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Investment Thesis

We are upgrading the target price of Profile Software to €6,00. This
is a staggering 157% upward revision from the pre-split target price
of €4,66 presented in Feb21. The new target price reflects: (i) the
doubling of revenues from the Hellenic Republic projects not
accounted in our previous analysis, (ii) the expansion of the loyal
clientele base (+65% recurring revenues) that is growing with low
double digit annual rate and (iii) the Centevo acquisition that is
enhancing growth, offering exposure to the lucrative Nordic region.

Previously, our conservative approach missed the game changing
demand factor stemming from the Hellenic State projects and the
EU funding. On top, we missed the fact that the strong cash position
allows the group to commit to beneficial acquisitions. Profile
Software surpassed the €25M revenue threshold within 2022,
doubling the group’s performance, and is set to double again over
the next three years. In the past, Profile was averaging one new
contract per month, now they are operating at a 2.2 new contracts
per month pace.

The operating nature of the group does not require an intensive
acquisition activity compared to the other groups. Investments are
executed opportunistically and as the CEO communicated in the
latest live analyst presentation, they would not hesitate to add an
entity should it ameliorate their cash generation. After all, the
acquisition of the Swedish firm Centevo has been a success and the
Net Debt remains negative (i.e. available cash is greater than the
sum of long and short-term debt).

It is worth remarking the significant boost to the group's
performance over the period 2023~2026 that is expected from the
rolling out of RRF projects: Profile Software successfully
participates in the bidding process and the project backlog is
expanding.

Valuation

Profile Software is valued at €6.00 per share through a FCF exercise
with a WACC of 10.17% and perpetual growth of 2.00%

The expected dividend over the next year assumes a stable payout
policy.
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Summary Financials

(€mn) 2021 2022 2023 F 2024 F 2025 F
Profit & Loss Items

Total Net Revenues 20,117 25,034 31,379 41,966 66,163
EBITDA 5,484 6,273 7,326 11,516 15,625
EBIT 2,698 4,155 5,208 9,398 13,507
Net Income 2,200 3,266 4,090 7,325 10,664
Balance Sheet Items

Cash at Hand 15,624 14,153

Total Debt 7,509 7,704

Total Equity 24,941 27,873

Debt/Equity 23.14% 21.65%

Cash Flow Items

Free Cash Flow (FCFF) -2,867 -3,828 -4,241 5,695 7,132
CAPEX 6,365 6,365 6,365 2,485 2,485
Key Financial Ratios

Revenue Growth 33.76% 24.44% 25.35% 33.74% 57.66%
EBITDA Margin 27.26% 25.06% 23.35% 27.44% 23.62%
EPS 0.18 0.18 0.17 0.30 0.44
DPS 0.048 0.031 0.038 0.067

Total Debt / EBITDA (x) 1.37 1.23
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