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Acceleration of SaaS erodes profitability

Changes 2021E 2022E

Revenue - -0.7%

EPS NM -83.0%

Key data

Ticker ALPRO FP

Price (18 October 2021) €5.14

Upside to Price Target (%) 105.1

Market Cap (m) 40

Free Float (%) 45.1

Daily Value Traded (m) 0.1

Next Reporting Date Feb 24 2022

No. of Shares (m) 7.75

1mth perf (%) (10.5)

3mth perf (%) (11.1)

12mth perf (%) (6.9)

12mth high-low (€) 7 - 4

Key financials

(In EUR M)
Year to Dec 2020A 2021E 2022E
Group revenue 172 169 175
EBITDA (rep.) 49.1 36.2 35.2
EBIT (rep.) 19 4.81 10.43
EPS (adj.) (c) 1.22 (0.38) 0.30
DPS (c) 0.03 0.00 0.00
Net debt/(cash) 85.2 81.3 78.6
ROCE (NOPAT) (%) 5.6 2.4 2.8
EPS (adj.) y/y (%) 21.5 (131.2) (178.1)
Net debt/EBITDA 2.27 3.31 3.34
EV/Sales 0.8 0.8 0.7
EV/EBITDA (adj.) 3.5 5.2 5.3
EV/EBIT (adj.) 7.5 17.8 14.3
P/E (adj.) 4.20 (13.5) 17.2
Dividend yield (%) 0.6 0.0 0.0
Free CF yield (%) 22.9 19.0 16.1
EV/CE 0.4 0.4 0.4

 

Price as of 18 October 2021 close.

Completed: 19 October 2021 02:43EDT
Disseminated: 19 October 2021 02:43EDT

All sources unless otherwise stated: Company
data, FactSet, Stifel estimates

Share price performance (indexed)
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 Summary

• Prodware published H1-21 results which illustrated pressure on margins as the
business model switches towards SaaS revenues.

• Balance sheet risk becomes an issue as our new estimates lead us to anticipate
a breach of covenants. We estimate a leverage ratio of 3.3x for 2021, above the
2.5x covenant.

• We reduce our target price to €10.54 but maintain our Buy rating as we see the
shares as severely discounted.

 

 Key Points

Pursuing its 2021-25 strategic plan, Prodware has emphasised consulting practices
and the development of industry-specific software solutions to support its clients’ digital
transformation. Hence, SaaS-related revenues reached €22m in H1-21 (+16% on a pro
forma basis), representing 27% of group revenues. This strategy has been pursued at a
cost in terms of profitability. With 5 to 6 new monthly hires (c. 60 annually), H1 EBITDA
declined by -22%, lowering the margin from 28% to 23%, a decline further amplified by
the unfavourable base effect on 2020 operational expenses.

• Revenues are expected to grow at 2.2% in 2021, 3.2% in 2022, and 3.9% in 2023.

• Exceptional impairment charge amounting to c.€5m in H1 resulted from the
mechanical withdrawal of on-premise license sales.

• Operating loss of €1m in H1.

• R&D investments are expected to slow down going forward, consequently leading
to a reduction in capitalised R&D, capping the EBITDA margin to 17% by 2023.

• Net debt position (excluding IFRS 16) stands at €81.3m in 2021e, limiting
management’s flexibility.

With regard to the valuation, the numerous restatements related to capitalised R&D
and IFRS16 questions the relevance of discounted cash flow valuation as amortisations
correspond to cash expenses and complicate a clean EBITDA comparability between
Prodware and its peers, thus questioning also an EV/EBITDA multiple approach. We
subsequently opted for a peer group multiple based on EV/Sales. Using a sample of
French small and mid-cap companies in the IT and software publishing sectors, we obtain
a fair value of €10.54 when applying peer multiples (EV/Revenue) to our estimates.

All relevant disclosures and certifications appear on pages  7 - 10 of this report.

Stifel does and seeks to do business with companies covered in its research reports. As a result, investors should be aware
that the firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this
report as only a single factor in making their investment decision.



KEY FINANCIALS AND RATIOS
YEAR TO DECEMBER (IN EUR m) 2020A 2021E 2022E 2023E

PROFIT & LOSS ACCOUNT
Group revenue 172 169 175 181
EBITDA (rep.) 49.1 36.2 35.2 30.4
EBIT (rep.) 19 4.81 10.43 8.09
Pre-tax results 13.1 (1) 6.39 4.05
Income tax and other items (2) (3) (4) (3)
Net result group 11.4 (4) 2.78 1.02
Minorities and other items (0) 0 0 0
Net result shareholders, rep. 11.2 (4) 2.78 1.02
EPS, fully diluted (c) 1.47 (0.46) 0.36 0.13
Exceptionals in EBIT 1.81 (2) 1.74 0.05

Profit and Loss Account (adj)
EBITDA 37.5 24.6 23.5 18.8
EBIT 17.39 7.15 8.69 8.04
Operating result (company definition) 19.2 4.81 10.4 8.09
Net result, shareholders 8.48 (1) 1.04 0.98
EPS (adj.) (c) 1.22 (0.38) 0.30 0.11

CASH FLOW STATEMENT
EBITDA (rep.) 49.1 36.2 35.2 30.4
Cash interest and tax payments 5.94 3.69 3.69 3.69
Change in working capital (9) 2.97 2.96 3.08
Other operating cash flow items (10) (8) (8) (7)
Cash flow before capex 35.7 34.5 34.2 30.1
Capital expenditure (27) (27) (28) (25)
Free cash flow 9 7.56 6.40 4.90
Acquisitions/Disposals/Financial assets 0 0 0 0
Dividends, minority payouts 0 0 0 0
Equity measures, other (11) (4) (4) (4)
Change in net cash (2) 3.87 2.71 1.20
Net cash (debt) (85) (81) (79) (77)

BALANCE SHEET
Fixed assets 255 264 267 270
Goodwill 32.6 32.6 32.6 32.6
Current Assets 132 116 121 125
t/o Inventories 0.04 0 0 0
t/o Trade receivables 74.2 59.2 61.1 63.5
t/a Cash and equivalents 36.1 39.6 42.3 43.5
Group equity 155 152 155 156
t/o Shareholders equity 155 152 155 156
Interest-bearing liabilities 121 121 121 121
Other liabilties and provisions 110 106 112 118
t/ Pension provisions 5.92 5.92 5.92 5.92
t/o Trade libabilities 19.7 21.2 21.6 22.2
Balance sheet total 387 379 387 395
Net Working Capital 54.6 38.0 39.5 41.3
Capital Employed (incl. Goodwill) 309 302 306 311

RATIOS
Revenue y/y (%) (8.1) (1.9) 3.2 3.9
EBITDA Margin (adj.) (%) 21.8 14.5 13.5 10.4
EBIT adj margin (%) 10.1 4.2 5.0 4.4
EPS (adj.) y/y (%) 21.5 (131.2) (178.1) (63.2)
Working capital intensity (%) 31.7 22.4 22.6 22.8
DSOs 157 128 128 128
Inventory turnover (Days) 0.08 0 0 0
Net debt (cash) / EBITDA (adj.) 2.27 3.31 3.34 4.12
EBITDA (adj.) / Capex 1.41 0.91 0.85 0.74
Free CF yield (%) 22.9 19.0 16.1 12.3
Oper. FCF Yield (%) 2.4 3.0 2.2 1.0
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Company Snapshot
Investment case summary

We believe Prodware is well-placed to capitalise on the growth in
the digital transformation market, which has been heightened by the
pandemic, with a solid foundation of strategic partnerships and its know-
how in terms of innovation. The group offers a unique value proposition
that has required investment and reorganisation, to accompany its clients
from end to end, throughout their digital transformation. We are confident
in Prodware's ability to deliver organic growth of 2.2% in 2021 and 3.2%
in 2022.

Target price methodology

We value Prodware using peer group multiples (EV/Sales).

High capex, increasing indebtedness in recent years, and a slower- than-
expected conversion of the model towards SaaS have weighed on the
stock historically.

Risk to our valuation and rating

• Lack of visibility due to the current economic context (cancellation or
postponement of projects)

• More competitive pressure, especially in attracting the best
employees

• Limited financial manoeuvres in the current economic context

Key dates

• 2021 annual sales : 24 February 2022

Company description

Founded in 1989, Prodware is a leading French consulting, publishing
and IT integration services company. Present in 13 countries worldwide,
the company supports SMEs and subsidiaries of major groups through
their digital transformation. The group has streamlined its services,
focusing on what it masters best, only addressing the Distribution,
Manufacturing, Professional services and Retail sectors. What sets
Prodware apart is that it has the ability to accompany its customers
from end to end with its four key fundamentals: Consulting, Publishing,
Implementation and Management services. Prodware has also placed
innovation at the heart of its strategy, enabling the group to offer tailor-
made solutions with higher added value.

Key products, clients and end markets

Prodware addresses the global digital transformation market which was
valued at US$284.4 billion in 2019 and is expected to reach US$1.17
trillion by 2027, at a CAGR of 22.5% over the forecast period 2020-2027.
The group, a hybrid of a digital service company and software publisher,
is the only French group to be part of Microsoft’s "Inner Circle", allowing
Prodware to obtain valuable certifications such as Scorefact. Relying on
its strategic partnerships and on its know-how in terms of innovation, the
group develops its own software bricks to offer adapted and customised
solutions. Prodware has strengthened its regional and international
footprint in recent years, to offer a responsive local service to over 19,000
clients. International activities represented 63% of sales in 2020.

Key shareholders

• Management: 47.7%

• Private investors: 5.4%

• Employees: 1.7%

Senior management

• Chairman: Philippe Bouaziz

• CEO: Alain Conrard

• CFO: Stephane Conrard
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Shift to SaaS should help bolster growth 

 
The group is pursuing its 2021-25 strategic plan "The Place to Be and to Work With" 
with a strong focus on its Consulting practice and on developing innovative industry-
specific software solutions, to support its clients in accelerating their digital 
transformation.  
 
SaaS-related revenues reached €22m in H1-21 (+16% on a pro forma basis), 
representing 27% of group revenues. In a context where the COVID-19 crisis has 
accelerated digital adoption, SaaS subscription models and collaboration tools have 
proven to be especially well adapted to enable work from home lifestyles.  
 

Figure 1: SaaS revenues (m€) 

 
Source: Company reports and Stifel Research 

 
We are confident that this trend will continue, leading Prodware to deliver organic 
growth of 2.2% in 2021, 3.2% in 2022 and 3.9% in 2022. 

Figure 2: Revenue evolution (EUR M)   

 
Source: Company reports and Stifel Research & estimates   

A shift affecting profitability  

 
To deliver growth, Prodware made 5 to 6 monthly new hires, mainly consultants, 
representing c. 60 people per year.  
 
Considering the exceptional nature of 2020, with an unfavorable base effect on 
operational expenses, combined with an additional effort in terms of recruitment, the 
H1 EBITDA declined by -22%, lowering the margin from 28% to 23%. 
 
The mechanical withdrawal of on-premise license sales led the company to take an 
exceptional impairment charge amounting to c. €5 million in H1. The group thus posted 
an operating loss of €1m in H1.  
 
In addition to these recruitment efforts, we anticipate a slowdown in R&D investments 
and consequently a reduction in capitalized R&D, capping the EBITDA margin to 17% 
by 2023.  
 
We note that when adjusted for capitalized R&D and IFRS16, the adjusted EBITDA 
happen to reach €10m (6% of revenues) for 2021. 
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Figure 3: EBITDA margin evolution and EBITDA adjusted 
(EUR M) 

  

 
Source: Company reports and Stifel Research & estimates   

 

The group’s financial situation, reflected in a net debt position of €81.3m in 2021e, 
excluding IFRS16, could limit management’s flexibility.  
 

Figure 4: Financial situation (EUR M)   

 
Source: Company reports and Stifel Research & estimates   

 

Rating (Buy) unchanged and target price adjusted to €10.54 from 
€11.50 

 
As the amortisations related to capitalised R&D and IFRS 16 are 1/ significant and 2/ 
cash expenditure, numerous accounting restatements are necessary and complicate 
the analysis of cash flow. In our opinion, this calls into question the relevance of a 
valuation using the DCF method. In line with this reasoning, the comparability of 
EBITDA between  
Prodware and its peers is very low. Consequently, we have favoured a valuation 
based on revenue multiples. 
 
We have selected a sample of French small and mid-cap companies in the IT and 
software publishing sectors. When applying peer multiples (EV/Revenue) to our 
estimates on Prodware, we obtain a fair value of €10.54. 
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Figure 5: Peers method   

 
Source: Company reports and Stifel Research & estimates   
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Important Disclosures and Certifications
I, Caroline David-Tracaz, certify that the views expressed in this research report accurately reflect my personal
views about the subject securities or issuers; and I, Caroline David-Tracaz, certify that no part of my
compensation was, is, or will be directly or indirectly related to the specific recommendations or views contained
in this research report.

Our European Policy for Managing Research Conflicts of Interest is available at www.stifel.com/institutional/
ImportandDisclosures.

Completed: 19 October 2021 02:43EDT
Disseminated: 19 October 2021 02:43EDT

Prodware (ALPRO FP) as of October 18, 2021 (in EUR)
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5.50
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6.46
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*Represents the value(s) that changed.
Buy=B; Hold=H; Sell=S; Discontinued=D; Suspended=SU; Discontinued=D; Initiation=I

For a price chart with our ratings and any applicable target price changes for ALPRO FP go to
http://stifel2.bluematrix.com/sellside/Disclosures.action?ticker=ALPRO FP

Stifel is party to an agreement with Prodware relating to the production of the research (this includes agreements
concerning the production of company sponsored research).
Prodware is a client of Stifel or an affiliate was a client of Stifel or an affiliate within the past 12 months.

Stifel or an affiliate expects to receive or intends to seek compensation for investment banking services from Prodware
in the next 3 months.
Prodware is provided with non-investment banking, securities related services by Stifel or an affiliate or was provided
with non-investment banking, securities related services by Stifel or an affiliate within the past 12 months.

Stifel or an affiliate has received compensation for non-investment banking, securities related services from Prodware
in the past 12 months.
The equity research analyst(s) responsible for the preparation of this report receive(s) compensation based on various
factors, including Stifel's overall revenue, which includes investment banking revenue.

Investment Rating System

Our investment rating system is defined as follows:

Buy - We expect a total return of greater than 10% over the next 12 months with total return equal to the percentage
price change plus dividend yield.

Speculative Buy
1
 - We expect a total return of greater than 30% over the next 12 months, with total return equal to

the percentage price change plus dividend yield, accompanied by substantially higher than normal risk including the
possibility of a binary outcome.

Hold - We expect a total return between -5% and 10% over the next 12 months with total return equal to the percentage
price change plus dividend yield.

Sell - We expect a total return below -5% over the next 12 months with total return equal to the percentage price change
plus dividend yield.
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Occasionally, we use the ancillary rating of Suspended (SU) to indicate a long-term suspension in rating and/or target
price, and/or coverage due to applicable regulations or Stifel policies. Alternatively, Suspended may indicate the analyst
is unable to determine a “reasonable basis” for rating/target price or estimates due to lack of publicly available information
or the inability to quantify the publicly available information provided by the company and it is unknown when the outlook
will be clarified. Suspended may also be used when an analyst has left the firm.

1
 This rating is only utilised by Stifel Canada.

Of the securities we rate, 55% are rated Buy, 1% are rated Speculative Buy, 26% are rated Hold, 2% are rated Sell and
16% are rated Suspended.

Within the last 12 months, Stifel or an affiliate has provided investment banking services for 17%, 18%, 12% and 22% of
the companies whose shares are rated Buy (includes Speculative Buy), Hold, Sell and Suspended respectively.

Within the last 12 months, Stifel or an affiliate has provided material services for 40%, 64%, 19%, 29% and 16% of the
companies whose shares are rated Buy, Speculative Buy, Hold, Sell and Suspended respectively.

Additional Disclosures

Please visit the Research Page at www.stifel.com for the current research disclosures and respective target price
methodology applicable to the companies mentioned in this publication that are within the Stifel coverage universe. For
a discussion of risks and changes to target price including basis of valuation or methodology please see our stand-alone
company reports and notes for all stocks.

The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us
and is not a complete summary or statement of all available data, nor is it considered an offer to buy or sell any securities
referred to herein. Opinions expressed are as of the date of this publication and are subject to change without notice.
These opinions do not constitute a personal recommendation and do not take into account the particular investment
objectives, financial situation or needs of individual investors. Employees of Stifel, or its affiliates may, at times, release
written or oral commentary, technical analysis or trading strategies that differ from the opinions expressed within. Stifel or
any of its affiliates may have positions in the securities mentioned and may make purchases or sales of such securities
from time to time in the open market or otherwise and may sell to or buy from customers such securities on a principal
basis; such transactions may be contrary to recommendations in this report. Past performance should not and cannot
be viewed as an indicator of future performance. Unless otherwise noted, the financial instruments mentioned in this
report are priced as of market close on the previous trading day and presumed performance is calculated always over
the next 12 months.

As a multi-disciplined financial services firm, Stifel regularly seeks investment banking assignments and compensation
from issuers for services including, but not limited to, acting as an underwriter in an offering or financial advisor in a merger
or acquisition, or serving as a placement agent in private transactions.

Affiliate Disclosures

References to “Stifel” (collectively ”Stifel”) refer to SFC and other associated affiliated subsidiaries including (i) Stifel,
Nicolaus & Company, Incorporated (“SNC”); (ii) Keefe, Bruyette & Woods, Incorporated (“KBWI’’), which are both U.S.
broker-dealers registered with the United States Securities and Exchange Commission (“SEC”) and members of the
Financial Industry National Regulatory Authority (“FINRA”), respectively; (iii) Stifel Nicolaus Canada, Incorporated. (“Stifel
Canada”), which is authorised and regulated by Investment Industry Regulatory Organization of Canada (“IIROC”), and
also trades under the names “Stifel GMP” and/or “Stifel FirstEnergy”; (iv) Stifel Nicolaus Europe Limited (“SNEL”),
which is authorised and regulated by the Financial Conduct Authority (“FCA”) (FRN 190412) and is a member of the
London Stock Exchange and also trades under the name Keefe, Bruyette & Woods Europe (“KBW Europe”); and (v) Stifel
Europe Bank AG (“SEBA”), which is regulated by the German Federal Financial Supervisory Authority (Bundesanstalt
für Finanzdienstleistungsaufsicht; “BaFin”) and is a member of Deutsche Boerse and SIX Swiss Exchange and (vi)
Stifel Schweiz AG (“STSA”), which is representative of SEBA in Switzerland and regulated by the Eidgenössische
Finanzmarktaufsicht (“FINMA”). SNEL, SEBA and STSA are collectively referred to as Stifel Europe.

Registration of non-US Analysts: Any non-US research analyst employed by Stifel contributing to this report is not
registered/qualified as a research analyst with FINRA and is not an associated person of the US broker-dealer and
therefore may not be subject to FINRA Rule 2241 restrictions on communications with a subject company, public
appearances, and trading securities held by a research analyst account.

Global Research Notes: Stifel Global Research (Cross-Border Research) notes are intended for use only by Institutional
or Professional Clients. Research analysts contributing content to these reports are subject to different regulatory
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requirements based on the jurisdiction in which they operate. Clients seeking additional information should contact the
Stifel entity through which they conduct business.

SEBA & STSA Sponsored research: At SEBA & STSA, analysts may produce issuer paid research ('sponsored
research'). This research is produced by analysts in accordance with local regulatory requirements relating to such
research. In certain jurisdictions, this issuer paid research may be deemed to be independent research albeit not produced
to the same conflicts of interest standards required by all jurisdictions for independent research. Where research has
been paid for by an issuer, this will be clearly labelled. Please see our European Policy for Managing Research Conflicts
of Interest for additional information.

Country Specific and Jurisdictional Disclosures

United States: Research produced and distributed by Stifel Europe is distributed by Stifel Europe to “Major US
Institutional Investors” as defined in Rule 15a-6 under the US Securities Exchange Act of 1934, as amended. SNC may
also distribute research prepared by Stifel Europe directly to US clients, including US clients that are not Major US
Institutional Investors. In these instances, SNC accepts responsibility for the content. Stifel Europe is a non-US broker-
dealer and accordingly, any transaction by a US client in the securities discussed in the document must be effected by
SNC. US clients wishing to place an order should contact their SNC representative.

UK: This report is distributed in the UK by SNEL, which is authorised and regulated by the Financial Conduct Authority
(FCA). In these instances, SNEL accepts responsibility for the content. Research produced by Stifel Europe is not intended
for use by and should not be made available to retail clients as defined by the FCA.

European Economic Area (EEA): This report is distributed in the EEA by SEBA, which is authorized and regulated by
the German Federal Financial Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht; “BaFin”), In these
instances, SEBA accepts responsibility for the content. Research produced by Stifel Europe is not intended for use by
and should not be made available to retail clients as defined under MiFID II.

The complete preceding 12-month recommendations history related to recommendation(s) in this research report is
available at https://stifel2.bluematrix.com/sellside/MAR.action

Australia: Research produced by Stifel is distributed by SNEL under the Australian Securities and Investments
Commission (“ASIC”) Class Order [CO 03/1099] exemption from the requirement to hold an Australian Financial Services
Licence (“AFSL”). This research may only be distributed to a “Wholesale Client” within the meaning of section 761G of
the Corporations Act 2001 (Cth).

Brunei: This document has not been delivered to, registered with or approved by the Brunei Darussalam Registrar of
Companies, Registrar of International Business Companies, the Brunei Darussalam Ministry of Finance or the Autoriti
Monetari Brunei Darussalam. This document and the information contained within will not be registered with any relevant
Brunei Authorities under the relevant securities laws of Brunei Darussalam. The interests in the document have not been
and will not be offered, transferred, delivered or sold in or from any part of Brunei Darussalam. This document and the
information contained within is strictly private and confidential and is being distributed to a limited number of accredited
investors, expert investors and institutional investors under the Securities Markets Order, 2013 ("Relevant Persons")
upon their request and confirmation that they fully understand that neither the document nor the information contained
within have been approved or licensed by or registered with the Brunei Darussalam Registrar of Companies, Registrar of
International Business Companies, the Brunei Darussalam Ministry of Finance, the Autoriti Monetari Brunei Darussalam
or any other relevant governmental agencies within Brunei Darussalam. This document and the information contained
within must not be acted on or relied on by persons who are not Relevant Persons. Any investment or investment activity
to which the document or information contained within is only available to, and will be engaged in only with Relevant
Persons.

Canadian Distribution: Research produced by Stifel Europe is distributed in Canada by SNC in reliance on the
international dealer exemption. This material is intended for use only by professional or institutional investors. None of the
investments or investment services mentioned or described herein is available to other persons or to anyone in Canada
who is not a “permitted client” as defined under applicable Canadian securities laws.

Republic of South Africa: Research produced by Stifel is distributed by SNEL to “Clients” as defined in FSCA FAIS
Notice 20 of 2018 (the “FAIS Notice”) issued by the Financial Services Conduct Authority. Research distributed by SNEL
is pursuant to an exemption from the licensing requirements under Section 7(1) of the Financial Advisory and Intermediary
Services Act, 2002.

In jurisdictions where Stifel is not already licensed or registered to trade securities, transactions will only be affected in
accordance with local securities legislation which will vary from jurisdiction to jurisdiction and may require that a transaction
is carried out in accordance with applicable exemptions from registration and licensing requirements. Non-US customers
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wishing to effect transactions should contact a representative of the Stifel entity in their regional jurisdiction except where
governing law permits otherwise. US customers wishing to effect transactions should contact their US salesperson.

The securities discussed in this report may not be available for sale in all jurisdictions and may have adverse tax
implications for investors. Clients are advised to speak with their legal or tax advisor prior to making an investment
decision.

Additional Information Is Available Upon Request

© 2021 Stifel. This report is produced for the use of Stifel customers and may not be reproduced, re-distributed or passed
to any other person or published in whole or in part for any purpose without the prior consent of Stifel.
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