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Market Cap: £104.9m 

 

SHARE PRICE (p) 
 

 

12m high/low 1,370p/760p 

Source: LSE Data 

 

KEY INFORMATION 

Enterprise value £97.7m 

Index/market AIM 

Next news Interims, 22 Aug 2019 

Gearing N/A 

Interest cover N/A 

 

SOPHEON IS A RESEARCH CLIENT OF 
PROGRESSIVE 

 

The mixed blessings of SaaS 

Sopheon’s H1 2019E update states that revenues and EBITDA will be 
lower than H1 2018, at around $13.7m and $2.0m respectively. This is 
as a result of a delay in closing some licence contracts (and H1 2018 
was a tough comparator).  Further, although the group is enjoying a 
very strong pipeline (up 48% in value since January), “an increasing 
proportion” of this pipeline is likely to be SaaS, so H2 revenue is 
unlikely to be sufficient to reach consensus full year estimates.  The 
result of a greater number of SaaS licenses should be an increase in 
revenue visibility over the longer term and a fillip to recurring revenue 
in FY 2020 and beyond; however, it impacts revenue recognition in 
the near term.  Full year revenue is now expected to be similar to FY 
2018, and we are reducing our estimate for FY 2019E by 8% with 
EBITDA decreasing by 22% to the figures below.  We also reduce our 
estimates for FY 2020E by 5% and 14% respectively – hopefully this 
will prove conservative.  We hope to see a good increase in 
annualised recurring revenue during H2, which will underpin 
estimates for 2020 and beyond.  

▪ Sopheon’s business model has historically featured predominantly 
perpetual licences, reflecting the preferences of major enterprise 
clients. However, the Group has previously flagged migration towards a 
SaaS model, which is clearly accelerating, in line with broader longer 
term market trends. 

▪ Current revenue visibility for the full year is above $24m. The Board 
expects H1 2019E revenue to be approximately $13.7m compared to 
$15.9m in H1 2018 and that revenue for the full year will be at a similar 
level to last year – the strength of the pipeline for H2 is being offset by 
the increased proportion of SaaS within the mix.  EBITDA for the first 
half is expected to be approximately $2.0m (H1 2018: $4.1m). 

▪ Sopheon ended the half year with a strong net cash balance of $18.7m 
compared to $16.7m at 31 December 2018 and the group has the 
resources to ensure that the effects of transition to an increasing 
proportion of SaaS contracts can be managed without difficulty. 

The group is seeing good levels of demand and a very strong pipeline – if 
the mix were more perpetual licence in nature, the H1 deal delays could 
potentially be made up in H2.  Ironically, the increased skewing towards 
SaaS delivery is more valuable in the long term, but has forced the 
downgrades we process today.  This is frustrating, but we take comfort from 
the strong pipeline and the long-term value being built within the growing 
SaaS business.   
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FYE DEC ($M) 2016 2017 2018 2019E 2020E 

Revenue 23.2 28.5 33.9 33.5 39.5 

Adj EBITDA 5.3 8.2 9.4 7.0 9.0 

Fully adj PBT 2.7 5.3 6.9 4.5 6.3 

Fully adj dil EPS (c) 28.1 50.9 59.8 39.1 54.4 

EV/Sales (x) 5.6x 4.5x 3.8x 3.8x 3.3x 

EV/EBITDA (x) 24.3x 15.7x 13.7x 18.4x 14.3x 

PER (x) 46.2x 25.6x 21.8x 33.3x 23.9x 

Source: Company Information and Progressive Equity Research estimates 
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Financial Summary: Sopheon 

Year end: December ($m unless shown)      

      

PROFIT & LOSS 2016 2017 2018 2019E 2020E 

Revenue 23.2  28.5  33.9  33.5  39.5  

Adj EBITDA 5.3  8.2  9.4  7.0  9.0  

Adj EBIT 3.1  5.8  6.9  4.3  6.2  

Reported PBT 3.1  5.1  6.4  4.0  5.8  

Fully adj PBT 2.7  5.3  6.9  4.5  6.3  

NOPAT 3.0  5.3  6.3  4.0  5.7  

Reported Dil EPS (c) 42.8  55.9  65.0  37.8  54.5  

Fully adj dil EPS (c) 28.1  50.9  59.8  39.1  54.4  

Dividend per share (p) 0.0  2.5  3.3  3.9  4.6  

      
CASH FLOW & BALANCE SHEET 2016 2017 2018 2019E 2020E 

Operating cash flow 5.5  6.0  10.4  6.9  7.4  

Free Cash flow 3.0  2.8  7.6  3.7  4.2  

FCF per share (c) 29.5  27.1  71.1  34.2  39.3  

Acquisitions 0.0  0.0  0.0  0.0  0.0  

Disposals 0.0  0.0  0.0  0.0  0.0  

Shares issued 0.1  0.0  0.2  0.0  0.0  

Net cash flow 2.9  3.1  7.8  3.7  4.2  

Overdrafts / borrowings (5.8) (3.2) (0.4) (0.4) (0.4) 

Cash & equivalents 10.1  12.7  17.1  20.7  25.0  

Net (Debt)/Cash 4.2  9.5  16.7  20.4  24.6  

      
NAV AND RETURNS 2016 2017 2018 2019E 2020E 

Net asset value 10.4  18.6  25.6  29.3  34.8  

NAV/share (c) 142.3  186.0  252.2  288.8  342.5  

Net Tangible Asset Value 0.2  0.4  0.5  0.8  0.9  

NTAV/share (c) 3.3  4.1  5.2  7.5  8.4  

Average equity 7.9  14.5  22.1  27.5  32.0  

Post-tax ROE (%) 37.7% 36.5% 28.7% 14.6% 17.7% 

      
METRICS 2016 2017 2018 2019E 2020E 

Revenue growth 11.1% 23.0% 18.9% (1.2%) 18.0% 

Adj EBITDA growth 28.9% 54.8% 14.7% (25.8%) 29.3% 

Adj EBIT growth 98.8% 87.5% 19.6% (36.9%) 42.0% 

Adj PBT growth 88.5% 95.1% 30.5% (34.3%) 39.4% 

Adj EPS growth 102.4% 80.7% 17.5% (34.6%) 39.4% 

Dividend growth N/A N/A 30.0% 18.5% 18.2% 

Adj EBIT margins 13.2% 20.2% 20.3% 13.0% 15.6% 

      
VALUATION 2016 2017 2018 2019E 2020E 

EV/Sales (x) 5.6 4.5 3.8 3.8 3.3 

EV/EBITDA (x) 24.3 15.7 13.7 18.4 14.3 

EV/NOPAT (x) 43.0 24.4 20.3 32.2 22.7 

PER (x) 46.2 25.6 21.8 33.3 23.9 

Dividend yield N/A 0.2% 0.2% 0.3% 0.3% 

FCF yield 2.3% 2.1% 5.5% 2.6% 3.0% 
 

Source: Company information and Progressive Equity Research estimates 
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Disclaimers and Disclosures 

Copyright 2019 Progressive Equity Research Limited (“PERL”).  All rights reserved.  PERL provides professional equity research 
services, and the companies researched pay a fee in order for this research to be made available.  This report has been 
commissioned by the subject company and prepared and issued by PERL for publication in the United Kingdom only.  All 
information used in 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 PERL at the time of publication, and any estimates are those of PERL and not of the 
companies concerned unless specifically sourced 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.  Past performance is not necessarily a guide to future performance. 


