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Global expansion continues

Last week, SNP carried out a 10% capital increase, raising €18.74m before
costs. The funds will be used to help finance the proposed acquisitions of
three South American SAP consultancy firms. The acquisitions will create
SNP’s first significant presence in South America, and follow recent
acquisitions in Asia, the UK and Poland. We will update our forecasts for
the capital increase and acquisitions following the Q2 results, when we will
have more information. Given SNP’s strong position in software-based
transformation projects and assuming a sustained high level of activity, we
believe the shares remain attractive on c 18x our (pre-deals) FY19e EPS.

Revenue PBT* EPS* DPS PIE Yield
Year end (€m) (€Em) (c) (c) (x) (%)
12/15 56.2 34 58.8 34.0 67.1 0.9
12/16 80.7 5.7 94.4 39.0 41.8 1.0
12/17e 110.0 72 96.3 450 410 1.1
12/118e 135.1 13.6 185.6 52.0 213 1.3

Note: *PBT and EPS are normalised, excluding amortisation of acquired intangibles,
exceptional items and share-based payments.

10% capital increase

SNP successfully placed the maximum of 497,677 new shares that were offered to
selected institutional investors by means of an accelerated book-building process.
New shares were placed at a price of €37.65, raising c €18.74m in gross proceeds.
The shareholding of Dr Andreas Schneider-Neureither, CEO, has subsequently
fallen from 20.03% to 18.21%.

Three related acquisitions in South America

SNP is seeking to acquire three unnamed South American SAP consultancy firms.
The companies have high-quality customer bases and focus on projects with very
large data volumes. All three consultancies are profitable and have generated
robust revenue growth in recent years. In FY16, total revenue amounted to ¢ $20m
and EBIT margins have been ¢ 9% in the previous few years. SNP expects an
earnings contribution of $0.7m to $0.9m from the acquisitions for the remaining six-
month period in FY17, or $1.4m to $1.8m on an annualised basis.

Contract win: Major automotive component supplier

Last week, SNP said it had received an order for an extensive transformation
project from one of the world’s largest automotive component suppliers. This order
for services follows the purchase of software licences from SNP in 2016. The
customer is consolidating its entire SAP ERP territory and SNP will be involved in
the migration of core and transaction data, as well as the transformation of
processes from the old SAP systems, to a modern digital platform.

Valuation: Strong growth play in the ERP space

The stock trades on ¢ 41x our FY17e EPS, which falls to ¢ 21x in FY18e and to

c 18x in FY19e. In our last note, our discounted cash flow valuation came out at
€47.75/share. However, our model is based on conservative assumptions and took
no account of any additional acquisitions.

Capital increase
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Business description

SNP Schneider-Neureither & Partner (SNP) is a
software and consulting business focused on
supporting customers in implementing change, and
rapidly and economically tailoring IT landscapes to
new situations. It has developed a proprietary
software product called SNP Transformation
Backbone with SAP Landscape Transformation
software (T-B).
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Exhibit 1: Financial summary

€000s 2014
Year end 31 December IFRS
PROFIT & LOSS
Revenue 30,480
Cost of sales 0
Gross Profit 30,480
EBITDA 862
Adjusted Operating Profit (66)
Amortisation of acquired intangibles 0
Exceptionals 1,505
Associates 0
Operating Profit 1,439
Net Interest (66)
Profit Before Tax (norm) (132)
Profit Before Tax (FRS 3) 1,373
Tax (344)
Profit After Tax (norm) (477)
Profit After Tax (FRS 3) 1,028
Minority interest (40)
Adjustments for normalised earnings 0
Net income (norm) (517)
Net income (FRS 3) 988
Average Number of Shares Outstanding (m) 37
EPS - normalised (c) (13.9)
EPS - normalised & fully diluted (c) (13.9)
EPS-FRS 3 (c) 26.6
Dividend per share (c) 13.00
Gross Margin (%) 100.0
EBITDA Margin (%) 28
Adjusted Operating Margin (%) 0.2
BALANCE SHEET
Fixed Assets 8,291
Intangible Assets 5,190
Tangible Assets 1,231
Other 1,871
Current Assets 17,882
Stocks 0
Debtors 11,286
Cash 5,681
Current Liabilities (9,782)
Creditors (9,182)
Short term borrowings (600)
Long Term Liabilities (2,501)
Long term borrowings (1,650)
Other long term liabilities (851)
Net Assets 13,890
CASH FLOW
Operating Cash Flow 2,579
Net Interest (66)
Tax (1,102)
Capex (701)
Acquisitions/disposals (500)
Shares issued 0
Dividends (335)
Net Cash Flow (124)
Opening net debt/(cash) (3,505)
HP finance leases initiated 0
Other 51
Closing net debt/(cash) (3,431)

Source: Edison Investment Research
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