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15/06/2017 Update following the Q1 17 results 

2017 : € 0.24 vs 0.26 -5.57%
2018 : € 0.25 vs 0.28 -9.27%

Following the Q1 17 results, we have updated our forecasts for the coming years. Our top-line estimate for 
2017 is downgraded from €20.7m to €20.2m, mainly due to a cut in the Terminals business (-7.2% yoy vs. -
3% previously) in the light of a difficult Q1. In addition, we now see growth of 9.7% in 2018 vs. 12.2% 
previously, in order to reflect a progressive recovery in the Terminals business.

Despite improvements in both segments, the bottom-line mechanically suffers from the higher share of 

Authorisations in the mix, for which the gross margin is much lower than Terminals.

€ 2.48 vs 2.78 -10.9%

The DCF is negatively impacted by the top-line downgrade, which translates into a lower cash generation, 
despite unchanged long-term parameters.

Change in EPS 

Change in DCF 

15/06/2017 Strong authorisations offset weaker terminals 
Earnings/sales releases 

Fact 
Keyware released its Q1 17 results, with revenues reaching €4,528k, corresponding to 12.6% growth yoy. 
Terminals came in at €2,502k (-13.4% yoy), and Authorisations at €1,785k (+57.7% yoy). The remainder 
consists of the EasyOrder business, now integrated into a new business unit (Software, €31k), and non-
recurring revenues related to acquisitions.

The gross margin reached 60.2%, up 120bp sequentially and down 380bp), and the operating margin came 
in at 18.4% (down 90bp yoy). Profit before taxes came in at €1,088k, for a net result of €722k, impacted by 
€75k of negative results from associated companies.

The company announced in January 2017 the acquisition of EasyOrder, a payment application developer, 
for a total of €700k. €425k has been paid in cash, €75k will be paid in shares, while two (possibly three) 
tranches of cash (75%) and shares (25%) remain to be paid in 2017 and 2018 (and possibly 2019) for a total 
of €200k.

In addition, the company announced in May 2017 the launch of a share buy-back initiative, starting in June 

for one year and for a maximum of €1m.

Analysis 
Difficulties in terminals…

After a Q4 which again showed some growth in the Terminals business, Q1 resulted in another relapse and is 
likely to lead to a difficult first part of the year. 

Indeed, in Belgium, a crushing majority (more than 90%) of the revenues comes from a fragmented user 
base, composed of small-size merchants; as a consequence, much time and resources are needed to make 

the installed base grow. The company appears to be aware of this problem, as it has set-up an additional 
sales team to address the institutional market (‘mid market’), which comes with a bigger number of terminals 
per contract; however, the first results are only expected by the end of the year, as the selling process is 
much more complex and lengthy than for a smaller merchant.
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In addition, the German market, which has great growth potential due to the lower equipment rate of the 

country, is stuck in a slow start due to a high stickiness of the customers and a dynamic competitive 
landscape, which has resulted in very aggressive pricing. Keyware also entered the market through an 
intermediary company, in order to limit any backfire in the case of failure, which adds to the cost for now and 
resulted in a €85k loss for the first quarter only. At least, investors have a consolation prize when looking at 
the bottom-line, with margins for the business progressing from the lower points observed in H2 16.

… Partially offset by Authorisations

On the other hand, Authorisations are showing very positive progress, with an acceleration in growth 
compared to Q4 and FY16. This is the direct consequence of the increase in the number of transactions per 

terminal, as well as the transition towards the new brokering model, which delivers a higher commission per 
transaction compared to the previous scheme. 

We note that 55% of the contracts generating commissions have transitioned towards this new model, vs. 
40% a year ago: as a consequence, there is a clear upside potential, coupled with the growing installed base 
which will bring in a volume effect. In addition, this will also leverage the margins, for which we see some 

further room to grow, possibly north of the mid-twenties for the gross margin. However, despite this progress, 
there is still some way to go before reaching the level of the Terminals business in absolute EBIT value.

Acquisitions and a buy-back

To conclude, a few words on the acquisition announced in the software segment: by proposing application 
payments, Keyware is now able to address another dimension of the payment ecosystem, which is 
increasingly dematerialising. Such revenues would come with high margins (the gross margin in software is 
usually above 95%), but developing the top-line may prove to be a long effort.

On the other hand, what should please investors is the announcement of the share buy-back programme: 
such a move is (with dividends) one of the most direct ways to return cash to shareholders. As Keyware 
provides both, the management clearly shows that shareholders’ interests are a priority, which is all but a bad 
thing. 

Impact 
We will slightly downgrade our expectations for 2017, as Germany is for the moment a burden and does not 
fulfill our expectations. 

17/03/2017 Update following the Q4 16 earnings release 

2016 : € 0.21 vs 0.21 +1.61%
2017 : € 0.26 vs 0.28 -9.28%

Following the Q4 16 earnings release, we have updated our model with the final 2016 figures (except for 

divisional EBIT figures, which have yet to be communicated).

In 2017, the EPS comes in lower due to a higher opex run rate leading to a lower EBIT margin (18.6% vs. 
20.1% previously) as well as due to a lower impact of the income from Magellan SAS (€200k vs. €600k).

In 2018, we have also integrated a €750k charge in case of an unsuccessful appeal.

Change in EPS 
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17/03/2017 Top-line above expectations, litigation as the major cloud 
Earnings/sales releases 

Fact 
Keyware released its FY16 results, with revenues coming in at €18,721k, corresponding to an 11.4% 
increase yoy. Terminals came in at €11,115k, down 3.9% yoy, while Authorisations came in at €7,606k, up 
45.2%.

The gross margin reached 58.2%, down 240bp yoy on a comparable basis, leading to an EBIT margin of 
17%, down 230bp yoy (divisional figures are yet to be disclosed). Net profit came in at €3,101k.

The company announced the start of its operations in Germany. In addition, the announced acquisition of the 

40% stake in Magellan SAS resulted in a €105k boost to the net income.

Analysis 
A positive overall top-line trend

Two trends can be observed at the top-line level. Firstly, the Terminals business finished the year displaying a 

decrease in absolute figures, despite an increase in the installed base (+1k at over 19k terminals installed), 
which can be interpreted as a cheaper terminals mix. However, it should be noted that in the first nine months 
of the year, the Terminals business was showing an 11.8% decrease yoy, and therefore the final 2016 figure 
points to a reversed momentum at the end of the year, or at least to a stabilisation. Concerning the 
authorisations, the business remains more than healthy and doesn’t show signs of weakness, while the 
transition towards the brokering model continues to benefit margins with a clear increase in the gross margin 

(22.6% vs. 17.7%); however, profitability remains inferior to that of the Terminals business, leading to a 
decrease in the operating margin, but this should be offset in the longer term by the superior addressable 
market that exists in our view, and which will benefit actual earnings in the end.

Mixed developments abroad, offset by acquisitions

We note that the lack of dynamism in the Terminals business is partly due to the somewhat disappointing start 
in the German business, which nevertheless appears a very promising market as the equipment rate there is 
lagging the European one. The launch of the business resulted in a €102k loss, mostly due to the initial costs, 
but it appears that the road to nominal profitability will be long, as entry barriers appear to be greater than 

expected (5-year long contracts) and local suppliers are willing to enter into a price competition; in addition, 
the market remains weighted towards authorisations, leading to lower ASPs. In the end, breakeven appears to 
be possible this year, especially as launching a new business always leads to necessary adjustments, but the 
learning curve might be longer than expected.

On the other hand, the acquisition of Magellan SAS is already delivering interesting results, with a €105k 

boost to earnings despite the short period of integration (one quarter). As a consequence, we are tempted to 
say that it is a matter of time before Keyware increases its stake in the company, which would add up to €6m 
to the cash outflow (although some of the payment would probably be in shares) and potentially leading to a 
pause in the dividend distribution. Similarly, the acquisition of EasyOrder is a step further into diversification 
from terminals, a strategy already successfully followed by a juggernaut like Ingenico; the impact on the 
bottom-line remains uncertain in the short term, but being present in this type of market is today a 

requirement and will allow it to create a cross-channel ecosystem.

Pending litigation

Finally, Keyware was fined €750k by the Brussels Court, a decision against which the company appealed. 
We note that this appeal has led to payment of the fine being postponed, which probably pushes back the 
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decision to 2018 and leads to no provision being recorded as management sees it as a contingent liability. 
This potential fine is clearly a burden on the company, although financially “tolerable”, but the biggest impact 
in our view is in terms of corporate image, which is hard to quantify. However, we expect once again no 
financial impact for 2017.

Impact 
Moderate impact on our forecast: the higher than expected revenues are offset by the lower profitability.

We will also record a €750k charge in 2018 for the pending litigation in case the appeal isn’t successful, 
although we consider that the company has a good chance of being successful. 

The impact of this charge on the valuation will be limited, as the company’s cash generation remains very 
satisfying, leading to no change in our recommendation.
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Keyware, created in 1996 and listed since 2000, is an independent Network Service Provider operating almost entirely in 
Belgium. The company (which will refer to the Keyware Group in the rest of this document) provides payment terminals and 
associated services to merchants, as well as the implementation of various payment schemes through these terminals, 
thanks to partnerships with the main acquirers operating in the country (Paysquare, Sixpay, Worldline, EMS…).

The card payment market

Keyware can be considered as the tip of an iceberg, as it provides the entry point (namely the payment terminal) to a 
complex chain of players which constitutes, in the end, the ecosystem of the electronic transaction industry (a detailed 

explanation of the processing of an electronic transaction is provided in the Worth Knowing section of this report). The 
dynamism of this industry is a deep-rooted trend in the European Union and in particular Belgium (with the notable exception 
of Germany, which still favours cash transactions), as a certain number of factors are driving up the number of electronic 
transactions.

According to the ECB Payment Statistics report dated October 2015, in the period 2010-14, the number of non-cash 
transactions in the EU had a CAGR of 4.5%, reaching a number of 103.16bn transactions in 2014, while this CAGR was 
9.5% in Belgium, reaching 3.44bn transactions in 2014. Of these electronic transactions and in the same period, the share 
of card payments increased in the EU by more than 6% to reach 46%, although this figure remained relatively stable in 
Belgium at 44%, where the population ranks no. 9 in the EU in terms of card transactions per capita.

As mentioned above, the increase in the number of card transactions is likely to be fuelled by a certain amount of drivers, 
amongst which we address: 1/ the rise of new types of payment solutions, such as smartphones and NFC (through 
electronic wallets like Apple Pay) or electronic meal vouchers, 2/ the dynamism of e-commerce (+14.3% in Europe in 2014), 
and 3/ the increasing restrictions on the use of cash in transactions as a way of fighting the shadow economy (€1,000 in 
France since 2015, €3,000 in Belgium since 2014). As a consequence, the increase in the number of non-cash 

transactions is expected to accelerate until the end of the decade, to reach 177bn in the EU in 2020 according to AT 
Kearney, with the share of card payments being at least stable when counting in the new payment methods.

Source: ECB Payments Statistics Report 2016

The POS terminals market

The Point Of Sales (POS) terminals are the interface required to process electronic transactions: debit and credit cards, 
vouchers, coupons, smartphones… 

The global market was valued at $42bn in 2015 (according to Grand View Research), with important disparities: the demand 

Businesses & Trends 
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for this type of terminal is very dynamic in America, but slowing down in APAC (notably because of China), while the 
European market is mostly saturated (2.3% CAGR for 2010-14). The underlying reason is mainly technological: the EU 
countries have been early adopters of the EMV standard, cryptographically secured, while the other parts of the world have 
mainly relied, until recently, on the flawed magnetic card technology, urging the need to upgrade their payment networks for 
better security. Once again Germany is an exception and could represent a market of 800,000 terminals in the years to 

come).

Contrary to the EU, Belgium remains a growth market for these terminals, with a CAGR of 7.3% for the period 2010-14. It 
had an installed base of 183k devices in 2014, and is behind when it comes to the number of terminals per inhabitants: 16.4k 
per million compared to 19.7k for the EU, leaving some potential for further growth.

Along with the increasing demand for card transactions which fuels this growth, as well as the renewal of the device at the 
end of its life, there are three other main drivers: 1/ the obsolescence of the terminal regarding security standards (called 
PCI-DSS), which are regularly upgraded, 2/ the rise of new technologies which leads to the upgrade, to accept new 
payment methods (NFC, vouchers…) or to integrate new functionalities (automated reporting, friendly interface, business 
apps…), and 3/ the introduction of new form factors, such as the mPOS, which brings more versatility by being able to 

function away from the merchant’s traditional counter top.

Source: ECB Payments Statistics Report 2016. The 2013 data for Belgium has been extrapolated. The 2015 data for the 
EU is absent from the report

Business lines

Keyware operates two types of businesses: the payment terminals and the payment authorisations.

Payment terminals

This is the first of the two business lines operated by Keyware. The devices are sourced from the main suppliers of the 
market (mainly Ingenico and Worldline, and to a lesser extent Verifone) and then rented or sold to the company’s 
customers. 

The most common contract has a duration of 60 months (up from 48 months in previous years), with a rent for each quarter 
which covers the operating and maintenance costs, while an installation fee is also charged. A customer can choose to 
upgrade to a newer terminal during the contract and, in this case, another 60 months contract is automatically signed in 
replacement of the previous one. At the end of the 60 months, the contract is automatically renewed if the customer doesn’t 
give notice (as the life cycle of a terminal can reach 7-8 years), or the customer can choose to sign for another 60 months 

contract with a new device. If the customer chooses to terminate the contract before the end of the contract, a penalty is 
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applied. 

Keyware also proposes a customisation service, with the development of custom software addressing potential special needs 
of customers. This customisation provides an added value for the company, as it allows it to reach some customers which 

demand specific features in their terms of reference, but are left out by the devices provided by the original manufacturers 
as the latter tend to address mass volume generic markets. However, most of the related costs are bypassed by: 1/ not 
modifying the terminal source code too much, and 2/ by not supporting the certification costs (which represent a substantial 
part of the development costs of a terminal), which remain the responsibility of the original manufacturer.

Keyware provides three families of terminals:

- Fixed terminals, connected to the network via a cable and are usually found in shops, where customers pay at the counter.
- Portable terminals, composed of a base station connected to the network via a cable, and of a portable module 
communicating with the base station through a wireless connection, enabling a radius of up to 150m.
- Mobile terminals, connected to the network via a GSM or GPRS link, enabling a total autonomy within the country.

Keyware also provides payment modules addressing e-merchants, which allow payment on websites or through a 
smartphone.

Payment authorisations

A terminal alone is merely a brick full of useless electronic components if they were not able to process the payment scheme 
and to connect to the financial institutions, which will in fine move the funds between the shopper and the merchant’s 
accounts. 

Keyware thus provides such services (for credit cards/debit cards and vouchers), sending the transaction details to the 
acquirer through the appropriate payment network, for authorisation and then settlement. The position of Independent 
Network Service Provider allows the company to propose the services of several partners, among which are: Visa, 
MasterCard, Maestro, V-Pay, Bancontact, JCB, Amex, Ingenico, Worldline, SixPay, PaySquare, EMS… giving its 

customers the greatest flexibility according to their needs.

For each transaction, the whole payment chain is remunerated through fees packaged into a so-called Merchant Service 
Charge, corresponding to a fraction of the transaction value, which varies depending on the use of the Keyware’s platform 
or a partner’s. Until recently, Keyware’s share of revenues was determined according to a fixed percentage, limiting the 
upside potential; now, the company has started to shift towards a brokering model (expected to be fully achieved in 2018), 

whereby it buys the transaction from the acquirer at a floor price and sells it on to the customer at a discretionary price, thus 
leading to a substantial rise in revenues.

Customers & competitors

The company’s customers are mainly small merchants, with the exception of some official institutions. Only a fraction of 
corporate clients operate a significant number of terminals (60 to 70), for a share in the mix below 1,000 terminals out of the 
installed base of 17,000. A significant contract was signed in December 2015 to provide terminals to Charleroi Airport, 
foreshadowing a rise in the mix quality.

The company is also looking to expand its business beyond its borders: although France is a saturated market and sees the 
terminals market as being controlled by banks and original terminal makers, neighbouring countries offer much potential. As 
an example, the number of terminals per inhabitant in the Netherlands is 20% below the EU average, while this figure grows 
to 49% in Germany, which could represent a market of 800,000 terminals.

In its existing market, Keyware is an outsider but it is steadily gaining market share with an installed basis of 17,000 
terminals. The leader is Worldline, which operates more than 100,000 terminals. Another important player is CCV, with 
38,000 terminals. Strangely, and despite much effort, Ingenico hasn’t managed to grow its installed basis beyond 3,000 in 
five years, despite being a global leader in terminal manufacturing.
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  Sector 12/16A 12/17E 12/18E 12/19E 
Change 17E/16 Change 18E/17E 

€th of % total €th of % total

Terminals Smart Cards-
Security

11,115 10,317 10,575 11,103 -798 -55% 258 13% 

Authorisations Smart Cards-
Security

7,606 (1) 9,535 (1) 11,443 
(1) 13,159 1,929 132% 1,908 97% 

Software
Smart Cards-
Security

121 133 146 121 8% 12 1% 

Corporate
Smart Cards-
Security

Other 210 210 14% -210 -11% 

Total sales 18,721 20,183 22,150 24,409 1,462 100% 1,967 100% 

  

We address exposures (eg. how much of the turnover is exposed to the $ ) rather than sensitivities (say, how much a 5% move in the $ affects the bottom line). This is to make 
comparisons easier and provides useful tools when extracting relevant data. 
Actually, the subject is rather complex on the ground. The default position is one of an investor managing in €. An investor in £ will obviously not react to a £ based stock trading partly in € 
as would a € based investor. In addition, certain circumstances can prove difficult to unravel such as for eg.  a € based investor confronted to a Swiss company reporting in $ but with a 
quote in CHF... Sales exposure is probably straightforward but one has to be careful with deep cyclicals. Costs exposure is a bit less easy to determine (we do not allow for hedges as 
they can only be postponing the day of reckoning). How much of the equity is exposed to a given subject is rarely straightforward but can be quite telling
In addition, subjects are frequently intertwined. A $ exposure may encompass all revenues in $ pegged currencies and an emerging currency exposure is likely to include $ pegged 
currencies as well. 
Exposure to global warming issues is frequently indirect and may require to stretch a bit imagination. 

 

Divisional Breakdown Of Revenues 

1. Due to changes in accounting 
methods concerning 
commissions from 
authorisation agreements and 
to the application of the 2015 
European Interchange Fee 
Regulation, the presentation of 
the gross sales and the 
associated cost of sales from 
the Authorisation business have 
been modified from 2016, while 
the operating profit remains 
identical.

  Revenues Costs Equity 

Dollar 0.0% 0.0% 0.0% 

Emerging currencies 0.0% 0.0% 0.0% 

Long-term global warming 0.0% 0.0% 0.0% 

Key Exposures 

 

Belgium 98.0% 

Netherlands 1.0% 

Other 1.0% 

Sales By Geography 
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Most of the cash generation obviously depends on the terminals business, which represents the majority of the revenues and 
the origin of the authorisations revenues, and is thus of vital importance for the company.

The first step to secure business was the extension of the contract life to 60 months, which leaves the customer captive to 
the company: if it wants to terminate the contract before its end, it must pay a termination fee to Keyware, currently €750, 
which is rather dissuasive considering that Keyware addresses small merchants which try to maintain their operating costs 
as low as possible, making a potential change to another provider highly unlikely. 
Another source of cash is the silent renewal: if the customer doesn’t show its intention to end the contract at the end of the 

60 months, another year is automatically added on to the contract while the device remains the same, which generates 
highly profitable revenues for the company considering that a terminal life can reach seven to nine years without much 
maintenance.

One critical point for Keyware is its ability to create margin even though it doesn’t design its own terminals, requiring the 

company to buy them on the market from players such as Ingenico or Worldine… which happen to be direct competitors. 
Three key drivers can be mentioned here:
- The quality of service, especially the hotline: considering the small size of the merchants Keyware addresses, even a small 
interruption in business due to a failure of the terminal can take on catastrophic proportions by blocking a substantial 
number of transactions and business opportunities. One strength of Keyware is to be very reactive and be able to confine 
problems to a very short time, justifying the premium by the quality of its service.

- Its proximity to the customer’s needs, especially when it comes to the customisation of terminals. Indeed, the terminals 
provided by OEMs are generally addressed to global markets, with little differentiation, and can leave aside features crucial 
for some customers. Thanks to its custom solutions developed in-house, Keyware can propose to add exclusive features to 
standard terminals, hence justifying a premium by the importance given to them by the customer. 
- The flexibility of its solutions: customers don’t buy the terminals but rent them from Keyware, which gives the former the 
possibility of upgrading the machines at any time if they wish (through an extension of duration). The situation is similar in 

services, where its independent position means the company can deal with several acquirers, allowing it to propose tailored 
solutions to the merchants.

The quality of the customers is also of much importance as, according to IAS 17 rules, all the leasing contracts are recorded 
at the present value of the contracts (rental revenues) at a discount rate. The total amount is regularly adjusted for the 

difference with the actual revenues, which can be hampered by potential write-offs or bankruptcies, directly impacting the 
working capital. According to the company, 20% of the contracts witness mild delays, 5% require the intervention of a 
lawyer and 15% lead to a litigation, a rather high value that can be explained by the small size of the businesses Keyware 
addresses. A careful management of contracts and associated inventories (which quickly depreciate) is then crucial to 
increase cash generation.
Moreover, the company has suffered since 2005 from a financial agreement with PARFIP, in which it received a discounted 

sum of future rents while PARFIP collected the actual rental payments. In addition, the terminals saw their property officially 
transferred to Keyware, which thus supported all the risks associated. The contract officially ended in March 2015 by the 
acquisition of the park for €800k, which will mechanically boost margins.

Finally, the installed base of terminals will be leveraged in the Authorisations business, which provides acquiring services to 

the merchants. Here we see the biggest potential for operating profit upside, given the transition from a shared revenues 
model to a brokering model, whereby the company buys the transaction from the acquirer at a floor price and sells it on to 
the customer at a discretionary price, thus leading to a substantial rise in revenues for the same number of transactions. The 
end of the transition is expected by the end of 2018.
In addition, the company will see a mechanical increase in the number of transactions through its increasing installed basis 
of terminals. The challenge lies in the success of its own acquiring services, which generate higher margins compared to 

external providers such as EMS or Worldline. The trend is very positive, with own acquiring rising from 16.5% in 2010 to 
77.1% in 2015.

Money Making 
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  12/16A 12/17E 12/18E 12/19E 
Change 17E/16 Change 18E/17E 

€th of % total €th of % total

Terminals 2,983 2,752 2,802 2,942 -231 -68% 50 14% 

Authorisations 910 1,301 1,716 1,974 391 115% 415 116% 

Software -6.00 0.00 43.9 -6 -2% 6 2% 

Corporate -719 -533 -648 -666 186 55% -115 -32% 

Other/cancellations

Total 3,174 3,514 3,871 4,295 340 100% 357 100% 

  

  12/16A 12/17E 12/18E 12/19E  

Terminals 26.8% 26.7% 26.5% 26.5%   

Authorisations 12.0% 13.6% 15.0% 15.0%   

Software -4.96% 0.00% 30.0%   

Corporate   

Total 17.0% 17.4% 17.5% 17.6%   

  

 

Divisional EBIT 

Divisional EBIT margin 
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    12/16A 12/17E 12/18E 12/19E 

EBITDA €th 5,339 5,623 6,075 6,723 

Funds from operations (FFO) €th 6,304 5,719 5,512 6,347 

Ordinary shareholders' equity €th 26,436 31,361 35,380 40,709 

Gross debt €th 6,375 4,585 2,777 1,338 

   o/w Less than 1 year - Gross debt €th 1,790 1,808 1,439 760 

   o/w 1 to 5 year - Gross debt €th 4,585 2,777 1,338 578 

   of which Y+2 €th 1,808 1,439 760 578 

   of which Y+3 €th 1,439 760 578 0.00 

   of which Y+4 €th 760 578 0.00 0.00 

   of which Y+5 €th 578 0.00 0.00 0.00 

   o/w Beyond 5 years - Gross debt €th 0.00 0.00 0.00 0.00 

 + Gross Cash €th 1,045 597 703 2,500 

 = Net debt / (cash) €th 5,330 3,988 2,074 -1,162 

Bank borrowings €th 6,292 4,547 2,776 1,338 

Financial leases liabilities €th 83.0 38.0 1.00 0.00 

Other financing €th 0.00 0.00 0.00 0.00 

Gearing (at book value) % 16.3 14.9 8.57 1.12 

Adj. Net debt/EBITDA(R) x 1.00 0.71 0.34 -0.17 

Adjusted Gross Debt/EBITDA(R) x 1.19 0.82 0.46 0.20 

Adj. gross debt/(Adj. gross debt+Equity) % 19.4 12.8 7.28 3.18 

Ebit cover x -4.98 -4.86 -4.62 -4.89 

FFO/Gross Debt % 98.9 125 198 474 

FFO/Net debt % 118 143 266 -546 

FCF/Adj. gross debt (%) % 39.6 62.4 109 287 

(Gross cash+ "cash" FCF+undrawn)/ST debt x 1.99 1.91 2.58 8.34 

"Cash" FCF/ST debt x 1.41 1.58 2.10 5.05 

  

Keyware’s business model requires a considerable amount of capital, mostly due to the trade & receivables (corresponding 
to the lease contracts for the payment terminals) going up substantially as a direct consequence of the company’s growth, 
implying strong WCR variations and therefore a negative cash outflow. 

As a consequence, the company had to issue debt on a regular basis to preserve its liquidity. To date, c.35% is subscribed 

by private companies directly affiliated to management (Big Friend SA, Parana Management Corp SPRL and Iquess 
Consulting SPRL), the remainder being divided between bank loans and financial leases.

However, with the end of the PARFIP contract effective since 2015, the negative pressure on margins and WCR will be 
lifted, which should translate into a lesser cash outflow especially in lease contracts (the end of the PARFIP contract had a 
negative €800k impact in 2015, corresponding to the repurchase of the final contracts, see Money Making). Combined with 

the top-line growth and the margin improvement, the cash generation should enable the company to self-finance its business 
and lead to a quick deleveraging of the balance sheet, with a return to a net cash position expected during 2017 on our 
current estimates.

 

Debt 

Funding - Liquidity 
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We have based our valuation on our own hypothesis, appearing rather conservative compared to that of the company, which 
forecasts a 16% top-line growth for 2016 and 2017 for an EBITDA reaching €7m in 2017.

The company benefits from a steadily growing installed terminals basis, which increased from c. 10,200 in 2010 to c. 16.950 
in 2015, corresponding to a 10.7% CAGR over the period; as the company is gaining market share momentum (the 2010-14 

CAGR in installed POS terminals in Belgium was 7.3%), which limits its ASP increase potential compared to bigger 
competitors, we chose to remain conservative and retain a similar growth rate for the terminals business line. We had 
previously applied an 11% annual growth rate in our estimates, as Belgium has yet to bridge the gap with the EU average 
when it comes to the number of terminals per inhabitant, but the headwinds encountered from late 2016 (difficulties with 
small businesses, longer lead-times in the institutional market) have led us to downgrade our initial expectations, as we now 
expect a flat evolution between 2016 and 2019. Moreover, some factors may well drive up this number, such as the 

development of the electronic meal voucher, increasing restrictions on the maximum level of cash allowed in transactions, or 
new markets addressable such as Germany, but the latter proved to be a quagmire during the first months of the company’s 
operations there due to the stronger than expected barriers to entry.

For the authorisations, we chose to adopt the company’s new presentation, that is to say the gross revenues adjusted for all 

the related costs, while the previous presentation only displayed the net commissions collected by Keyware; this change only 
impacts the revenues and the COGS/gross margin compared to the previous years, with the other metrics (such as EBIT) 
remaining unchanged.
The business witnessed strong growth rates in the past few years (CAGR of 50.86% for 2010-15), in the wake of a strong 
start (this business originates from the takeover of BRV Transactions in 2007) and of an increasing installed basis. While 
such growth rates can be explained by a low point of reference, and will inevitably normalise with time, some factors are 

likely to favour a strong growth, notably the transition from a traditional model of acquiring (shared revenues) towards a 
brokering model, which should lead revenues by transaction to increase threefold, although the transition will take some time 
because of the renewal of old contracts (c. 40% is still based on the shared revenues model in early 2017), as well as the 
rise of the company’s own acquiring. We thus chose to compute a progressive normalisation, with 2019 revenues reaching 
€13.16m (and a 15% top-line growth that year, vs. 45% in 2016).

These good perspectives translate into the DCF, with a computed long-term growth rate set at 4% for the revenues and 
EBITDA, which would lead to 2027 revenues of €33.4m. This is much reachable in our view given the good perspectives in 
Belgium, the growth opportunities in other markets (Germany, despite a slow start) and the increase in revenues triggered by 
the transition towards a brokering model in authorisations. We also assume that there is little room for margin improvement, 
given the competitive landscape and the market share expansion strategy chosen by the company. However, the DCF could 

benefit from improvements in the WCR, currently strongly impacted by the massive needs in trades & receivables (including 
the recording of the long-term lease contracts as described in the Money Making section), while, on the other hand, it could 
suffer from an increase in the tax rate, which has been reined in upto now and shouldn’t rise before 2018 thanks to the 
massive tax assets available.

Concerning the NAV, we chose to value Keyware the same way as we do for Ingenico, the business of which is very similar. 
As a consequence, we value the business lines by EV/Sales multiples with a computed 3-year average forecast, with a 
multiple of 3x for the Terminals business and 2x for the Authorisations, for which we applied a discount due to its inferior 
margins and dependence on terminal sales. We also applied a 4x multiple to the new Software business, but improving 
margins would leave plenty of room for an upgrade.

Coming to the peer valuation, we integrated companies in our coverage with a similar business (Ingenico) or sector (IT-
Hardware), although apart from Ingenico the actual businesses are rather different. This approach delivers a strong upside 
in every metric, with the exception of the dividend yield, but given the difference in scale we chose to apply a 5% discount to 
Keyware.

Valuation 
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Benchmarks   Values (€) Upside Weight

DCF   2.39 72% 35%

NAV/SOTP per share   2.37 71% 20%

EV/Ebitda Peers 2.77 100% 20%

P/E Peers 2.77 100% 10%

Dividend Yield Peers 1.64 18% 10%

P/Book Peers 2.77 100% 5%

Target Price   2.44 76%  

Computed on 18 month forecasts P/E (x) Ev/Ebitda (x) P/Book (x) Yield(%) 

Peers ratios 26.9 13.7 3.31 1.16 

Keyware's ratios 5.57 3.78 0.83 1.44 

Premium -5.00% -5.00% -5.00% -5.00% 

Default comparison based valuation (€) 2.77 2.77 2.77 1.64 

Dassault Systemes 37.2 17.0 4.46 0.75 

Ingenico 18.6 10.7 2.52 1.98 

Logitech International 23.8 16.9 5.26 1.88 

Gemalto 15.7 9.06 1.39 1.39 

 

Valuation Summary 

Comparison based valuation 
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      12/16A 12/17E 12/18E 12/19E Growth 12/20E 12/27E 

Sales €th   18,721 20,183 22,150 24,409 4.00% 25,385 33,405 

EBITDA €th   5,339 5,623 6,075 6,723 4.00% 6,992 9,201 

EBITDA Margin %   28.5 27.9 27.4 27.5 27.5 27.5 

Change in WCR €th   -3,468 -2,517 -2,120 -2,095 2.00% -2,137 -2,455 

Total operating cash flows (pre tax) €th   3,014 3,106 3,204 4,628 4,855 6,746 

Corporate tax €th   -1,196 -1,000 -1,058 -1,679 5.00% -1,763 -2,481 

Net tax shield €th   305 329 374 391 4.00% 406 535 

Capital expenditure €th   -311 -343 -377 -415 3.00% -427 -526 

Capex/Sales %   -1.66 -1.70 -1.70 -1.70 -1.68 -1.57 

Pre financing costs FCF (for DCF purposes) €th   1,812 2,092 2,143 2,925 3,071 4,275 

Various add backs (incl. R&D, etc.) for DCF 
purposes 

€th  

Free cash flow adjusted €th   1,812 2,092 2,143 2,925 3,071 4,275 

Discounted free cash flows €th   1,812 2,092 1,967 2,464 2,374 1,813 

Invested capital €   29.7 33.4 35.5 37.7 38.8 47.7 

  

 

DCF Valuation Per Share 

WACC % 8.96 

PV of cashflow FY1-FY11 €th 21,115 

FY11CF €th 4,360 

Normalised long-term growth"g" % 2.00 

Terminal value €th 62,677 

PV terminal value €th 26,581 

PV terminal value in % of total value % 55.7 

Total PV €th 47,696 

Avg net debt (cash) at book value €th 3,031 

Provisions €th 0.00 

Unrecognised actuarial losses (gains) €th 0.00 

Financial assets at market price €th 8,677 

Minorities interests (fair value) €th 0.00 

Equity value €th 53,342 

Number of shares Th 22,358 

Implied equity value per share € 2.39 

Assessing The Cost Of Capital 

Synthetic default risk free rate % 3.50 

Target equity risk premium % 5.00 

Tax advantage of debt finance 
(normalised) 

% 30.0 

Average debt maturity Year 5 

Sector asset beta x 1.10 

Debt beta x 0.60 

Market capitalisation €th 28,901 

Net debt (cash) at book value €th 3,988 

Net debt (cash) at market value €th 3,559 

Company debt spread bp 300 

Marginal Company cost of debt % 6.50 

Company beta (leveraged) x 1.20 

Company gearing at market value % 13.8 

Company market gearing % 12.1 

Required return on geared equity % 9.50 

Cost of debt % 4.55 

Cost of ungeared equity % 9.02 

WACC % 8.96 

DCF Calculation 
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  % owned Valuation 
technique 

Multiple 
used 

Valuation at 
100% 
(€th) 

Stake 
valuation 

(€th) 

In 
currency 
per share 

(€) 

% of gross 
assets 

Terminals 100% EV/Sales 3 32,000 32,000 1.43 56.2% 

Authorisations 100% EV/Sales 2 22,760 22,760 1.02 40.0% 

Magellan SAS 40.0% 
Adj. 

historical 
price 

4,000 1,600 0.07 2.81% 

Software 100% EV/Sales 4 540 540 0.02 0.95% 

Other

Total gross assets 56,900 2.54 100% 

Net cash/(debt) by year end -3,988 -0.18 -7.01% 

Commitments to pay 0.00 0.00 0.00% 

Commitments received

NAV/SOTP 52,912 2.37 93.0% 

Number of shares net of treasury shares - year end (Th) 22,358 

NAV/SOTP per share (€) 2.37 

Current discount to NAV/SOTP (%) 41.4 

 

  

 

NAV/SOTP Calculation 
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Players of the payment chain

Merchants: supply the goods and services in exchange of a payment, which can be cash or electronic, the latter requiring a 

payment terminal (or a gateway in the case of e-commerce). A merchant maximises its chances of concluding a transaction 
by accepting as many payment schemes as possible.

Payment acceptance processing providers: provide the merchants with the interface (POS terminals, online gateways) 
required to connect the card to the network and drive the transaction.

Acquirers: financial institutions which host the merchant accounts and give access to the desired card schemes (Visa, 
Mastercard…). They will also receive the funds (on which they will take a fee in exchange for the service provided) from the 
customers’ banks once the transaction is completed.

Acceptance-related service providers: provide additional services to the merchants, such as coupons, loyalty, additional 
functionalities to the terminal, electronic meal vouchers…

Acquiring & issuing processors: provide payment transaction services to the acquirers and issuers through front-end 
(delivering payment clearances/refusals) and back-end (delivering gathered transaction approvals for settlement) 
processing.

Card schemes: players such as Visa, Mastercard… which operate their own networks with specific transaction rules.

Clearing and settlement institutes: correspond generally to national financial institutions, provide clearing and settlement of 

transactions between acquirers and issuers. 

Issuers: provide the payment cards (which can use different schemes) used by the customers.

Simplified example of the payment chain during a card transaction

Worth Knowing 
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Pending disputes

On 17 December 2012, a complaint report was drawn up against the subsidiary Keyware Smart Card Division NV 

concerning potential unfair market practices vis-à-vis other persons than consumers and fraud, possibly in violation of the 
law regarding market practices and consumer protection. While a judgment was expected by late 2015, new investigations 
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have been required by the public prosecutor due to discrepancies in the record, leading to management being questioned 
and the judgment decision to be delayed twice (it is now expected by late 2016). As a consequence, we consider that the 
risk is low for the company.

Company structure

Name % owned Of which 
% voting rights

Of which 
% free to float

Parana Management Corp/Guido Van der Schueren 47.0% 47.0% 0.00%

Big Friend/Stéphane Vandervelde 7.58% 7.58% 0.00%

Apparent free float     45.5%

 

Shareholders 
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    12/16A 12/17E 12/18E 12/19E 

Adjusted P/E x 8.48 5.75 5.45 4.62 

Reported P/E x 12.3 7.59 7.11 5.99 

EV/EBITDA(R) x 6.54 4.31 3.47 3.24 

P/Book x 1.44 0.92 0.79 0.68 

Dividend yield % 1.11 1.44 1.44 1.44 

Free cash flow yield % 6.61 9.89 10.8 13.8 

Average stock price € 1.80 1.39 1.39 1.39 

  

    12/16A 12/17E 12/18E 12/19E 

Sales €th 18,721 20,183 22,150 24,409 

   Sales growth % 49.9 7.81 9.75 10.2 

   Sales per employee €th 446 429 461 498 

Purchases and external costs (incl. IT) €th 

R&D costs as % of sales % 0.00 0.00 0.00 0.00 

Staff costs €th -1,438 -1,911 -1,949 -1,987 

Operating lease payments €th 

Cost of sales/COGS (indicative) €th 

EBITDA €th 5,339 5,623 6,075 6,723 

EBITDA(R) €th 5,339 5,623 6,075 6,723 

   EBITDA(R) margin % 28.5 27.9 27.4 27.5 

   EBITDA(R) per employee €th 127 120 127 137 

Depreciation €th -268 -293 -321 -354 

Depreciations/Sales % 1.43 1.45 1.45 1.45 

Amortisation €th 

Underlying operating profit €th 5,071 5,330 5,753 6,369 

Underlying operating margin % 27.1 26.4 26.0 26.1 

Other income/expense (cash) €th 

Other inc./ exp. (non cash; incl. assets revaluation) €th 

Earnings from joint venture(s) €th 

Impairment charges/goodwill amortisation €th -1,897 -1,816 -1,883 -2,075 

Operating profit (EBIT) €th 3,174 3,514 3,871 4,295 

Interest expenses €th -189 -183 -111 -53.5 

   of which effectively paid cash interest expenses €th 1,018 

Financial income €th 1,207 1,279 1,356 1,356 

Other financial income (expense) €th 

Net financial expenses €th 1,018 1,096 1,245 1,303 

   of which related to pensions €th 0.00 0.00 0.00 

Pre-tax profit before exceptional items €th 4,192 4,610 5,116 5,597 

Exceptional items and other (before taxes) €th -750 (2) 

   of which cash (cost) from exceptionals €th -750 

Current tax €th -1,196 0.00 0.00 -1,679 

Impact of tax loss carry forward €th 

Deferred tax €th -1,000 -1,058 

Corporate tax €th -1,196 -1,000 -1,058 -1,679 

Tax rate % 19.6 15.6 15.1 21.9 

Net margin % 16.0 17.9 18.3 16.1 

Equity associates €th 105 200 600 720 

   Actual dividends received from equity holdings €th 

Minority interests €th 

   Actual dividends paid out to minorities €th 

Income from discontinued operations €th 

Attributable net profit €th 3,101 3,810 3,908 4,638 

Impairment charges/goodwill amortisation €th 1,897 1,816 1,883 2,075 

Other adjustments €th 

Adjusted attributable net profit €th 4,998 5,626 5,790 6,713 

Interest expense savings €th 

  

Valuation Key Data 

Consolidated P&L 2. Corresponds to the potential 
€750k fine in the pending 
litigation 
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Fully diluted adjusted attr. net profit €th 4,998 5,626 5,790 6,713 

NOPAT €th 3,655 3,931 4,627 5,179 

    12/16A 12/17E 12/18E 12/19E 

EBITDA €th 5,339 5,623 6,075 6,723 

Change in WCR €th -3,468 -2,517 -2,120 -2,095 

  of which (increases)/decr. in receivables €th -3,209 -2,686 -2,350 -2,359 

  of which (increases)/decr. in inventories €th -541 -88.5 -126 -144 

  of which increases/(decr.) in payables €th 178 221 306 351 

  of which increases/(decr.) in other curr. liab. €th 104 36.6 49.2 56.5 

Actual dividends received from equity holdings €th 0.00 0.00 0.00 0.00 

Paid taxes €th 0.00 -1,000 -1,058 -1,679 

Exceptional items €th -750 (2) 

Other operating cash flows €th -53.0 

Total operating cash flows €th 1,818 2,106 2,146 2,949 

Capital expenditure €th -311 -343 -377 -415 

Capex as a % of depreciation & amort. % 116 117 117 117 

Net investments in shares €th -4,000 (3) -500 (4) -100 (4) -100 (4) 

Other investment flows €th -230 -100 -100 -100 

Total investment flows €th -4,541 -943 -577 -615 

Net interest expense €th 1,018 1,096 1,245 1,303 

  of which cash interest expense €th 1,018 1,096 1,245 1,303 

Dividends (parent company) €th -424 -417 -401 -401 

Dividends to minorities interests €th 0.00 0.00 0.00 0.00 

New shareholders' equity €th 76.0 -500 -500 

  of which (acquisition) release of treasury shares €th -19.0 -500 -500 

(Increase)/decrease in net debt position €th 2,117 -1,790 -1,808 -1,439 

Other financial flows €th 

Total financial flows €th 2,787 -1,611 -1,464 -537 

Change in cash position €th 64.0 -448 106 1,797 

Change in net debt position €th -2,053 1,342 1,914 3,236 

Free cash flow (pre div.) €th 2,525 2,859 3,015 3,837 

Operating cash flow (clean) €th 1,818 2,106 2,896 2,949 

Reinvestment rate (capex/tangible fixed assets) % 63.3 53.9 56.4 59.2 

  

Cashflow Statement 2. Corresponds to the potential 
€750k fine in the pending 
litigation 

3. Purchase of a 40% stake in 
Magellan SAS

4. Acquisition of VOF EasyOrder: 
€500k in 2017, while the timing 
of the remaining payments may 
vary depending on the KPI 
targets
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    12/16A 12/17E 12/18E 12/19E 

Goodwill €th 5,248 5,480 5,480 5,480 

Other intangible assets €th 150 809 728 655 

Total intangible €th 5,398 6,289 6,208 6,135 

Tangible fixed assets €th 491 636 668 701 

Financial fixed assets (part of group strategy) €th 4,585 (5) 4,677 4,770 4,866 

Other financial assets (investment purpose mainly) €th 

WCR €th 19,236 21,753 23,873 25,968 

  of which trade & receivables (+) €th 21,422 24,108 26,457 28,816 

  of which inventories (+) €th 1,201 1,289 1,415 1,559 

  of which payables (+) €th 2,919 3,140 3,446 3,797 

  of which other current liabilities (+) €th 468 505 554 610 

Other current assets €th 2,056 1,994 1,934 1,876 

  of which tax assets (+) €th 2,020 1,058 0.00 0.00 

Total assets (net of short term liabilities) €th 31,766 35,349 37,454 39,547 

Ordinary shareholders' equity (group share) €th 26,436 31,361 35,380 40,709 

Minority interests €th 

Provisions for pensions €th 0.00 0.00 0.00 

Other provisions for risks and liabilities €th 

Deferred tax liabilities €th 

Other liabilities €th 

Net debt / (cash) €th 5,330 3,988 2,074 -1,162 

Total liabilities and shareholders' equity €th 31,766 35,349 37,454 39,547 

Average net debt / (cash) €th 4,304 4,659 3,031 456 

  

    12/16A 12/17E 12/18E 12/19E 

EV/EBITDA(R) x 6.54 4.31 3.47 3.24 

EV/EBIT (underlying profit) x 6.89 4.54 3.67 3.42 

EV/Sales x 1.87 1.20 0.95 0.89 

EV/Invested capital x 1.18 0.73 0.59 0.58 

   Market cap €th 38,172 28,901 27,792 27,792 

+ Provisions (including pensions) €th 0.00 0.00 0.00 0.00 

+ Unrecognised actuarial losses/(gains) €th 0.00 0.00 0.00 0.00 

+ Net debt at year end €th 5,330 3,988 2,074 -1,162 

+ Leases debt equivalent €th 0.00 0.00 0.00 0.00 

- Financial fixed assets (fair value) & Others €th 8,585 8,677 8,770 4,866 

+ Minority interests (fair value) €th 0.00 0.00 0.00 0.00 

= Enterprise Value €th 34,917 24,213 21,096 21,764 

  

Balance Sheet 5. Of which a €4m stake in 
Magellan SAS

EV Calculations 
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    12/16A 12/17E 12/18E 12/19E 

Adjusted EPS (bfr gwill amort. & dil.) € 0.21 0.24 0.25 0.30 

   Growth in EPS % -28.2 13.5 5.57 18.0 

Reported EPS € 0.15 0.18 0.20 0.23 

Net dividend per share € 0.02 0.02 0.02 0.02 

Free cash flow per share € 0.11 0.12 0.13 0.17 

Operating cash flow per share € 0.09 0.10 0.14 0.15 

Book value per share € 1.25 1.51 1.77 2.03 

Number of ordinary shares Th 21,224 21,649 21,649 21,649 

Number of equivalent ordinary shares (year end) Th 21,224 21,649 21,649 21,649 

Number of shares market cap. Th 21,224 21,649 21,649 21,649 

Treasury stock (year end) Th 12.0 811 1,611 1,611 

Number of shares net of treasury stock (year end) Th 21,212 20,837 20,038 20,038 

Number of common shares (average) Th 21,138 21,025 20,438 20,038 

   Conversion of debt instruments into equity Th 2,320 2,320 2,320 2,320 

   Settlement of cashable stock options Th 

   Probable settlement of non mature stock options Th 

   Other commitments to issue new shares Th 

Increase in shares outstanding (average) Th 2,400 2,320 2,320 2,320 

Number of diluted shares (average) Th 23,538 23,345 22,758 22,358 

Goodwill per share (diluted) € 0.08 0.08 0.08 0.09 

EPS after goodwill amortisation (diluted) € 0.13 0.16 0.17 0.21 

EPS before goodwill amortisation (non-diluted) € 0.15 0.18 0.19 0.23 

Actual payment € 

Payout ratio % 13.7 10.9 10.3 8.64 

Capital payout ratio (div +share buy back/net income) % 8.72 16.0 15.6 

  Per Share Data 
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    12/16A 12/17E 12/18E 12/19E 

EBITDA €th 5,339 5,623 6,075 6,723 

Funds from operations (FFO) €th 6,304 5,719 5,512 6,347 

Ordinary shareholders' equity €th 26,436 31,361 35,380 40,709 

Gross debt €th 6,375 4,585 2,777 1,338 

   o/w Less than 1 year - Gross debt €th 1,790 1,808 1,439 760 

   o/w 1 to 5 year - Gross debt €th 4,585 2,777 1,338 578 

   of which Y+2 €th 1,808 1,439 760 578 

   of which Y+3 €th 1,439 760 578 0.00 

   of which Y+4 €th 760 578 0.00 0.00 

   of which Y+5 €th 578 0.00 0.00 0.00 

   o/w Beyond 5 years - Gross debt €th 0.00 0.00 0.00 0.00 

 + Gross Cash €th 1,045 597 703 2,500 

 = Net debt / (cash) €th 5,330 3,988 2,074 -1,162 

Bank borrowings €th 6,292 4,547 2,776 1,338 

Financial leases liabilities €th 83.0 38.0 1.00 0.00 

Other financing €th 0.00 0.00 0.00 0.00 

Gearing (at book value) % 16.3 14.9 8.57 1.12 

Adj. Net debt/EBITDA(R) x 1.00 0.71 0.34 -0.17 

Adjusted Gross Debt/EBITDA(R) x 1.19 0.82 0.46 0.20 

Adj. gross debt/(Adj. gross debt+Equity) % 19.4 12.8 7.28 3.18 

Ebit cover x -4.98 -4.86 -4.62 -4.89 

FFO/Gross Debt % 98.9 125 198 474 

FFO/Net debt % 118 143 266 -546 

FCF/Adj. gross debt (%) % 39.6 62.4 109 287 

(Gross cash+ "cash" FCF+undrawn)/ST debt x 1.99 1.91 2.58 8.34 

"Cash" FCF/ST debt x 1.41 1.58 2.10 5.05 

  

    12/16A 12/17E 12/18E 12/19E 

Tax burden (Net income/pretax pre excp income) x 0.74 0.83 0.76 0.83 

EBIT margin (EBIT/sales) % 17.0 17.4 17.5 17.6 

Assets rotation (Sales/Avg assets) % 63.8 60.1 60.9 63.4 

Financial leverage (Avg assets /Avg equity) x 1.17 1.16 1.09 1.01 

ROE % 12.4 13.2 11.7 12.2 

ROA % 12.6 12.3 12.6 13.1 

  

    12/16A 12/17E 12/18E 12/19E 

  Y-1 shareholders' equity €th 23,683 26,436 31,361 35,380 

+ Net profit of year €th 3,101 3,810 3,908 4,638 

- Dividends (parent cy) €th -424 -417 -401 -401 

+ Additions to equity €th 76.0 -500 -500 0.00 

   o/w reduction (addition) to treasury shares €th -19.0 -500 -500 0.00 

- Unrecognised actuarial gains/(losses) €th 0.00 0.00 0.00 0.00 

+ Comprehensive income recognition €th 0.00 2,032 1,012 1,092 

= Year end shareholders' equity €th 26,436 31,361 35,380 40,709 

  

Funding - Liquidity 

ROE Analysis (Dupont's Breakdown) 

Shareholder's Equity Review (Group Share) 
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    12/16A 12/17E 12/18E 12/19E 

Sales per staff €th 446 429 461 498 

Staff costs per employee €th -34.2 -40.7 -40.6 -40.6 

Change in staff costs % -4.64 32.9 1.99 1.95 

Change in unit cost of staff % -16.0 18.8 -0.14 -0.13 

Staff costs/(EBITDA+Staff costs) % 21.2 25.4 24.3 22.8 

Average workforce unit 42.0 47.0 48.0 49.0 

Europe unit 42.0 47.0 48.0 49.0 

North America unit 0.00 0.00 0.00 0.00 

South Americas unit 0.00 0.00 0.00 0.00 

Asia unit 0.00 0.00 0.00 0.00 

Other key countries unit 0.00 0.00 0.00 0.00 

Total staff costs €th -1,438 -1,911 -1,949 -1,987 

Wages and salaries €th -1,313 -1,786 -1,824 -1,862 

   of which social security contributions €th -246 

Equity linked payments €th 

Pension related costs €th 0.00 0.00 0.00 

Benefits related payments €th -125 -125 -125 -125 

  

    12/16A 12/17E 12/18E 12/19E 

Terminals €th 11,115 10,317 10,575 11,103 

Authorisations €th 7,606 (1) 9,535 (1) 11,443 (1) 13,159 

Software €th 121 133 146 

Corporate €th 

Other €th 210 

Total sales €th 18,721 20,183 22,150 24,409 

  

    12/16A 12/17E 12/18E 12/19E 

EBIT Analysis 

Terminals €th 2,983 2,752 2,802 2,942 

Authorisations €th 910 1,301 1,716 1,974 

Software €th -6.00 0.00 43.9 

Corporate €th -719 -533 -648 -666 

Other/cancellations €th 

Total €th 3,174 3,514 3,871 4,295 

EBIT margin % 17.0 17.4 17.5 17.6 

  

    12/16A 12/17E 12/18E 12/19E 

Belgium % 99.0 98.0 

Netherlands % 1.00 1.00 

Other % 1.00 

  

Staffing Analytics 

Divisional Breakdown Of Revenues 1. Due to changes in accounting 
methods concerning 
commissions from 
authorisation agreements and 
to the application of the 2015 
European Interchange Fee 
Regulation, the presentation of 
the gross sales and the 
associated cost of sales from 
the Authorisation business have 
been modified from 2016, while 
the operating profit remains 
identical.

Divisional Breakdown Of Earnings 

Revenue Breakdown By Country 
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    12/16A 12/17E 12/18E 12/19E 

ROCE (NOPAT+lease exp.*(1-tax))/(net) cap employed adjusted % 12.3 11.8 13.0 13.7 

CFROIC % 8.50 8.57 8.49 10.2 

Goodwill €th 5,248 5,480 5,480 5,480 

   Accumulated goodwill amortisation €th 0.00 0.00 0.00 0.00 

All intangible assets €th 150 809 728 655 

   Accumulated intangible amortisation €th 0.00 0.00 0.00 0.00 

Financial hedges (LT derivatives) €th 0.00 0.00 0.00 0.00 

Capitalised R&D €th 0.00 0.00 0.00 0.00 

PV of non-capitalised lease obligations €th 0.00 0.00 0.00 0.00 

Other fixed assets €th 491 636 668 701 

   Accumulated depreciation €th 0.00 0.00 0.00 0.00 

WCR €th 19,236 21,753 23,873 25,968 

Other assets €th 4,585 4,677 4,770 4,866 

Unrecognised actuarial losses/(gains) €th 0.00 0.00 0.00 0.00 

Capital employed after deprec. (Invested capital) €th 29,710 33,355 35,519 37,670 

Capital employed before depreciation €th 29,710 33,355 35,519 37,670 

  

    12/16A 12/17E 12/18E 12/19E 

Terminals €th 

Authorisations €th 

Software €th 

Corporate €th 

Other €th 29,710 33,355 35,519 37,670 

Total capital employed €th 29,710 33,355 35,519 37,670 

  

 

ROCE/CFROIC/Capital Invested 

Divisional Breakdown Of Capital 
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    12/16A 12/17E 12/18E 12/19E 

Pension ratio % 0.00 0.00 0.00 0.00 

Ordinary shareholders' equity €th 26,436 31,361 35,380 40,709 

Total benefits provisions €th 0.00 0.00 0.00 0.00 

  of which funded pensions €th 0.00 0.00 0.00 0.00 

  of which unfunded pensions €th 0.00 0.00 0.00 0.00 

  of which benefits / health care €th 0.00 0.00 0.00 

Unrecognised actuarial (gains)/losses €th 0.00 0.00 0.00 0.00 

Company discount rate % 0.00 0.00 0.00 0.00 

Normalised recomputed discount rate % 2.50 

Company future salary increase % 0.00 0.00 0.00 0.00 

Normalised recomputed future salary increase % 2.00 

Company expected rate of return on plan assets % 0.00 0.00 0.00 0.00 

Normalised recomputed expd rate of return on plan assets % 0.00 

Funded : Impact of actuarial assumptions €th 0.00 

Unfunded : Impact of actuarial assumptions €th 0.00 

  

    12/16A 12/17E 12/18E 12/19E 

US exposure % 

UK exposure % 

Euro exposure % 

Nordic countries % 

Switzerland % 

Other % 100 100 100 100 

Total % 100 100 100 100 

  

    12/16A 12/17E 12/18E 12/19E 

Funded status surplus / (deficit) €th 0.00 0.00 0.00 0.00 

Unfunded status surplus / (deficit) €th 0.00 0.00 0.00 0.00 

Total surplus / (deficit) €th 0.00 0.00 0.00 0.00 

Total unrecognised actuarial (gains)/losses €th 0.00 0.00 0.00 0.00 

Provision (B/S) on funded pension €th 0.00 0.00 0.00 0.00 

Provision (B/S) on unfunded pension €th 0.00 0.00 0.00 0.00 

Other benefits (health care) provision €th 0.00 0.00 0.00 

Total benefit provisions €th 0.00 0.00 0.00 0.00 

  

    12/16A 12/17E 12/18E 12/19E 

Funded obligations periodic costs €th 0.00 0.00 0.00 0.00 

Unfunded obligations periodic costs €th 0.00 0.00 0.00 0.00 

Total periodic costs €th 0.00 0.00 0.00 0.00 

  of which incl. in labour costs €th 0.00 0.00 0.00 0.00 

  of which incl. in interest expenses €th 0.00 0.00 0.00 0.00 

  

The company had 37 employees at 31 December 2015, a figure relatively stable since the beginning of the decade. All 
employees are based in Belgium, hence the company doesn’t hold any pension-related debt.

As the company doesn’t develop its own terminals, the R&D can be considered as insignificant, especially as the 
development of custom software doesn’t start from scratch nor goes too deep into the terminals’ source code, and only 
requires two persons full-time, which allows the costs to remain low. As a consequence, most staff are administrative and 
sales personnel.

Pension matters 

Summary Of Pension Risks 

Geographic Breakdown Of Pension Liabilities 

Balance Sheet Implications 

P&L Implications 
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    12/16A 12/17E 12/18E 12/19E 

Balance beginning of period €th 0.00 0.00 0.00 0.00 

Current service cost €th 0.00 0.00 0.00 

Interest expense €th 0.00 0.00 0.00 

Employees' contributions €th 

Impact of change in actuarial assumptions €th 0.00 0.00 0.00 

  of which impact of change in discount rate €th 0.00 

  of which impact of change in salary increase €th 0.00 

Changes to scope of consolidation €th 

Currency translation effects €th 

Pension payments €th 

Other €th 

Year end obligation €th 0.00 0.00 0.00 0.00 

  

    12/16A 12/17E 12/18E 12/19E 

Value at beginning €th 0.00 0.00 0.00 

Company expected return on plan assets €th 0.00 0.00 0.00 

Actuarial gain /(loss) €th 0.00 0.00 0.00 

Employer's contribution €th 0.00 0.00 0.00 0.00 

Employees' contributions €th 0.00 0.00 0.00 0.00 

Changes to scope of consolidation €th 

Currency translation effects €th 

Pension payments €th 0.00 0.00 0.00 0.00 

Other €th 

Value end of period €th 0.00 0.00 0.00 0.00 

Actual and normalised future return on plan assets €th 0.00 0.00 0.00 0.00 

  

    12/16A 12/17E 12/18E 12/19E 

Balance beginning of period €th 0.00 0.00 0.00 0.00 

Current service cost €th 0.00 0.00 0.00 

Interest expense €th 0.00 0.00 0.00 

Employees' contributions €th 

Impact of change in actuarial assumptions €th 0.00 0.00 0.00 

  of which Impact of change in discount rate €th 0.00 

  of which Impact of change in salary increase €th 0.00 

Changes to scope of consolidation €th 

Currency translation effects €th 

Pension payments €th 

Other €th 

Year end obligation €th 0.00 0.00 0.00 0.00 

  

 

Funded Obligations 

Plan Assets 

Unfunded Obligations 

ALPHAVALUE CORPORATE SERVICES

Keyware   (Buy)
Smart Cards-Security / Belgium

Pension Risks

August 31 2017 Copyright Alphavalue - 2017 – www.alphavalue.com Page 32



The company benefits from a highly experienced management with long time service in the industry.

The CEO, Mr Vandervelde, is the co-founder of the company and has over 30 years of experience in the tech sector. The 
CFO (Mr Hubert), COO (Mr Verfaille) and CCO (Mr Maes) have been working with the company since 2013, 2007 and 2011 

respectively.

Name Function Birth date Date in Date out Compensation, in k€ (year) 
Cash Equity linked 

Stéphane VANDERVELDE M CEO 2001 

Alain HUBERT M CFO 2013 

Wim VERFAILLE M COO 2007 

Joris MAES M CCO 2010 

Name Indep. Function 
Completion 
of current 
mandate 

Birth 
date 

Date in Date out Fees / indemnity, 
in k€ (year) 

Value of holding, 
in k€ (year) 

Guido VAN DER SCHUEREN M  President/Chairman of th... 2017 

Bruno KUSTERS M  Member 2017 

Pierre DELHAIZE M  Member 2018 

Chris BUYSE M  Member 2018 

Stéphane VANDERVELDE M  Member 2018 

Johan BOHETS M  Member 2018 

  

Governance & Management 

  Yes  / No  Weighting 
One share, one vote  20% 

Chairman vs. Executive split  5% 

Chairman not ex executive  5% 

Independent directors equals or above 50% of total directors  20% 
Full disclosure on mgt pay (performance related bonuses, pensions and non 
financial benefits)  10% 

Disclosure of performance anchor for bonus trigger  15% 

Compensation committee reporting to board of directors  5% 

Straightforward, clean by-laws  20% 

Governance score 75 100% 

Governance parameters Existing committees 

Audit / Governance Committee

Compensation committee

Financial Statements Committee

Litigation Committee

Nomination Committee

Safety committee

SRI / Environment

Management 

Board of Directors 
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Accidents at work
25% Of H.R. Score

Human resources development
35% Of H.R. Score

Pay
20% Of H.R. Score

Job satisfaction
10% Of H.R. Score

Internal communication
10% Of H.R. Score

     

      Yes  / No  Rating 
Accidents at work 25%   25/100

  Set targets for work safety on all group sites? 40% 10/100

  Are accidents at work declining? 60% 15/100

Human resources development 35%   21/100

  Are competences required to meet medium term targets identified? 10% 0/100

  Is there a medium term (2 to 5 years) recruitment plan? 10% 0/100

  Is there a training strategy tuned to the company objectives? 10% 4/100

  Are employees trained for tomorrow's objectives? 10% 4/100

  Can all employees have access to training? 10% 4/100

  Has the corporate avoided large restructuring lay-offs over the last year to date? 10% 4/100

  Have key competences stayed? 10% 4/100

  Are managers given managerial objectives? 10% 4/100

  If yes, are managerial results a deciding factor when assessing compensation level? 10% 0/100

  Is mobility encouraged between operating units of the group? 10% 0/100

Pay 20%   20/100

  Is there a compensation committee? 30% 6/100

  Is employees' performance combining group performance AND individual performance? 70% 14/100

Job satisfaction 10%   10/100

  Is there a measure of job satisfaction? 33% 3/100

  Can anyone participate ? 34% 3/100

  Are there action plans to prop up employees' morale? 33% 3/100

Internal communication 10%   10/100

  Are strategy and objectives made available to every employee? 100% 10/100

    Human Ressources score: 86/100 

 

Human Resources 

HR Breakdown 

HR Score 

H.R. Score : 8.6/10  
 IT Hardware
 Keyware
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  : Strong momentum corresponding to a continuous and overall positive moving average trend confirmed by volumes

  : Relatively good momentum  corresponding to a positively-oriented moving average, but offset by an overbought pattern or lack of confirmation 

from volumes

  : Relatively unfavorable momentum with a neutral or negative moving average trend, but offset by an oversold pattern or lack of confirmation from 
volumes

  : Strongly negative momentum corresponding to a continuous and overall negative moving average trend confirmed by volumes

Momentum analysis consists in evaluating the stock market trend of a given financial instrument, based on the analysis of its trading flows.
The main indicators used in our momentum tool are simple moving averages over three time frames: short term (20 trading days), medium term (50 days) 
and long term (150 days). The positioning of these moving averages relative to each other gives us the direction of the flows over these time frames. 
For example, if the short and medium-term moving averages are above the long-term moving average, this suggests  an uptrend which will need to be 
confirmed. Attention is also paid  to the latest stock price relative to the three moving averages (advance indicator) as well as to the trend in these three 
moving averages - downtrend, neutral, uptrend - which is more of a lagging indicator. 
The trend indications derived from the flows through moving averages and stock prices must be confirmed against trading volumes in order to confirm  the 
signal. This is provided by  a calculation based on the average increase in volumes over ten weeks together with a buy/sell volume ratio.

Momentum 
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Moving Average MACD & Volume 
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Sector IT Hardware 
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Methodology 
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Fundamental Opinion 

It is implicit that recommendations are made in good faith but should not be regarded as the sole source of advice.

Recommendations are geared to a “value” approach.

Valuations are computed from the point of view of a secondary market minority holder looking at a medium term (say 6 months) performance.

Valuation tools are built around the concepts of transparency, all underlying figures are accessible, and consistency, same methodology whichever the 
stock, allowing for differences in nature between financial and non financial stocks. A stock with a target price below its current price should not and will not 
be regarded as an Add or a Buy.

Recommendations are based on target prices with no allowance for dividend returns. The thresholds for the four recommendation levels may change from 
time to time depending on market conditions. Thresholds are defined as follows, ASSUMING long risk free rates remain in the 2-5% region. 

Recommendation
Low Volatility 
10 < VIX index < 30 

Normal Volatility 
15 < VIX index < 35

High Volatility 
35 < VIX index

Buy More than 15% upsideMore than 20% upsideMore than 30% upside

Add From 5% to 15% From 5% to 20% From 10% to 30%

Reduce From -10% to 5% From -10% to 5% From -10% to 10%

Sell Below -10% Below -10% Below -10%

There is deliberately no “neutral” recommendation. The principle is that there is no point investing in equities if the return is not at least the risk free rate (and 
the dividend yield which again is not allowed for).

Although recommendations are automated (a function of the target price whenever a new equity research report is released), the management of AlphaValue 
intends to maintain global consistency within its universe coverage and may, from time to time, decide to change global parameters which may affect the 
level of recommendation definitions and /or the distribution of recommendations within the four levels above. For instance, lowering the risk premium in a 
gloomy context may increase the proportion of positive recommendations.
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Valuation 

Valuation processes have been organized around transparency and consistency as primary objectives. 

Stocks belong to different categories that recognise their main operating features : Banks, Insurers and Non Financials. 

Within those three universes, the valuation techniques are the same and in relation to the financial data available.

The weighting given to individual valuation techniques is managed centrally and may be changed from time to time. As a rule, all stocks of a similar profile 
are valued using equivalent weighting of the various valuation techniques. This is for obvious consistency reasons.

Within the very large universe of Non Financials, there are in effect 4 sub-categories of weightings to cater for subsets: 1) 'Mainstream' stocks; 2) 'Holding 
companies' where the stress is on NAV measures; 3) 'Growth' companies where the stress is on peer based valuations; 4) 'Loss making sectors' where 
peers review is essentially pointing nowhere (ex: Bio techs). The bulk of the valuation is then built on DCF and NAV, in effect pushing back the time horizon.

Valuation Issue
Normal 

industrials
Growth 

industrials
Holding 

company
Loss 

runners 
Bank Insurers

DCF 35% 35% 10% 40% 0% 0%

NAV 20% 20% 55% 40% 25% 15%

PE 10% 10% 10% 5% 10% 20%

EV/EBITDA 20% 20% 0% 5% 0% 0%

Yield 10% 10% 20% 5% 15% 15%

P/Book 5% 5% 5% 5% 15% 10%

Banks' instrinsic method 0% 0% 0% 0% 25% 0%

Embedded Value 0% 0% 0% 0% 0% 40%

Mkt Cap/Gross Operating Profit 0% 0% 0% 0% 10% 0%

ALPHAVALUE CORPORATE SERVICES

Keyware   (Buy)
Smart Cards-Security / Belgium

Methodology

August 31 2017 Copyright Alphavalue - 2017 – www.alphavalue.com Page 40


	RecentUpdates
	Updates
	BodyOfResearch
	Target Price & Opinion
	Businesses & Trends
	Money Making
	Debt
	Valuation
	DCF
	NAV/SOTP (edit)
	Worth Knowing
	Financials
	Pension Risks
	Governance & Management
	Graphics
	Methodology
	Methodology

