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Overweight

Touchtech provides and offers digital solutions for both B2C and B2B,
tailored for the retail industry. Touchtech offers four different products,
and their product segment is called “Endless-Aisle”, which aims to
present endless information about the retailer´s products via an
interactive software that runs on touchscreens in stores. The products
are called Touchtech Vendo (“the digital salesperson” that enables sales
from the retailer's full assortment with delivery home or to the store),
Touchtech Showroom (“the digital purchasing assistant” that contributes
to an optimal purchase of upcoming collections in B2B Showrooms),
Digital Venue (a powerful tool that helps the B2B sellers to create and
present interactive product catalogs to their customers and resellers at
both physical and virtual meetings) and Touchtech Lima (is used to
present information about complex and configurable products in an
engaging way). Touchtech´s current customer portfolio is diversified and
has its major partnership with Bestseller. Continued collaboration with
Bestseller, in combination with the pressure that Covid-19 puts on the
retail sector are expected to lead to Touchtech turning to profit in 2021E
and then perform a growth better than the market. Resulting in a
revenue CAGR of 39.1% from 2020A to 2023E with an EBIT-margin of
44.5% in 2023E, applying a target EV/EBIT multiple of 14.9x. This implies
a target price of SEK 34.8 and an upside of 40.0% in 2023E.

Key takeaways

▪ Net income of SEK 14.8mn in 2023E, due to scalability: Bestseller is
currently Touchtech´s most substantial customer and played a
significant part in developing Touchtech and its products. The
collaboration has shown to be meaningful for both parties, thus could
a continued partnership create synergies and be an essential pillar in
turning Touchtech profitable. Bestseller’s input and funding for Digital
Venue are expected to generate a revenue stream of SEK 1.2mn in
2021E, with a CAGR of 10.0% onwards. Furthermore, Touchtech´s
products enable ease of scalability for Touchtech, which provides a
great potential for future growth. A modest market penetration is
estimated to result in a net income of SEK 14.8mn for 2023E.

▪ Leveraging on Covid-19 results in top-line CAGR of 39.1%: Covid-19
impacted the fiscal year of 2020A negatively. Thus, it could be a
catalyst for Touchtech in the long run since stores must alter and
adapt their strategies after the pandemic to a more digitalized future
to compete with the growing e-commerce. Touchtech´s solutions
enable this transformation to a more digitized customer experience,
which is estimated to lead to a 39.1% revenue CAGR for 2020A-2023E
and an EBIT margin of 44.5% in 2023E.

▪ Upside of 40.0% for 2023E: Touchtech is currently trading at an
EV/EBIT multiple of 10.6x, and the average EV/EBIT is 23.3x and, the
median is 22.6x for the peers in 2023E. Given the median and taking
the differences in market cap and enterprise value into account, in
combination with Touchtech´s high revenue CAGR and EBIT margin is
a target multiple of 14.9x for Touchtech a valid assumption. This
implies a target price of SEK 34.8 and an upside of 40.0% for 2023E.
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About Touchtech

Touchtech AB (“Touchtech”) provides
productivity-increasing digital solutions for
retailers. Touchtech’s goal is to increase sales,
service and reduce costs for their customers,
which is enabled through Touchtech´s software
solutions displayed on interactive units, in
mainly physical stores, showrooms and B2B
sales.

ANALYSTS CONTACT INFORMATION

Herman Ljungberg, Financial Analyst
William Jonsson, Financial Analyst

Market Data

Exchange Spotlight Stock Market 

MCAP (SEKmn) 204.5

EV (SEKmn) 198.4

Financial Forecast 20A 21E 22E 23E 

Revenue (MSEK) 11.3 17.5 26.3 42.2

Rev. Growth y/y -10.6% 55.1% 50.8% 60.0%

Gross Margin 95.7% 95.6% 95.5% 95.4%

EBITDA Margin 3.8% 25.1% 41.0% 56.4%

EBIT Margin -16.7% 8.6% 26.6% 44.5%

Net Income Margin -16.7% 7.9% 26.2% 35.2%

Key Metrics 20A 21E 22E 23E

EV/Sales 17.6x 11.4x 7.5x 4.7x

EV/EBIT Neg. N/A 28.4x 11.1x

P/E Neg. N/A 36.2x 13.3x
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Great potential for future growth
Inputs and insight from partners have shown that Vendo provides value for their stores, and
future scalability for Vendo is enabled. Furthermore, Covid-19 had a negative impact on 2020A
and is considered a significant threat, however, Covid-19 could be a future opportunity that
Touchtech can exploit. The new product (Digital Venue) is custom-made and right in time for
the current market in the pandemic since it enables B2B sales in a virtual format. Vendo, Digital
Showroom and Digital Venue are SaaS products paid via a monthly license fee.

Investment thesis

Low market penetration is expected to lead to a top-line of SEK 42.2mn in 2023E
In Sweden, there are approximately 30 000 brick-and-mortar stores and over 300 000 in the
United States. According to e-barometer’s data, e-commerce represents 25.0% of total retail
sales in Sweden, i.e., 75.0% of all sales are made physically in Sweden. According to The
Business Research Company, the global SaaS market is expected to grow SEK 1 881.5bn in
2020A to SEK 2 272.6bn in 2021E at a CAGR of 20.8%, leading to SEK 3 643.7bn in 2025E at a
CAGR of 12.5%. The number of stores and the percentage of physical sales in combination with
the expected SaaS growth shows great potential, and a low market penetration is expected to
lead to a top-line of SEK 42.2mn in 2023E.

Scalability in combination with Covid-19 facilitates future sales
Touchtech´s products add vital value to their customers, they enable smaller stores, fewer
employees, centralized distribution, and provide a modern and digital touch to the stores.
Bestseller stated the following “It is very interesting times for In-Store Ordering as it is truly
proving itself as not a nice to have gimmick but a core retail business. There is no way around it
anymore”. Vendo facilitates reduced costs for the stores, which is essential for the physical
stores to compete with the growing e-commerce. Covid-19 has had a large impact on physical
retail, and there is a need for improvements, Bestseller supports that Covid-19 has increased its
pace of digitalization. Hence, Covid-19 could prove to be a catalyst for future sales due to the
economic impact of the pandemic and increased e-commerce sales. Furthermore, Touchtech´s
business model is scalable, and it provides a low CAC (customer acquisition cost) for Touchtech
and a high switching cost for the customers.
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Scalability facilitates long-term stable growth.

Source: Analyst estimates

Physical stores are still vital
The pandemic is still a major risk, future lockdowns and negative economic impact for current
and potential customers is estimated to have a negative impact on Touchtech. Additionally, e-
commerce is increasing annually and is gaining market shares. However, studies show that the
most prominent reason why consumers prefer to shop in physical stores is to see, experience,
and test and feel the products in person before acquiring them, showing the importance of
Touchtech´s products.
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Financial forecast breakdown

A sales CAGR of 82.0% is estimated for Digital Venue during 2021E-2023E
Touchtech released their new B2B solution (Digital Venue) in Q4 2020. The demand showed to
be high. During the first three months, 10 deals were signed, each unit generating SEK 60.0tn
per year. Digital Venue has shown great potential due to Covid-19 and its impact; Digital Venue
facilitates B2B sales in a developed, modern, Covid-19 adapted format. Due to the high demand
for Digital Venue is an estimate of 20 new customers per year justifiable with an additional
10.0% annually increase, meaning 22 new customers for 2022E and onwards. Digital Venue is
developed in collaboration with Bestseller, providing Touchtech with both economical and
opinionated inputs. The collaboration shows the strength of real-life applicability, and Digital
Venue is ready for further expansion. The other operating income is expected to be 16.0% of
the net sales during 2021E to 2023E, it increased in 2020A due to Digital Venue. The operating
income includes service hours, installation, and hours to bespoke the product to the customer.

A revenue CAGR of 39.1% is expected for 2020A-2023E
Breaking down the previous rollout of Vendo’s for Bestseller, it is evident that continued
collaboration between Touchtech and Bestseller provides great potential. It took roughly two
and a half years for Jack and Jones to obtain 400 Vendo’s in its 600 stores. Bestseller has stated
that they are looking forward to announcing a new brand within the concern to add Vendo’s to
their stores (the concern consist of 18 brands and a total of 2 700 stores). Examining the roll-out
process of Vendo’s at Jack & Jones (Jack & Jones is part of the Bestseller concern), implementing
the historical rollout process of Vendo’s at Jack & Jones on the outstanding of the Bestseller
concern, it is estimated to imply the great potential for future revenue growth for Touchtech.
Moreover, examining the previously average growth pace of signing new customers, has
Touchtech, on average, acquired five new customers per year for the period of 2018A to 2020A,
each customer generates on average SEK 280.5tn per year (excluding Digital Venue). Based on
the estimated growth for the SaaS market in combination with a relatively low exposure within
the known customer portfolio (especially for Vendo), is an additional annual increase of 10.0%
reasonable.

Strong and stable growth margin.

Source: Analyst estimates
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Financial forecast breakdown

Income statement, SEKmn 2019A 2020A 2021E 2022E 2023E

Net sales 11.9 8.7 14.0 21.5 35.1

Other income 0.7 2.563 3.5 4.9 7.2

Total revenue 12.6 11.3 17.5 26.3 42.2

COGS 0.0 -0.5 -0.8 -1.2 -1.9

Gross profit 12.6 10.8 16.7 25.1 40.3

Gross margin 99.6% 95.7% 95.6% 95.5% 95.4%

Other external costs -3.8 -3.4 -3.9 -4.4 -5.1

Personnel costs -8.6 -7.0 -8.5 -9.9 -11.4

EBITDA 0.2 0.4 4.4 10.8 23.8

EBITDA margin 1.3% 3.8% 25.1% 41.0% 56.4%

D&A -1.9 -2.2 -2.9 -3.8 -5.0

EBIT -1.8 -1.8 1.5 7.0 18.8

EBIT margin -14.1% -15.6% 8.6% 26.6% 44.5%

Net financial items -0.1 -0.1 -0.1 -0.1 -0.1

EBT -1.9 -1.9 1.4 6.9 18.7

Taxes - - -0.3 -1.4 -3.9

Net income -1.9 -1.9 1.1 5.5 14.8

Net income margin -15.1% -16.7% 7.9% 26.2% 35.2%

Constant gross margin of 95.0% and an EBITDA margin expected to reach 56.4% in 2023E
The estimated increased sales are expected to lead to an increased COGS, i.e., the more devices
sold, the greater the COGS, therefore COGS is estimated to follow the percentage increase in
net sales. Therefore, the gross margin is estimated to be kept constant at 95.5%, and increased
margins have not been accounted for. For the period of 2017A to 2019A, Touchtech, on
average, hired 2-3 employees per year, 2020A has not been considered due to covid-19,
therefore it is estimated that Touchtech will increase their personnel by two in 2021E and three
in both 2022E and 2023E. The average employee amounts to SEK 1.5mn per year. Examining
other external costs an increase of 15.0% on a yearly basis is estimated for both other external
costs and other operating expenses. Given the estimated revenue for 2023E, subtracting the
estimated COGS and the OPEX will result in that the EBITDA margin is expected to be 56.4% in
2023E.

Positive net income in 2021E and a net income margin of 35.2% in 2023E
Touchtech´s average increase in acquisition of non-current assets per year during the period of
2017A to 2020A was 33.0%. For the same three-year period Touchtech account for an average
depreciation and amortization of 30.0% per year. Moreover, Touchtech must continue to
develop and improve its offerings to maintain and increase customer satisfaction as well as to
gain new market-shares. Based on the information outlined above it is expected that CapEx
won’t be altered, and the depreciation and amortization are estimated to increase by 31.5% per
year during the period of 2021E to 2023E. Net financial items are based on two accounts,
financial income and expenses. Financial income is an increase of SEK 0.5tn per year estimated,
and for financial expenses is a decrease of SEK 5.0tn per year expected. The estimates are based
on that Touchtech has sufficient cash on hand, and significant fundraising of capital is not
expected for the period of 201E to 2023E. Lastly, the marginal tax rate for 2021E will be 20.6%.
Touchtech is expected to turn profitable in 2021E, leading to a bottom line of SEK 14.8mn and a
net income margin of 35.2% in 2023E.
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Peer analysis justifies an EV/EBIT 13.5x target multiple, implying an upside of 40.0%
The peer median EV/EBIT for 2023E is 22.6x, Touchtech is currently trading at an EV/EBIT
multiple of 10.6x on 2023E. The peer table consists of companies that are active within the
same industry, they offer both hardware and software as a service, with the common
denominator of digital solutions. Touchtech is proportional to its peers, they provide similar
products and have reasonably close related business models. However, the target multiple takes
into account that there is a spread in market cap and enterprise value. Vertiseit is Touchtech´s
closest peer, they offer similar products, and their revenues are mainly based on license fees.
Touchtech has an estimated revenue CAGR of 39.1% for 2020A-2023E and an EBIT margin of
44.5% for 2023E, compared to Vertiseit´s revenue CAGR of 19.4% and an EBIT margin of 20.1%,
therefore is the higher multiple justified. However, due to the large spread in market cap and
enterprise value, is it valid to discount Touchtech´s target EV/EBIT multiple with 34.0% to 14.9x
in 2023E, implying a target price of SEK 34.8 and a potential upside of 40.0%.

Valuation

Key points that justifies the target multiple:

▪ A favorable revenue CAGR of 39.1% for 2020A – 2023E: Touchtech shows substantial greater
growth than all the peers, and their revenue CAGR is more than double as high as both the
median and average of the peers.

▪ A greater EBIT margin of 44.5%: The estimated EBIT margin for 2023 claims that Touchtech
is going to be more profitable than the peers in 2023.

Hence, an EV/EBIT target multiple of 14.9x in 2023E is a valid assumption for Touchtech. It is a
valid assumption when the differences in market cap and enterprise value are considered.
Considering the high revenue CAGR, EBIT margin and accounting for the faster-expected
revenue growth and the greater EBIT margin than to its closest peer, Vertiseit, therefore, is and
EV/EBIT target multiple of 14.9x justified. An EV/EBIT target multiple of 14.9x implies a target
price of SEK 34.8 and an upside of 40.0% for 2023E.

Peers-table Market Data (SEKmn) Financials Valuation

Market Cap Enterprise Value Revenue CAGR EBIT-margin EV/EBIT

Company Name Current (SEKmn) 2020A - 2023E 2023E 2023E

Vertiseit 273.0 285.5 19.4% 20.1% 9.0X

Upsales Technology 1 200.5 1 212.1 24.6% 18.5% 36.2x

Zetadisplay 594.8 627.1 16.7% 10.8% 8.6x

Addnode Group B 1 0140.1 1 0306.3 1.8% 6.4% 39.3x

Median 897.7 919.6 18.1% 14.6% 22.6x

Average 3 051.4 3 107.0 15.6% 14.0% 23.3x

Touchtech 204.5 198.4 39.1% 44.5% 10.6x

Source: Analyst estimates, Bloomberg 



Financial Analysis

6LINC, Research & Analysis | See disclaimer at the end

Management

Mikael Palm Andersson, Chairman of the board

Mikael is the chairman of the board and holds a degree in Law, and has

experience within business law, as well as running brands with strong growth.

Mikael has worked in growth companies partly as a board member and as an

operating manager. Nowadays, he is the CEO of the law firm Wåhlin.

Ownership: Unknown (N/A)*

Deniz Chaban, CEO

Deniz is the CEO and the founder of Touchtech. He holds a degree in Software

Engineering from Chalmers University in 2009. In 2014, Deniz received the

award, “The young entrepreneur of the year”, announced by the Founders

Alliance. Deniz has gained experience as a consultant at Ericsson during the

period of 2006 to 2007.

Ownership: 1 070 543 shares (13.0%)

Magnus Emilsson, Member of the board

Magnus holds a degree of Master of Science in Business and Economics from

Gothenburg University. He is an active serial entrepreneur who co-founded

MIND AB and is the founder of Emred International. Nowadays, Magnus is the

chairman of Visit Group, NA-KD and JetShop.

Ownership: Unknown (N/A)*

Mattias Wicksell, Member of the board

Mattias holds a diploma in Business Administration from IHM Business School

and has, for the past 20 years, made a career at Nike, where he has had many

different managerial roles. He has great experience in developing strategic

partnerships to meet a more digitalized world and consumer, as well as

knowledge of what global international companies' value and how they operate.

Ownership: Unknown (N/A)*

*New board selected in 2021-05-14, the ownership is currently unknown.

Tord Dyrssen, Member of the board

Tord holds a degree of Bachelor of Science in International Economics and

Business Administration from Lund University, and a Master of Business

Administration in International Marketing from ESCP Europe. He has a large

network and extensive experience in retail, business development and building

brands. Tord has over 30 years of experience in executive roles from brands

such as Ralph Lauren, Agona and Nautica.

Ownership: Unknown (N/A)*
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Management

Malin Zetterlund, Member of the board

Malin holds a Bachelor of Science degree in Media and Communication Science

from Gothenburg University, where she in addition has studied Social

Psychology. Malin has also completed courses in Strategic Public Relations at

Berghs school of communication. She has experience within HR and

communication from Stena Line and within PR management from Valentin

Experience. Nowadays, she is the CEO and co-founder of The Bond.

Ownership: Unknown (N/A)*

Johan Berndtsson, Member of the board

Johan holds a degree in Master of Science in Computer and Human Work

Science. Today, he is the CEO of a company that facilitates businesses to

strengthen their digital design and innovation capabilities, called Ambition.

Johan is also the co-founder and former Head of inUse.

Ownership: 1000 (N/A)

*New board selected in 2021-05-14, the ownership is currently unknown.
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Appendix

Income statement, SEKmn 2017A 2018A 2019A 2020A 2021E 2022E 2023E

Net sales 4.3 6.1 11.9 8.7 13.9 21.5 35.1
Capitalised work on own 
account 1.7 1.9 0.7 1.2 1.3 1.4 1.6

Other operating income 0.1 0.0 0.0 1.4 2.2 3.4 5.6

Total revenue 6.0 8.1 12.6 11.3 17.5 26.3 42.2

COGS -0.8 -0.3 0.0 -0.5 -0.8 -1.2 -1.9

Gross profit 5.3 7.7 12.6 10.8 16.7 25.1 40.3

Gross margin 87.2% 95.9% 99.6% 95.7% 95.6% 95.5% 95.4%

Personnel costs -4.9 -7.2 -8.6 -7.0 -8.5 -9.9 -11.4

Other external costs -3.7 -4.9 -3.7 -3.3 -3.8 -4.4 -5.0

Other operating expenses 0.0 0.0 -0.1 0.0 0.0 0.0 0.0

EBITDA -3.4 -4.4 0.2 0.4 4.4 10.8 23.8

EBITDA margin -56.2% -54.9% 1.3% 3.8% 25.1% 41.0% 56.4%

D&A -1.0 -1.4 -1.9 -2.2 -2.9 -3.8 -5.0

EBIT -4.4 -5.8 -1.8 -1.8 1.5 7.0 18.8

EBIT margin -73.1% -71.7% -14.1% -15.7% 8.6% 26.6% 44.5%

Net financial items -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1

EBT -4.5 -5.9 -1.9 -1.9 1.4 6.9 18.7

EBT margin -74.9% -73.3% -15.1% -16.7% 7.9% 26.2% 44.3%

Taxes - - - - -0.3 -1.4 -3.9

Net income -4.5 -5.9 -1.9 -1.9 1.1 5.5 14.8

Net income margin -74.9% -73.3% -15.1% -16.7% 7.9% 26.2% 35.2%
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Disclaimer
These analyses, documents and any other information originating from LINC Research &
Analysis (Henceforth “LINC R&A”) are created for information purposes only, for general
dissipation and are not intended to be advisory. The information in the analysis is based on
sources, data and persons which LINC R&A believes to be reliable. LINC R&A can never
guarantee the accuracy of the information. The forward-looking information found in this
analysis are based on assumptions about the future, and are therefore uncertain by nature and
using information found in the analysis should therefore be done with care. Furthermore, LINC
R&A can never guarantee that the projections and forward-looking statements will be fulfilled to
any extent. This means that any investment decisions based on information from LINC R&A, any
employee or person related to LINC R&A are to be regarded to be made independently by the
investor. These analyses, documents and any other information derived from LINC R&A is
intended to be one of several tools involved in investment decisions regarding all forms of
investments regardless of the type of investment involved. Investors are urged to supplement
with additional relevant data and information, as well as consulting a financial adviser prior to
any investment decision. LINC R&A disclaims all liability for any loss or damage of any kind that
may be based on the use of analyzes, documents and any other information derived from LINC
R&A.

Conflicts of interest and impartiality
To ensure LINC R&A’s independence, LINC R&A has established compliance rules for analysts. In
addition, all analysts have signed an agreement in which they are required to report any and all
conflicts of interest. These terms have been designed to ensure that COMMISSION DELEGATED
REGULATION (EU) 2016/958 of 9 March 2016, supplementing Regulation (EU) No 596/2014 of
the European Parliament and of the Council with regard to regulatory technical standards for
the technical arrangements for objective presentation of investment recommendations or other
information recommending or suggesting an investment strategy and for disclosure of particular
interests or indications of conflicts of interest.

Other
This analysis is copyright protected by law © BÖRSGRUPPEN VID LUNDS UNIVERSITET (1991-
2021). Sharing, dissemination or equivalent action to a third party is permitted provided that
the analysis is shared unchanged.
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