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KEY DATA 

Net (Debt)/Cash $16.7m 

Enterprise value £60.8m 

Index/market AIM 

Next news 
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'20 

Shares in Issue (m) 10.6 

Chairman Barry Mence 

Chief Executive Andy Michuda 

Finance Director Arif Karimjee 
 

COMPANY DESCRIPTION 

Sopheon is an international provider of 
software and services for product life cycle 
management 

www.sopheon.com 
 

Customers extend buying cycles 

Pipeline remains robust with growing SaaS content 

Sopheon’s trading update confirms that some of its customers are delaying 
decisions on contracts because of uncertainty prevailing in their own 
markets and businesses.  At the time of the interim results, Sopheon’s 
management expected a return to a stronger second half weighting for the 
full year numbers. That is still the case and the Group continues to highlight 
the strength of the new business pipeline and a higher proportion of SaaS 
(Software as a Service) opportunities. Nevertheless, the anticipated signings 
of a number of opportunities have now slipped into 2020. With revenue 
visibility currently at $28 million, we conservatively move our current year 
revenue estimate down 13% to $29 million with a knock-on effect on 
EBITDA (down 29%). We also assume that buying cycles remain extended 
during FY 2020E and therefore take a prudent view on our numbers for that 
year as well with revenue and Adj. EBITDA estimates reducing by 10% and 
40% respectively. 

▪ Current revenue visibility for FY 2019E is $28 million with a further $9.9 
million in remaining opportunities with 2019 target close dates. Of that 
latter amount, up to $2.7 million represents perpetual license fees and 
$4.8 million represents potential orders for multi-year SaaS or other 
recurring commitments. The balance is for associated consulting services.  

▪ Some of those additional perpetual licence fees may be signed in the 
remainder of the year which would add to our reduced revenue and Adj 
EBITDA estimates. Additionally, further SaaS deals may yet also complete 
but without significant revenue recognition in FY 2019E.  

▪ The update confirms that in a number of the delayed signings, Sopheon is 
already the preferred vendor. It also notes varying reasons for the 
extended buying cycles - some relate to potentially expanding initial 
contracts while others are company-specific delays. The former group 
includes a ‘very substantial’ new SaaS deal with a top tier global customer 
which is now expected to sign in the first half of next year. 

This is clearly a frustrating time for Sopheon as its pipeline of new business 
continues to grow (up c. 60% since the end of last year) but the willingness of 
customers to sign on the dotted line is hampered by macro influences and 
their own more direct reasons. The delays mean that Sopheon’s FY 2019E will 
fall short of the revenues that we had anticipated, and we take a similar view 
on FY 2020E at present.  Sopheon remains in a robust financial position with 
$19.2 million of cash on its Balance Sheet at the end of November 2019. 
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FYE DEC ($M) 2016 2017 2018 2019E 2020E 

Revenue 23.2 28.5 33.9 29.0 35.5 

Adj EBITDA 5.3 8.2 9.4 5.3 5.7 

Fully adj PBT 2.7 5.3 6.9 2.4 2.5 

Fully adj dil EPS (c) 28.1 50.9 59.8 20.5 21.3 

EV/Sales (x) 3.5x 2.8x 2.4x 2.8x 2.3x 

EV/EBITDA (x) 15.1x 9.8x 8.5x 15.0x 14.1x 

PER (x) 32.4x 17.9x 15.2x 44.3x 42.7x 

Source: Company Information and Progressive Equity Research estimates 
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Estimates downgraded 

The comment from Sopheon’s Chairman, Barry Mence, highlights the confidence that the 
Board has in business and that it is ‘uniquely well placed to secure a leading position’ in the 
emerging enterprise solutions space of strategy execution management.  

Sopheon is, generally speaking, a fixed cost business – and one which has been investing in 
its growth strategy. Although the group has continued to keep costs under control, it 
remains focused on its strategic priorities with the Chairman noting further that Sopheon 
intends to ‘press on with our own strategic initiatives for long term growth and expansion’. 

Consequently, we assume that Sopheon will continue to invest appropriately even though 
we are paring back our revenue assumptions given the news on contract signings in the 
update. As a consequence, Adjusted EBITDA and other profit numbers are proportionally 
affected to a greater degree by our reductions in revenue estimates. The table below shows 
our new estimates and the changes from our previous numbers.  

Estimate changes 

  

Source: Progressive Equity Research estimates 

 

Silver lining – and comfort from management’s signal 

Clearly, today’s news is disappointing, but the silver lining is also apparent – the group 
seems not to be losing deals.  Customers are delaying their purchasing for a multitude of 
reasons, but it does not appear that Sopheon is losing out on market share.  We are seeing 
similar patterns across a number of businesses, as the global economy shows some 
worrying signs, and corporates of all sizes reassess their spending.  
 
Sopheon remains well positioned, and we take a good degree of comfort from 
management’s decision to continue investing in the platform and the offering.  This is a 
clear signal of their faith in the proposition and its long-term outlook.  We believe that the 
group will, eventually, see a recovery to growth, and will reap the benefits of current and 
future investment.  
 
 

$m unless stated Old New

Change 

(%) Old New

Change 

(%)

Revenue 33.5 29.0 -13% 39.5 35.5 -10%

Adj EBITDA 7.5 5.3 -29% 9.5 5.7 -40%

Fully adj PBT 4.5 2.4 -47% 6.3 2.5 -61%

Diluted EPS (c) 37.8 17.7 -53% 54.5 18.5 -66%

Fully adj dil EPS (c) 39.0 20.5 -47% 54.4 21.3 -61%

FY 2019E FY 2020E
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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  29.0  35.5  
Adj EBITDA 5.3  8.2  9.4  5.3  5.7  
Adj EBIT 3.1  5.8  6.9  2.2  2.3  
Reported PBT 3.1  5.1  6.4  1.9  2.0  
Fully adj PBT 2.7  5.3  6.9  2.4  2.5  
NOPAT 3.0  5.3  6.3  2.0  2.2  
Reported Dil EPS (c) 42.8  55.9  65.0  17.7  18.5  
Fully adj dil EPS (c) 28.1  50.9  59.8  20.5  21.3  
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  5.0  3.7  
Free Cash flow 3.0  2.8  7.6  1.8  0.4  
FCF per share (c) 29.5  27.1  71.1  16.6  3.9  
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  1.8  0.4  
Overdrafts / borrowings (5.8) (3.2) (0.4) (0.4) (0.4) 
Cash & equivalents 10.1  12.7  17.1  18.9  19.3  
Net (Debt)/Cash 4.2  9.5  16.7  18.5  18.9  

      
NAV AND RETURNS 2016 2017 2018 2019E 2020E 
Net asset value 10.4  18.6  25.6  27.2  28.8  
NAV/share (c) 142.3  186.0  252.2  267.5  283.3  
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  26.4  28.0  
Post-tax ROE (%) 37.7% 36.5% 28.7% 7.7% 7.7% 

      
METRICS 2016 2017 2018 2019E 2020E 
Revenue growth 11.1% 23.0% 18.9% (14.5%) 22.6% 
Adj EBITDA growth 28.9% 54.8% 14.7% (43.3%) 6.9% 
Adj EBIT growth 98.8% 87.5% 19.6% (68.1%) 6.6% 
Adj PBT growth 88.5% 95.1% 30.5% (65.4%) 4.0% 
Adj EPS growth 102.4% 80.7% 17.5% (65.6%) 3.8% 
Dividend growth N/A N/A 30.0% 18.5% 18.2% 
Adj EBIT margins 13.2% 20.2% 20.3% 7.6% 6.6% 

      
VALUATION 2016 2017 2018 2019E 2020E 
EV/Sales (x) 3.5 2.8 2.4 2.8 2.3 
EV/EBITDA (x) 15.1 9.8 8.5 15.0 14.1 
EV/NOPAT (x) 26.8 15.2 12.7 39.6 37.2 
PER (x) 32.4 17.9 15.2 44.3 42.7 
Dividend yield N/A 0.3% 0.4% 0.4% 0.5% 
FCF yield 3.2% 3.0% 7.8% 1.8% 0.4% 

 

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 

Disclaimers and Disclosures 

Copyright 2019 Progressive Equity Research Limited (“PERL”).  All rights reserved.  Progressive’s research is commissioned by the subject 
company under contract and is freely available to the public and all institutional investors.  Progressive does not offer investors the ability to 
trade securities.  Our publications should not, therefore, be considered an inducement under MiFID II regulations.  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. 

 

 

 

 


