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COMPANY DESCRIPTION
FormPipe Software is a software developer within
Enterprise Content Management (ECM). Their
software is used to store, manage and structure
information and data. The Nordics constitutes the
largest market with 72% of revenues, with key
customers being public organizations and large
corporations. FormPipe Software is the market
leader in ECM products within the public sector in
the Nordics. Revenues are divided into; Licensing
(20%), Support & Maintenance (46%), and Delivery
(34%).

5

The growth for cloud-based software products is
estimated to 19,3% CAGR between 2018 and 2021
globally according to research by Gartner. FormPipe
expects cloud-based ECM services to make up a larger
portion of their revenue mix in future periods with
margins set to improve as a result of improved
scalability and less personnel requirements.

VALUE DRIVERS
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The share of recurring revenues in relation to fixed
costs will increase from 47% in 2016 to 52% in 2021,
which generates stable revenue streams and limits
financial risks. Since 2014, the company has paid of
debt and increased cash reserves, resulting in a strong
financial position with net debt of -7 MSEK.

FINANCIAL HISTORY
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Top management has extensive experience in the
industry and with companies similar to FormPipe
Software. Incentive program of 500.000 warrants over
2017 to 2019 indicate continued motivation for
management to perform in the near term. Low insider
holdings by top management of approximately 4%.

MANAGEMENT
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Higher margins for cloud-based software introduces
higher risk of competition. This risk is limited as
contracts are assigned over long periods and the
software systems carry some lock-in effects. Financial
risks are mitigated as share of recurring revenue
increases.

RISK PROFILE



FORMPIPE SOFTWARE (FPIP)
FormPipe Software operates in the growing ECM
market and has the majority of its sales from the Nordics
with a minor presence in Europe and North America.
The ECM software is licensed to customers on-premises,
or as SaaS1 for a fixed fee over the contract period. SaaS
is a form of cloud-based software licensing, compared to
on-premise licensing where the software is installed
physically at the customer. SaaS licensing is expected to
grow at 19,3% CAGR. As the SaaS segment is more
scalable due to lower personnel requirements, margins
are expected to increase.

FORMPIPE SOFTWARE AB (FPIP)

Current Price (SEK) 20,6

52 v Low/High 11,4 / 22,0

Market Cap (MSEK) 1 120

Net Debt (MSEK) -7

EV (MSEK) 1 113

Sector Information Technology

Exchange Stockholm Small Cap

Next Report 2019-02-12

1 Year Chart

MSEK 2017A 2018E 2019E

Sales 390,2 406,1 424,4

Growth (%) 3,0 4,1 4,5

Gross Marg (%) 84,4 88,0 88,0 

EBITDA 86,1 94,6 116,7

EBITDA Marg (%) 22,1 23,3 27,5

Earnings 24,8 25,6 40,7

Earnings Marg (%) 6,4 6,3 9,6

EV/S 2,9x 2,6x 2,3x

EV/EBITDA 8,7x 9,8x 9,4x

P/E 29,5x 27,3x 22,4x

EPS 0,48 0,49 0,77
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Ownership

Grenspecialisten Forvaltning 10,1%

SEB 8,9%

Swedbank 5,8%

Humle Kapitalforvaltning 5,8%
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Strong underlying growth in the market for ECM
products. Gartner estimates that the market for
ECM products are expected to grow at 10-15%
CAGR globally and 5-10% CAGR in the Nordics,
over the period 2018 to 2021. FormPipe is positioned
to capitalize on this growth due to its market leading
position and high quality solutions. FormPipe’s
revenue is expected to grow at 4,6% CAGR between
2017 to 2021.

Migration towards a larger share of licensing
revenue from SaaS is expected to increase
margins. Between 2017 and 2021, licensing revenue
from SaaS are expected to grow at 19,3% CAGR. As
SaaS constitutes a larger share of licensing revenues,
EBIT margins are expected to improve from 9,6% to
18,7% over the same period. This is because less
personnel are required to implement the software
when a larger share of the licensing are cloud-based.

Net cash position of 7 MSEK allows for
acquisitions. Since the acquisition of Traen Group
in 2012, debt has steadily been repaid while cash has
been accumulated. This creates a strong financial
position and improves opportunities for acquisitions.
Acquisitions are a part of FormPipe’s growth
strategy. FormPipe is well positioned to grow
through acquisitions in the fragmented ECM market.

A 50/50 split of the DCF and relative valuation
indicate an upside of 13%. The DCF valuation with
a WACC of 10,31% and 2% terminal growth rate
yields an implied price per share of 26,03 SEK.
Additionally, a target 2019E EV/EBITDA multiple
of 10,21x with forecasted 2019E figures results in an
implied share price of 22,86 SEK. Assigning equal
weight to both valuation methods yields an implied
price per share of 24,44 SEK, an upside of 18,7%
compared to FormPipe’s closing price of 20,60 SEK
on November 22, 2018.



INVESTMENT THESIS

During the year, we have seen that
our customers are beginning to
make investments in data quality to
be able to comply with the EU’s
new General Data Protection
Regulation (GDPR) regarding the
protection of personal data. There,
we see potential in 2018.

- CEO
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2. Gartner, Enterprise Software Markets, 
Worldwide,2013-2020 

3. Vad din organization behöver ha på plats, 
https://www.pwc.se/gdpr

4. Formpipe Software Annual Report 2016

FormPipe is currently migrating towards a business model where a larger share of
licensing revenues comes from cloud-based solutions with a fixed subscription fee,
compared to on premise licensing where the software is physically installed at the
customer with a larger upfront cost. This change in the business model is expected
to gradually improve the EBITDA margin over the period 2017 to 2021 from
22,1% to 29,9%. Sales of cloud-based software is expected to grow at 19,3% CAGR
over that period. Opportunities for growth is identified in relation to new GDPR
regulation. Partnership with Microsoft creates a new potential channel for the
company’s product.

Further migration towards cloud-based licensing is expected over the
horizon 2017 to 2021. FormPipe’s cloud-based segment is growing to represent a
larger share of licensing sales and is expected to constitute 37% of the licensing sales
in 2021, in line with estimations by Gartner2. The cloud-based software licensing,
compared to on-premise licensing is more scalable and requires less personnel. This
leads to an improved gross margin from 84% to 88% as the cloud-based segment
grows. From 2016 to 2019; recurring revenue/fixed costs is estimated to increase
from 65% to 72%. A high share of recurring revenue combined with long-term
contracts and a certain lock-in effect from the cloud services provide stable revenue
streams. From the financial year 2017 to 2020, the EBITDA margin is expected to
increase from 22,1% to 29,9%, and the EBIT margin is expected to increase from
10% to 16%. Over the period 2017 to 2021, the cloud-based segment is expected to
grow at 19,3% CAGR, and the revenue from the SaaS segment in relation to total
revenue is expected to rise to 7,6% from 4,5% over the same period.

GDPR and increased security requirements on information management is
expected to drive sales. Increased data regulation in the form of the new GDPR
legislation places higher pressure on organizations’ data management and is
expected to create the need to upgrade current data and information systems.
GDPR affects how companies store, distribute, relocate, archive and manage
personal data3. Due to its position as market leader, FormPipe is expected to have
an advantage in upcoming procurements in the following years. This expectation is
supported by the fact that FormPipe won 61% of procurements in 20164. The ECM
market as a whole in the Nordics is expected to grow 5-10% annually between 2018
and 2021. FormPipe’s total sales are expected to grow at a slightly slower pace of
4,6% CAGR from 2017 to 2021 due to two main reasons. First, the migration
towards cloud-based software will initially have a negative impact on sales because
the revenue model changes towards a focus recurring revenue. However, this model
also has potential to increase revenue per user in future periods, motivating a target
2019E EV/EBITA multiple on par with peers, which on average has higher
expected revenue growth compared to FormPipe. Second, as the main customer
group is the public sector, market growth is limited by public budgets.

Partnership with Microsoft becomes increasingly commercially tangible. The
partnership with Microsoft strengthens the perceived quality of FormPipe’s
software. During the first quarter in 2018, the partnership became more tangible as
the product “Lasernet” was made available through Microsoft AppSource and has
now started to generate sales. Microsoft AppSource is a platform from which
Microsoft users can download add-ins, like “Lasernet”, for their existing apps. This
serves as a new sales channel and opens up the possibility for international
expansion. However, the impact on sales is ambiguous as the contribution isn’t
reported.

Increased uncertainty about sales growth as public sector constitutes the
largest customer group. Governmental organizations are the major customer
group and introduces uncertainty with regards to contract procurement and
therefore also sales growth. The uncertainty stems from the risk that the process
could be prolonged due to slower decision making in public organizations. On the
other hand, public sector organizations procurements often result in longer running
contracts. In 2016, FormPipe won 61% of all contract procurements entered, which
illustrate the quality of its software.

https://www.pwc.se/gdpr


VALUATION
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The DCF valuation of FormPipe has utilized forecasted financials with the
addition of a sensitivity analysis to explore the sensitivity of the valuation to
changes in growth and WACC (Appendix I). Furthermore, a relative valuation
based on EV/EBITDA has been done based on companies with similar
revenue and operational structure as FormPipe. Finally, the two valuation
methods are equally weighted to produce a valuation that accounts for both
fundamental value and the current pricing of the market.

A capital structure with 91% equity results in a WACC of 10,31%. WACC
has been calculated by using key inputs from PWC’s risk-premium study of
the Swedish stock market5. The normalized risk-free rate from PWC’s study
of 2,9% has been used in the CAPM formula to calculate the cost of equity,
combined with a market risk premium of 6,4% and a size premium based on
market cap of 2,3%. FormPipe’s beta has been calculated as 0,91, resulting in
a cost of equity of 10,84%, which combined with an after-tax cost of debt of
4,13% yields a WACC of 10,31%.

DCF-valuation indicates an upside of 26,3% as a result of stabilized
revenue growth and expanding margins. In the DCF valuation, FormPipe
is expected to grow their revenues by 4,3% CAGR between 2017A and
2019E. A key driver to revenue growth will be the increased share of total
revenue attributable from SaaS-licence sales, which increases the percentage
of recurring revenues and expand margins as a result of less labor intensive
operations. Furthermore, the increase of Saas-licences as percentage of total
revenue is expected to increase EBIT margin from 9,6% in 2017A to 14,1%
in 2019E. In addition, as recurring revenues and cost savings are expected to
continue in 2020E to 2023E, the EBIT margin going forward is expected to
average 19,6%. For the same period, the firm’s revenue is set to grow with a
CAGR of 3,7%. The DCF valuation delivers a potential upside of 26,03%
and an implied share price of 26,03 SEK per share.

Relative valuation among peers results in upside potential of 11,0%.
Relevant peers identified in this valuation are Addnode, B3 Consulting and
Enea. The main rationale for these peers are that they are all software
companies relying on recurring revenues. In addition, similar to FormPipe,
the companies derive their main share of revenues from Nordic countries.
The valuation is based on the 2019E EV/EBITDA multiple. The median of
the peer-group is 10,2x although the peers on average have higher expected
revenue growth compared to FormPipe. However, the motivation for the
choice of a EV/EBITDA target multiple on par with the peer-group median
is FormPipe’s 2019E EBITDA growth, which is forecasted to be higher than
the peer-group’s median of 20,9%. Using FormPipe’s 2019E EBITDA value,
the valuation yields an upside potential of 11,0% and an implied price per
share of SEK 22,86.

An equal 50/50 split of the DCF and relative valuation indicate an
upside of 18,7%. Assigning the absolute DCF valuation 50% weight, with
the relative valuation representing the remaining 50%, results in an upside
potential of 18,7% and a price per share of 24,44 SEK.

A sensitivity analysis of the DCF valuation has been conducted to
illustrate the valuation’s sensitivity to changes in terminal growth rate
and WACC. Assuming a terminal growth rate of 2%, the implied price per
share fluctuates between SEK 20,76 and SEK 31,84 with a WACC of 12%
and 9%, respectively. This gives a DCF valuation range of 53,4% from the
lowest to highest value. For further details on the sensitivity analysis, please
refer to the appendix.

LINC – Lund University Finance Society | See disclaimer at the end of the report

5. PWC (2018) Riskpremien på den svenska 
aktiemarknaden, https://www.pwc.se/sv/pdf-
reports/corporate-finance/riskpremiestudien-2018.pdf 

MSEK 2017 A 2018 E 2019 E

Revenue 390,2 406,1 424,4

Gross profit 329,2 357,4 373,5

NOPLAT
Incl. D&A 33,1 31,3 46,7

Gross
Investment -12,4 -90,1 -58,6

FCF 45,6 121,4 105,3

FCF yield 6,2% 10,7% 9,3%

Company
Market 

Cap 
(MSEK)

Growth
(2019E)

EBIT 
margin
(2019E)

Addnode 3 443,0 4,6% 6,9%

B3 Consulting 544,8 11,0% 8,5%

Enea 1 780,3 11,4% 21,6%

Average 1 922,7 9,0% 12,3%

Median 1 780,3 11,0% 8,5%

FormPipe 1 083,0 4,5% 14,1%

Company P/E
EBITDA
Growth
(2019E)

EV/
EBITDA
(2019E)

Addnode 23,3x 5,1% 10,5x

B3 Consulting 17,6x 23,8% 8,0x

Enea 16,4x 20,9% 10,2x

Average 19,1x 16,6% 9,6x

Median 17,6x 20,9% 10,2x

FormPipe 28,1x 23,5% 9,4x

Target-
multiple 10,2x

Upside/
Downside

Implied
Price/share

DCF 26,3% 26,0

Relative
Valuation 11,0% 22,9

50/50 18,7% 24,4

https://www.pwc.se/sv/pdf-reports/corporate-finance/riskpremiestudien-2018.pdf


MANAGEMENT

6

Bo Nordlander (318 159 shares)
Chairman
BSc in Economics from Stockholm School of Economics. Has
approximately 20 years of experience in information technology
from previous positions, working as a board member and as
CEO. He has been a memebr of the board since 2009 and was
elected as chairman of the board in 2013.

Christian Sundin (988 312 shares)
CEO
BSc in Economics. Has experience of implementing new large-
scale IT systems from his background in Ericsson. Elected CEO
in 2006. Apart from his share holdings, he also has 516 513 share
options.

Joakim Alfredson (684 357 shares)
CFO
MSc in Business Adminstration from Gothenburg School of
Economics. He has previous experience in finance from
consulting at KPMG. Elected as CFO in 2007.

Åsa Landén Ericsson (7500 shares)
Board Member
MBA from INSEAD and MSc in Industrial Engineering from
Chalmers. Numerous experiences in managing software
developing companies. Experienced in profitable, fast growing
firms. Elected to the board in 2017.

LINC – Lund University Finance Society | See disclaimer at the end of the report



SWOT-ANALYSIS
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1

2

3

STRENGTHS

Business Model

1

2

3

Market Position

Financial
position

Customer Retention

Scalability

Management

WEAKNESSES

Pricing
Power

History R&D

Large number of
products

Expansion

Large share of public 
sector customers

1

2

3

1

2

3

OPPORTUNITIES THREATS

Digitalization

Market Growth

Synergies
Data          
Regulation

International 
expansion

Produktion
Management

Reduced
Margins

Technology Disruption

Cyber 
Threats and 
Hacking

Cyclicality

Competition
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APPENDIX I

8LINC – Lund University Finance Society | See disclaimer at the end of the report

WACC 10,31%
DCF Valuation output 

DEC '18E DEC '19E DEC '20E DEC '21E DEC '22E DEC '23E 
NOPLAT 31,3 46,7 57,2 68,5 78,9 89,3 
Gross Cash Flow 31,3 46,7 57,2 68,5 78,9 89,3 

(Increase) Decrease in Operating Working Capital 40,0 5,9 6,8 7,2 6,5 6,4 
(Increase) Decrease, Net intangible fixed assets (4,5) (1,9) (2,2) (2,3) (2,1) (2,1)
(Increase) Decrease, Net tangible fixed assets (0,2) (0,1) (0,1) (0,1) (0,1) (0,1)
(Increase) Decrease in Other Non-Current Operating 

Assets (0,1) (0,1) (0,1) (0,1) (0,1) (0,1)

(Increase) Decrease in Goodwill 54,8 54,8 54,8 54,8 54,8 54,8 
Gross Investment 90,1 58,6 59,3 59,5 59,0 59,0 

Free Cash Flow 121,4 105,3 116,5 128,0 137,9 148,3 

Comulative years 0,5 1,5 2,5 3,5 4,5 5,5 
Discount factor @ % WACC 1,0 0,9 0,8 0,7 0,6 0,6 

PV FCF 115,6 90,9 91,2 90,8 88,7 86,5 

SUM PV (FCF) 563,6 

Perpetuity Growth 2,0%
FCF '24E 151,3 
Terminal Value 1 820,7 
Discounted Terminal value at '23E Discount factor 1 061,5 

PV of operations 1 625,1 
+ Excess Cash and equivalents 42,7 
= Enterpise Value 1 667,8 
- Debt and Debt equivalents 311,1 
= Equity Value 1 356,7 
Shares outstanding 52,1 
Implied share price (SEK) 26,03 

Closing price November 22, 2018 (SEK) 20,6 
Potential upside/downside 26,3%

Sensitivity Analysis WACC 
Terminal growth rate 12,00% 11,00% 10,31% 10,00% 9,00%

1,0% 19,21 21,65 23,66 24,65 28,40 

1,5% 19,95 22,59 24,78 25,86 30,01 

2,0% 20,76 23,63 26,03 27,22 31,84 

2,5% 21,66 24,79 27,44 28,77 33,97 

3,0% 22,66 26,10 29,04 30,53 36,44 
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Ansvarsbegränsning
Analyser, dokument och all annan information (Vidare ”analys(en)”) som härrör från LINC Research &
Analysis (”LINC R&A” (LINC är en ideell organisation (organisationsnummer 845002-2259))) är framställt
i informationssyfte och är inte avsett att vara rådgivande. Informationen i analysen ska inte anses vara en
köp/säljrekommendation eller på annat sätt utgöra eller uppmana till en investeringsstrategi.

Informationen i analysen är baserad på källor, uppgifter och personer som LINC R&A bedömer som
tillförlitliga, men LINC R&A kan aldrig garantera riktigheten i informationen. Den framåtblickande
informationen i analysen baseras på subjektiva bedömningar om framtiden, vilka alltid är osäkra och därför
bör användas försiktigt. LINC R&A kan aldrig garantera att prognoser och framåtblickande estimat
kommer att bli uppfyllda. Om ett investeringsbeslut baseras på information från LINC R&A eller person
med koppling till LINC R&A, ska det anses som dessa fattas självständigt av investeraren. LINC R&A
frånsäger sig därmed allt ansvar för eventuell förlust eller skada av vad slag det än må vara som grundar sig
på användandet av analyser, dokument och all annan information som härrör från LINC R&A.

Intressekonflikter och opartiskhet
För att säkerställa LINC R&A:s oberoende har LINC R&A inrättat interna regler. Utöver detta så är alla
personer som skriver för LINC R&A skyldiga att redovisa alla eventuella intressekonflikter. Dessa har
utformats för att säkerställa att KOMMISSIONENS DELEGERADE FÖRORDNING (EU) 2016/958 av
den 9 mars 2016 om komplettering av Europaparlamentets och rådets förordning (EU) nr 596/2014 vad
gäller tekniska standarder för tillsyn för de tekniska villkoren för en objektiv presentation av
investeringsrekommendationer eller annan information som rekommenderar eller föreslår en
investeringsstrategi och för uppgivande av särskilda intressen och intressekonflikter efterlevs.
Om skribent har ett innehav där en intressekonflikt kan anses föreligga, redovisas detta i
informationsmaterialet.

Christopher Carlsson äger aktier i bolaget.
Övrigt
LINC R&A har ej mottagit betalning eller annan ersättning för att göra analysen.

Analysen avses inte att uppdateras.

Upphovsrätt
Denna analys är upphovsrättsskyddad enligt lag och är LINC R&A:s egendom (© LINC R&A 2017).
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