.7% 14.7% 14.7% 14.7% 
Adj EBIT growth 19.6% 19.6% 19.6% 19.6% 19.6% 
Adj PBT growth 30.5% 30.5% 30.5% 30.5% 30.5% 
Adj EPS growth 17.5% 17.5% 17.5% 17.5% 17.5% 
Dividend growth 30.0% 30.0% 30.0% 30.0% 30.0% 
Adj EBIT margins 20.3% 20.3% 20.3% 20.3% 20.3% 

      
VALUATION 2019 2020 2021 2022E 2023E 
EV/Sales (x) 2.3 2.4 2.1 1.9 1.8 
EV/EBITDA (x) 11.0 11.9 11.4 14.5 12.4 
EV/NOPAT (x) 25.3 36.1 36.4 111.7 57.7 
PER (x) 34.0 50.7 58.2 153.4 75.2 
Dividend yield 0.4% 0.4% 0.4% 0.4% 0.4% 
FCF yield 3.5% 2.0% 4.9% (1.4%) 3.1% 

 

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: 
Keith Hodgskiss 
+44 (0) 20 7781 5300 
khodgskiss@progressive-research.com 
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