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Resuming its product-driven growth strategy?
After a poor FY19, mVISE looks to have resumed its growth trajectory. It has
just enjoyed a record Q1, and April started well despite COVID-19. It is too
early to say if it will escape the economic downturn unscathed, but a more
fundamental question regards the growth prospects for its products
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business. Guidance implies a c 67% rise in product sales in FY20. The longterm fundamentals look good, but, after the FY19 miss, consensus remains
cautious and the rating relatively modest (14.2x FY21 EV/EBIT).

Hitting reset on FY20 guidance
FY19 revenue of €21.5m declined 4% y-o-y and was €6m (22%) below the midpoint of guidance as the anticipated H2 ramp in high-margin product revenue failed
to materialise. Adjusted EBITDA of €1.4m halved year-on-year and was just 25% of
the mid-point of guidance. mVISE has lowered the mid-point of FY20 guidance by

Share details
Code
Listing

C1VX
Deutsche Börse Scale

Shares in issue

27% to €25m for revenue and by 40% to €4m for EBITDA. Effectively it is now
aiming to deliver in FY20 what it promised for FY19.

8.9m

Last reported net debt as at 31 Dec 2019

€9.6m

Business description

Product-driven growth strategy
FY20 appears to be off to a good start despite COVID-19. In a usually seasonally
slow Q1 utilisation was 100%, sales rose 10% y-o-y and new orders grew €1.5m.
Utilisation fell in April but mVISE can access government support to offset any
impact on profits. It is too early to say that it has weathered the storm, but, after the
setback of FY19, the more fundamental question regards the long-term prospects
for elastic.io, its product (software) business. The shift to the cloud-based platforms
bodes well for elastic.io and the mid-point of FY20 guidance implies c 67% growth
in product revenues (from c €2.1m in FY19 to c €3.5m). mVISE expects products to
generate half its incremental growth in FY20. This growth is expected to be largely
H2 weighted and make a big contribution to incremental profits.

mVISE’s core competencies are IT infrastructures
and integration, combined with data management
and analytics. With over 160 FTE staff, mVISE
supports digitisation projects and offers cloud
products such as the integration platforms as a
service elastic.io and SaleSphere.

Bull
◼ Well placed to benefit from digital revolution with

◼ Strategy remains growing margins via

◼ Project-based consulting business faces risk of

◼ <Inse

◼ Own-developed software product elastic.io and

◼ <Inse

skilled employee cost inflation.

SaleSphere has not achieved expectations.
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Consensus estimates
Year
end
12/18

Revenue
(€m)
22.5

EBITDA
(€m)
2.5

EBIT
(€m)
1.3

12/19

21.5

1.4

0.9

(0.03)

25.6

39.3

N/A

12/20e

24.3

3.6

2.3

0.18

9.8

15.4

16.1

12/21e

28.0

4.2

2.5

0.25

8.4

14.2

11.6

Source: Company data, Refinitiv (based on one estimate)
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Bear

forecasts and the rating.

EV/EBIT
(x)
27.0

◼ <Inse

increased high-margin product sales and staff
efficiency.
offerings, support margins and earnings growth.

mVISE’s share price has rebounded sharply from mid-March lows but is still down
23% in the last year. At €2.90 it implies a consensus FY21 EV/EBIT multiple of
14.2x, an 8% discount to an average of its nearest software and services peers.
Consensus forecasts for FY20 appear conservative versus reset guidance and
investors appear sceptical about the ability of mVISE’s product strategy to drive
above-average growth. If mVISE can navigate the current economic downturn and
deliver on its product guidance, there should be upside to both consensus profit

EPS EV/EBITDA
(€)
(x)
0.12
14.4
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orientation to the Internet of Things, digitalisation,
integration, data science and security.

◼ elastic.io can boost the group’s product

Valuation: Evidence of product delivery needed

<insert>

P/E
(x)
24.2
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FY19: A largely product-driven miss
Financial performance in FY19 ultimately fell a long way short of guidance. FY19 revenue of
€21.5m declined 4% y-o-y and was €6m (22%) below the mid-point of guidance. In our November
note Is an H2 catalyst coming? we highlighted that following a lacklustre performance from the
services business (the bulk of mVISE’s sales) in H119, product sales needed to accelerate sharply
in H219 to avoid missing guidance. Product revenue is tougher to forecast than services, but the
shortfall was large: the mid-point of FY19 guidance implied c €5.0m in product sales and the
company delivered €2.1m. A further large white-label deal for elastic.io failed to materialise and
revenue from SaleSphere was just €0.2m.
The product revenue shortfall had a knock-on impact on profits. mVISE’s products may account for
a small proportion of sales (just 10% in FY19) but they are high margin (we assume at least 50% at
the EBITDA level) and hence the c €3m revenue miss could potentially have at least a €1.5m
impact on EBITDA. The mid-point of FY19 guidance implied adjusted EBITDA of €5m and mVISE
delivered adjusted EBITDA of €1.4m.
As a consequence of the product revenue shortfall in FY19, mVISE lowered the mid-point of FY20
guidance by 27% for revenue (from €34m to €25m) and by 40% for EBITDA (from €6.5m to €4m).
Effectively mVISE is aiming to deliver the profits it guided to in FY19 in FY20.
Exhibit 1: mVISE revenue and current guidance vs
previous guidance and consensus estimates

Exhibit 2: mVISE EBITDA progression vs current
guidance and consensus estimates
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A good start in 2020 despite COVID-19
Q1 is typically a seasonally slow period yet utilisation in the services business was almost 100%,
sales rose 10% y-o-y and new orders increased €1.5m. COVID-19 appears to have had a relatively
modest impact on mVISE so far. Operationally the business (which has c 160 employees) has
adapted relatively smoothly to working from home. Utilisation fell slightly in April but is only back to
normal levels and the company is able to access government support to address any impact on
profits.
However, it is too early to say that mVISE has weathered the storm. The company has visibility on
most of its projects until the end of Q2. Government restrictions on movement are easing but
demand in the transport and retail sectors may remain muted for some time. While the company
does have significant business in relatively unaffected segments like telecommunications and
technology, it also has customers in transport (BMW and Lufthansa) and retail (Media Saturn). It is
difficult to imagine that activity in these segments will not be affected in some way. However, it is
equally possible that the disruption caused by the current crisis could catalyse and ultimately
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accelerate the shift to cloud-based, big data-driven platforms. It is simply too early to understand
the net effect in either the near or long term.

Is the product-driven growth strategy intact?
Setting aside the uncertainties surrounding the COVID-19 downturn, in our view the more
fundamental question is what the long-term prospects for mVISE’s custom software products
(elastic.io and SaleSphere) are. These products were at the heart of its 2018+ strategy, a threeyear plan to drive revenue growth and expand margins. Guidance set out at the time anticipated
product sales rising from just 5% of the mix to 30% by FY20 and, due to their higher margin, raising
overall EBITDA margins to c 19%. Following the set-back in FY19, expectations of product sales in
FY20 have been scaled back significantly. Product sales now are guided to be c €3.5m (c 14% of
total sales), about a third of the original expectations.
elastic.io aims to provide integration platform as a service (iPaaS) to companies looking to integrate
and sync their ‘on-premise’ and cloud-based software solutions. Its growth is supported by
favourable long-term market trends in our view. As companies look to exploit the convenience,
flexibility and lower cost of cloud solutions, the need for platforms that can address the integration
challenges increases. mVISE currently markets elastic.io through multiple white-label partners
(Magic Software and Deutsche Telekom are the most significant) and has continued to invest to
improve the product.
While the long-term demand picture is healthy, forward visibility remains low. Agreements with
Deutsche Telekom and AppDirect are now a year old and it is clear that sell through has been
slower than anticipated. Nevertheless, the company believes there are opportunities to extend both
its roster of white-label partners and its current deal with Magic Software (originally signed in 2018).
SaleSphere is a software solution that aims to digitalise in-store sales processes by bringing in data
from the customer relationship management, product information management and enterprise
resource planning systems. mVISE remains confident in its long-term prospects despite a poor
FY19 (revenue of €0.2m).
Consensus appears to be anticipating 13% revenue growth in FY20 (below 15%, which is the midpoint of the updated guidance range) accelerating to 15% in FY21. Given the high margin of
product revenue, if mVISE can navigate the current economic downturn and meet its product
revenue guidance there should be upside to consensus profit estimates.

Valuation
We provide an indicative valuation of mVISE by deriving a composite multiple from its nearest listed
consulting and software peers. With year-end FY19 net debt of €9.6m accounting for nearly 30% of
EV, the capital structure makes its P/E multiple look artificially low and skews comparisons with its
nearest peers. Applying a peer group average FY21 EV/EBIT multiple of 15.5x to consensus
estimates suggests a €3.4 per share valuation, 17% upside to the current price. Software
companies tend to be more highly rated than services businesses. If mVISE can deliver the product
(software) growth it is aiming for, arguably there is scope for the multiple to expand.
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General disclaimer and copyright
Accuracy of content: All information used in the publication of this report has been compiled from publicly available
sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of this report and
have not sought for this information to be independently verified. Opinions contained in this report represent those of the
Edison analyst at the time of publication. Forward-looking information or statements in this report contain information that
is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve
known and unknown risks, uncertainties and other factors which may cause the actual results, performance or
achievements of their subject matter to be materially different from current expectations.
Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or
consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in connection
with the access to, use of or reliance on any information contained on this note.
No personalised advice: The information that we provide should not be construed in any manner whatsoever as,
personalised advice. Also, the information provided by us should not be construed by any subscriber or prospective
subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The securities described in
the report may not be eligible for sale in all jurisdictions or to certain categories of investors.
Investment in securities mentioned: Edison has a restrictive policy relating to personal dealing and conflicts of
interest. Edison Group does not conduct any investment business and, accordingly, does not itself hold any positions in
the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison
may have a position in any or related securities mentioned in this report, subject to Edison's policies on personal dealing
and conflicts of interest.
Copyright: Copyright 2020 Edison Investment Research Limited (Edison). All rights reserved FTSE International Limited
(“FTSE”) © FTSE 2020. “FTSE®” is a trade mark of the London Stock Exchange Group companies and is used by FTSE
International Limited under license. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors.
Neither FTSE nor its licensors accept any liability for any errors or omissions in the FTSE indices and/or FTSE ratings or
underlying data. No further distribution of FTSE Data is permitted without FTSE’s express written consent.

Australia
Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate
Authorised Representative (1252501) of Myonlineadvisers Pty Ltd who holds an Australian Financial Services Licence
(Number: 427484). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale
clients" within the meaning of the Corporations Act 2001 of Australia. Any advice given by Edison AU is general advice
only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this
advice, consider the appropriateness of the advice, having regard to your objectives, financial situation and needs. If our
advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant
Product Disclosure Statement or like instrument.
New Zealand
The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in
their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the purpose of the
Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation
or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the topic of this document. For the
purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only
and is not intended to constitute a recommendation or opinion in relation to acquiring or disposing (including refraining
from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the
extent that it contains any financial advice, is intended only as a “class service” provided by Edison within the meaning of
the FAA (i.e. without taking into account the particular financial situation or goals of any person). As such, it should not be
relied upon in making an investment decision.
United Kingdom
Neither this document and associated email (together, the "Communication") constitutes or form part of any offer for sale
or subscription of, or solicitation of any offer to buy or subscribe for, any securities, nor shall it or any part of it form the
basis of, or be relied on in connection with, any contract or commitment whatsoever. Any decision to purchase shares in
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the Company in the proposed placing should be made solely on the basis of the information to be contained in the
admission document to be published in connection therewith.
This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional
experience in matters relating to investments, i.e. investment professionals within the meaning of Article 19(5) of the
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPO") (ii) high net-worth
companies, unincorporated associations or other bodies within the meaning of Article 49 of the FPO and (iii) persons to
whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is
available only to such persons. It is not intended that this document be distributed or passed on, directly or indirectly, to
any other class of persons and in any event and under no circumstances should persons of any other description rely on
or act upon the contents of this document (nor will such persons be able to purchase shares in the placing).
This Communication is being supplied to you solely for your information and may not be reproduced by, further
distributed to or published in whole or in part by, any other person.
United States
Edison relies upon the "publishers' exclusion" from the definition of investment adviser under Section 202(a) (11) of the
Investment Advisers Act of 1940 and corresponding state securities laws. This report is a bona fide publication of general
and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the
needs of current and/or prospective subscribers. As such, Edison does not offer or provide personal advice and the
research provided is for informational purposes only. No mention of a particular security in this report constitutes a
recommendation to buy, sell or hold that or any security, or that any particular security, portfolio of securities, transaction
or investment strategy is suitable for any specific person.

Frankfurt +49 (0)69 78 8076 960
Schumannstrasse 34b
60325 Frankfurt
Germany

mVISE | 11 May 2020

London +44 (0)20 3077 5700
280 High Holborn
London, WC1V 7EE
United Kingdom

New York +1 646 653 7026
1,185 Avenue of the Americas
3rd Floor, New York, NY 10036
United States of America

Sydney +61 (0)2 8249 8342
Level 4, Office 1205
95 Pitt Street, Sydney
NSW 2000, Australia

5

