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Adapt and conquer  

 

 Tech company making smart network adapter solutions 

 Positioned in high-growth market (+50% annually)   

 Value potential NOK 3-16 per share 

 
Helping firms maximise their network performance 

Napatech is a Danish tech company which makes smart network 

adaptors (based on own-developed software and hardware) called 

“FPGA SmartNICs”. SmartNICs help enterprises monitor and improve 

network performance in a cost-effective way. Users of Napatech 

products are typically global blue-chip firms within the financial services, 

telecom and government sectors. 

Positioned in a large and fast-growing market 

Napatech has over 15 years of experience within SmartNICs. The 

technology is still in its infancy. In recent years, however, hyperscale 

cloud providers have increasingly adopted SmartNICs into their 

datacentres, due to the benefits of the technology. IHS expects that the 

market will quadruple over the next four years (’18-’22e). The strong 

interest in FPGA-based SmartNICs is also evident from the consolidation 

seen in recent years: companies such as Intel, NVIDIA, and Mellanox 

have all acquired SmartNIC players. 

High potential, needs to continue to deliver 

We see Napatech as a high-potential / high-risk investment case. The 

track record of the company is mixed, with both a rapid period of growth 

(2003-2012) and a growth stall (2013-2018). New management was put 

in place in 2018 and growth has been reignited (YTD: +50% sales growth 

y-o-y). We have pencilled in top line growth of 15% annually, and we 

estimate that the EBIT margin will move from -15% in ’19e to 12% in 

’22e. Based on Napatech’s business dynamics, we judge that the 

company can reach a 20% EBIT margin in a steady-state scenario. 

Based on the growth and scalability in the case we see a value range of 

NOK 3 to NOK 16 per share. The low point corresponds to 1.0x ’19e 

sales and the high point corresponds to 6.0x ’19e sales. 
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DKKm 2017 2018 2019e 2020e 2021e

Sales 206 106 162 183 210

EBITDA 14 -75 2 21 36

EBITDA margin (%) 6.7 -70.6 1.5 11.5 17.0

EBIT adj -24 -163 -22 3 15

EBIT adj margin (%) -11.6 -153.1 -13.7 1.5 7.0

Pretax profit -30 -192 -24 1 13

EPS rep 0 0 -0.28 0.01 0.12

EPS adj 0 0 -0.28 0.01 0.12

Sales growth (%) -12.2 -48.5 53.0 12.9 14.3

EPS growth (%) na na high 103.2 1,228.1

Source: ABG Sundal Collier, Company data

Lead analyst: Aksel Øverland Engebakken

Daniel Vårdal Haugland

Share price (NOK) 4.6

Communications Equipment, Denmark

NAPAT.OL/NAPA NO

MCap (NOKm) 381

MCap (EURm) 38.5

Net debt (EURm) 1

No. of shares (m) 83.1

Free float (%) 100.0

Av. daily volume (k) 18.3
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Napatech OMX CPGN PI

1m 3m 12m

Absolute (%) 285.7 267.2 -3.4

OMX CPGN PI (%) 1.6 2.6 4.5

Source: FactSet

2019e 2020e 2021e

P/E (x) -12.1 380.7 28.7

P/E adj (x) -12.1 380.7 28.7

P/BVPS (x) 4.41 4.35 3.64

EV/EBITDA (x) 123.1 14.5 8.5

EV/EBIT adj (x) -13.4 110.2 20.6

EV/sales (x) 1.84 1.66 1.44

ROE adj (%) -47.4 1.2 13.8

Dividend yield (%) 0 0 0

FCF yield (%) -7.3 -1.5 2.2

Net IB debt/EBITDA 4.4 0.8 0.4
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Geographical breakdown, sales, DKKm 

Source: ABG Sundal Collier, Company data 

Business area breakdown, sales, DKKm 

Source: ABG Sundal Collier, Company data 

Quarterly sales and adj. EBIT, DKKm 

Source: ABG Sundal Collier, Company data 

 

    

Opportunities
Napatech is positioned in a global market where we 

expect to see double-digit demand growth for the 

foreseeable future. If the company can grow with the 

market over time, we assess that it could potentially 

scale its operating margin significantly, towards 20%. 

Risks
Napatech is a small company (<100 employees), which 

faces major global competition. It is uncertain whether 

Napatech will be able to grow with the market. Also, 

Napatech needs to ramp-up and establish new market 

verticals in order to achieve double-digit growth over 

time, and its ability to achieve this is uncertain.  
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Company description
Napatech is a tech company that develops and markets 

smart network adaptors and related solutions (both 

software and hardware). It sells primarily to large global 

OEMs (+140 customers), which then sell to end-users. 

The end-users of Napatech solutions are typically large 

firms within sectors such as telecommunications, 

financial services, and governments.  
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Summary 

Napatech, accelerating customer performance 

Napatech is a Danish tech company which makes integrated solutions (based on 

own-developed software and hardware) that help enterprises increase their network 

performance in a cost-effective way. The company’s main product is called a 

“SmartNIC,” which can be used for many things: it can analyse and improve 

performance in the customer’s network, and it can also be used as a highly flexible 

and resource-efficient way to make virtualisation solutions (i.e. running applications 

in software rather than hardware, such as for virtual switching).  

 

NAPA’s technology should have a structural growth runway 

We see the following as broad mega trends: (1) Increased network speeds, (2) 

more focus on cyber security and controlling data flows, and (3) running more 

applications on software rather than hardware. Because Napatech provides 

solutions to the abovementioned challenges, the company seems to be well 

positioned, with an addressable market that will see structural growth: Industry 

experts at IHS agree, and expect that the SmartNIC market will see a +50% CAGR 

(’19e-’22e).1  

IHS expects the market to increase 4x by ’22e 

 

Source: ABG Sundal Collier, IHS 
 

Demand growth drivers 

 

Source: ABG Sundal Collier, company data 
 

                                                

1 IHS 2018 report. 

 Accommodate the need for higher network performance

 E.g. boost datacentre performance by freeing up CPU 

cores

 Improve monitoring and analyse data flow in network

 E.g. optimise network analyser applications such as 

«Wireshark» with a lower strain on your servers

 Optimise cyber security

 E.g. used in Symantech data loss prevention 

solutions

 Enhance virtualisation solutions

 Improve performance and reliability of virtual switch 

solutions at a lower ownership cost

Napatech overview 

 

Source: ABG Sundal Collier, company data 
 

Napatech SmartNIC

+ Napatech software suite

Napatech solution Open standard servers Different applications can be optimised

 Network Management (NM)
• Monitor, troubleshoot and improve network and 

application performance

• ~2/3 % of current revenue base

• Company expects 10% growth for segment

 Cyber Security & Other
• Deliver data to intrusion detection systems etc.

• 1 / 3 of current revenue

• Company expects 40% growth for Security and 

Security to outpace NM in sales by ’23e 

 Virtualisation Acceleration
• New growth product

• Company sees Virtualisation as the major growth

driver by ’25e driven by 56 deployment

Price range: $1,500 – 10,000 Dell / HPE server etc.

(i.e. hardware independent)

Napatech H1’19 run rate sales DKK 176m, 

71% gross margin 
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Long experience and high organisational competence 

Napatech has ~85 employees,2 most of which are engineers. The company has 

worked with next-generation programmable and intelligent network adaptors for 

over 15 years. We judge that this competence in product design, software solutions, 

and customer/partner relationships is valuable, and difficult to replicate over a short 

period.  

  

Management with proven ability to turn around the business 

Napatech had a very difficult 2018, which resulted in revenue decline of ~50% y-o-y, 

and management changes. Ray Smets (CEO) and Heine Thorsgard (CFO) came 

onboard at the end of that year.  

                                                

2 According to company. 

Overview of Napatech 

 

Source: ABG Sundal Collier, company data 
 

Overview of the turn-around in Napatech 

  

Source: ABG Sundal Collier, company data 
 
 

Years Napatech

has worked on

FPGA technology

15+ 20+

15+

Average years of 

experience of 

Napatech

employees

Average years of 

engineer FPGA 

experience

+150

Customers 

globally

15+

Patents 

granted

Napatech today Napatech history

246
256 250

206

171

139

120

Q1'17 Q2'17 Q3'17 Q4'17 Q1'18 Q2'18 Q3'18

 Delayed/canceled projects

 Pandion product did not perform

 No growth in existing customer portfolio

 Inventory correction at OEM level

Napatech - Sales (DKKm)

Reasons for 2018 sales halt

-50% y-o-y

(1) Sharp sales contraction in 2018

 Hiring a new CFO and revised leadership 

structure with changes in CTO and Chief Sales 

officer

 Executing on operational efficiency measures 

to preserve cash

 Incentivising sales on near term core revenue 

production

 Divesting of an underperforming product line 

(“Pandion”)

 Establishing a new product strategy form to 

assess all new product initiatives

 Setting up a new office center of technology 

 Take a one-off to revenue to improve access to 

revenue through channels

(2) Initiatives taken

 Three quarters in a row of positive cash flow 

driven by improved working capital balance

 Turned business back to positive EBITDA 

driven by 17% lower opex base and increased 

revenue

 Multiple design wins and customer growth has 

been re-ignited

(3) Results achieved

-56%

-43%

13%

72%

60%

Q2'18 Q3'18 Q4'18 Q1'19 Q2'19

Napatech - Sales growth y-o-y

Results achieved in H1’19
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The new management has succeeded in: (1) cutting the cash opex base by -30% 

(H1’19 vs. H1’18), (2) reducing working capital as a percentage of sales by >100 

p.p. (H1’19 vs. H1’18), and (3) recouping ~70% of the sales Napatech lost in H1’18 

vs. H1’17. This has resulted in positive FCF for H1’19 of DKK 5m. Moreover, 

management has guided for full year 2019 sales of DKK 165m3, which implies 

underlying4 sales growth of  >30% y-o-y for ’19e. 

Napatech can aspire to a 20% operating margin  

Napatech has a gross margin of around 70%, which reflects that its product offering 

contains a mix of hardware and software. Napatech’s strategy going forward is to be 

more software oriented and we do not expect to see material pressure on the gross 

margin. Currently Napatech has overhead costs of >50% of sales, which we 

recognise is too high to be sustainable. Over time, if Napatech is successful in its 

growth endeavours we believe that it could potentially reach operating profit margins 

of ~20% through scaling on its SG&A base. 

 

Industry relationship: Gross- and EBIT margin 

 

Source: ABG Sundal Collier, FactSet database 
 

Industry relationship: sales and EBIT margin 

 

Source: ABG Sundal Collier, FactSet database 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                
3 Mid-point of sales guidance range of DKK 150m-180m, which was reiterated when the Q2 results were 

published. 
4 When adding back DKK 20m to 2018 sales, to adjust for an accounting reversal which makes 2018 
reported sales artificially low. The actual 2019e growth will therefore be substantially higher than the 

underlying growth. 
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Napatech should make an attractive acquisition target 

The sector5 has seen numerous high profile acquisitions in recent years. We believe 

that Napatech has a strong tech competence and its size suggests that it would be 

fairly attractive as an acquisition target.  

 

Value potential of NOK 3-16 / share. 

We believe Napatech has a value range of between NOK 3 and NOK 16 per share. 

The high end corresponds to ~6.0x ’19e sales and the low end corresponds to ~1.0x 

’19e sales. We judge the main risks in the investment case to be the following (see 

more in the “Risks” section): (1) limited track record for cash flow profitability, (2) 

being a very small player in a global sector, and (3) high key customer dependence.   

                                                
5 FPGA technology sector. 

Selected acquisitions in SmartNIC space 

 

Source: ABG Sundal Collier, company data 
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What is a “SmartNIC”? 

A NIC connects a server, PC or a storage box to a network (typically through 

Ethernet cable). A smartNIC can also offload application computation from the 

processor (CPU) to the NIC and also be re-programmed, depending on what 

type of application the NIC is purposed to optimize.  

 

A NIC is the hardware used to connect a PC/Server to a net (by wire) 

A Network Interface Controller (“NIC” “Network Adaptor” “LAN Adaptor” Physical 

Network Interface”) is the dedicated hardware used to connect a computer/server to 

an Ethernet network by cable. On laptops today, the NIC is often integrated on the 

motherboard of a computer6. We can emphasise that a NIC is for wired net 

connection as opposed to e.g. WiFI which is a wireless net connection technology.  

A smart NIC is a NIC that also offloads processing tasks from the server CPU 

A smart NIC is a network interface card (network adapter) that offloads 

processing tasks that the system CPU would normally handle. Using its own on-

board processor, the smartNIC may be able to perform any combination of 

encryption/decryption, firewall, TCP/IP and HTTP processing. It can also be re-

programmed to support new functions or protocols. 

 

                                                
6 https://www.dell.com/support/article/no/no/nodhs1/sln265720/vanlige-sp%C3%B8rsm%C3%A5l-om-nic-

en-ethernet-porten-p%C3%A5-en-pc-fra-dell?lang=no 

Simplified comparison between SmartNIC and traditional NIC 

  

Source: ABG Sundal Collier 
 

NIC vs. smartNIC  

 

Source: ABG Sundal Collier, company data,  
 

Traditional NIC

SmartNIC

Servers

Does processing tasks 

server would normally 

handle

Internet

Lower latency,

Better performance,

More secure

DATA

FPGA DATADATA

DATA

NIC Smart NIC

• Price: $10+

• Connect to network

• Price: $1,500+

• Connect to network

• Offloads processing tasks from CPU

• Re-programmable as required rather

than set in stone

• Typically made by FPGA, SOC or 

ASIC architecture
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When the performance level of the Ethernet is high (>10Gb/s) the processing 

overhead is high. One resolution is to use a smartNIC to offload processing from the 

CPU. This can increase performance, boost reliability of the function, and reduce 

the total cost of ownership for the application. For example, one can see a scenario 

where the alternative is more CPU cores, or offloading some of the processing to a 

SmartNIC, which is optimised for some type of application thereby freeing up CPU 

cores for other tasks. The SmartNIC can therefore deliver high performance and 

flexible data processing. In practice, you can make a smartNIC based on different 

technologies such as FPGA, ASIC and SOC. SOC delivers high flexibility, while 

ASIC is a simple efficient alternative. FPGA is somewhere in-between7 and the 

alternative is used by hyper scale data centre provider Microsoft Azure. 

 

                                                

7 https://www.usenix.org/sites/default/files/conference/protected-files/nsdi18_slides_firestone.pdf 

https://www.usenix.org/sites/default/files/conference/protected-files/nsdi18_slides_firestone.pdf
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Why should one use a smartNIC? 

Four examples of drivers for adoption of SmartNIC 
Below we highlight different needs that drive adoption of SmartNIC. The common 

denominator is that the SmartNIC can offload the workload to the NIC from the 

CPU. This can result in increased performance which we highlight below.  

 
Agility: While it is difficult to update the hardware infrastructure at a rapid pace, 

infrastructure providers (providing IaaS) want to update the applications that run on 

the infrastructure at a continuous pace. A SmartNIC on SoC or FPGA architecture 

can be programmable and able to accommodate changing needs on the network 

side. This makes it possible to be flexible at the software application level while 

being (more) fixed at the hardware level.    

Lower datacentre tax: Infrastructure typically runs the applications but it also runs 

low-level software components that can comprise almost 30%8 of all processor 

cycles in production datacentres. The constituents of this " datacentre tax",  the 

necessary components to do distributed computation (data serialization, 

compression, remote procedure calls) or more generally storage, networking 

security services take up a lot of the computation cycles and if this can be offloaded 

to a SmartNIC you can reduce the utility cycles in CPU.   

Application acceleration SmartNIC can be used to provide better performance 

and reduced latency. Programmable SmartNIC can be tailored to speed up specific 

critical workloads to enhance system performance. SmartNIC can do 

encryption/decryption, firewall, HTTP processing, TCP/IP etc.  

Monitoring and optimisation SmartNIC can be used to monitor a network with 

zero packet loss. This can be important when trying to meet compliance needs and 

preventive measurements, such as threat detection and identity management.  

                                                

8 https://dash.harvard.edu/handle/1/37945003?show=full 

4 examples of drivers for adoption of SmartNIC 

 

Source: ABG Sundal Collier, company data.  
 

 Hardware provisioning updated infrequently

 SmartNIC can make network infrastructure accommodate 

changing needs on the application level (with fixed hardware)

 FPGA/SOC based SmartNICS can be programmed for 

workload specific optimisation

 Infrastructure can use as much as 30% of their computational 

power on overhead computation (“datacentre tax”)

 SmartNIC can offload this workload (storage, networking 

security services) 

 Optimisation of work load frees up CPU power and let the 

processors work on revenue generating applications instead

 SmartNICS can be programmed to reduce latency / increase 

throughput and thereby accelerate applications

 This can be highly valuable in time-critical workloads such e.g. 

within Financial Services sector

 SmartNICS can be used to monitor networks’ data flow with full  

traceability through timestamping and zero packet loss

 Full visibility of data network is a prerequisite for solid network 

identify detection and also for preventing network threats.

 Incident management, real time data alerts, network validation 

are enabled by SmartNICs

Agility and flexibility Infrastructure optimisation

Application acceleration Better security

https://dash.harvard.edu/handle/1/37945003?show=full
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SmartNIC market 

Market forecast is to grow by 54% p.a. 
In 2018, the total NIC market generated revenues of ~USD 1,375m, up ~20% from 

20179. SmartNIC made up ~10% of the market, generating ~USD 140m in 

revenues. According to both Markit and Cavium, the SmartNIC market is poised to 

grow considerably, as SmartNIC is estimated to make up ~31% of the total NIC 

market by 2022 and generate ~USD 950m in revenues. This increase represents a 

~54% CAGR.  

 

FPGA, ASIC and SoC based SmartNICs 

The SmartNIC market can be divided into the three segments based on what kind of 

technology is used: ASIC, SoC and FPGA. ASIC-based are built specifically for a 

specific task, and can’t be changed to perform other tasks. SoC (System on chip), 

uses a standard chip, which is very flexible and can perform a range of tasks. FPGA 

(Field programmable gate array), is something in between the two. It is built to 

perform a set of tasks, but can also be reprogrammed to perform other tasks, 

although this can be both difficult and costly. 

 

All three technologies have pros and cons, and there is no clear cut answer to which 

is the best as they all cater to different requirements. ASICs are meant for 

                                                
9 https://marketing.napatech.com/acton/attachment/14951/f-78b8d967-3744-4bbf-850c-

079ce9478677/1/-/-/-/-/Napatech_Company_Presentation_February_2019.pdf 

SmartNIC market size and share of NIC market, IHS Markit* and 
Cavium** forecast 

 

Source: ABG Sundal Collier, IHS Markit, Cavium, *Markit estimates, **Cavium estimates 
 

SoC, FPGA and ASIC comparison 

 

Source: ABG Sundal Collier, Microsoft Azure 
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accelerating specific functions, it has excellent price and performance, but is limited 

to pre-defined capabilities10. SoC on the other hand, is very flexible. It is also 

relatively cheap but with lower efficiency. FPGA is the most expensive and is also 

the hardest to program. However, FPGA boasts an excellent performance and is 

more flexible than ASIC. 

 

 

FPGA SmartNIC estimated to dominate market 

FPGA SmartNIC is estimated to be the main driver for the SmartNIC market, FPGA 

SmartNICs are forecasted to generate ~USD 1.4bn in revenues by 202511. FPGA 

chips are supplied by the two major chip vendors, Intel and Xilinx, to major cloud 

companies such as Microsoft Azure, Amazon web services, Tencent Cloud and 

Alibaba Cloud, all of which have standardized FPGA SmartNICs. Microsoft Azure 

made the case for the use of FPGA-based SmartNICs12, which it said offered the 

perfect balance between performance and flexibility. Napatech’s expertise with 

FPGA-based technology can therefore be a competitive advantage as significant 

market growth is expected in the coming years.       

 

The market for SmartNIC software 

IHS Markit estimated that there would be USD 1.67bn in opportunity for the 

SmartNIC13 market in 2018, while TAM for software and hardware would be USD 

2.5bn-3bn.14 Based on these figures we did a rough estimate of a ~40/60 revenue 

split between software and hardware for SmartNICs in 2018-2022. This represents 

software and hardware revenues of ~USD 53m and ~USD 83m in 2018 and 

software and hardware revenues ~USD 382m and ~USD 572 in 2022. It is worth 

noting that if we were to look only at the SmartNIC market, software might make up 

a larger share of revenues, as SmartNIC is more advanced and software heavy 

than NICs. FPGA, which is the main technology used in SmartNICs, is also both 

difficult and expensive to program. This is why we believe that there will be a market 

                                                
10 https://blog.mellanox.com/2018/08/defining-smartnic/ 
11 https://marketing.napatech.com/acton/attachment/14951/f-78b8d967-3744-4bbf-850c-
079ce9478677/1/-/-/-/-/Napatech_Company_Presentation_February_2019.pdf 
12 https://www.ethernitynet.com/blog/microsoft-azure-makes-the-case-for-fpga-based-smartnics/ 
13 IHS was referring to programmable NICs and offload NICs, which in this instance we have defined as 
SmartNICs. 
14 https://marketing.napatech.com/acton/attachment/14951/f-061b/1/-/-/-/-

/Napatech_Q2_2018_Presentation.pdf 

NIC market segmentation 

 

Source: ABG Sundal Collier, Napatech 
 

Napatech Products

 FPGA SmartNIC 1-200G

 SmartNIC Virtualization

1-100G

 Link Capture Software for 

Intel Arria

Network Interface Card (NIC)

SmartNIC

SoC ASIC
Big players

 Mellanox (SmartNIC)

 Broadcom (SmartNIC)

 Netronome (SmartNIC)

 Intel (chip vendor)

 Xilinx (chip vendor)

FPGA

https://blog.mellanox.com/2018/08/defining-smartnic/
https://marketing.napatech.com/acton/attachment/14951/f-78b8d967-3744-4bbf-850c-079ce9478677/1/-/-/-/-/Napatech_Company_Presentation_February_2019.pdf
https://marketing.napatech.com/acton/attachment/14951/f-78b8d967-3744-4bbf-850c-079ce9478677/1/-/-/-/-/Napatech_Company_Presentation_February_2019.pdf
https://www.ethernitynet.com/blog/microsoft-azure-makes-the-case-for-fpga-based-smartnics/
https://marketing.napatech.com/acton/attachment/14951/f-061b/1/-/-/-/-/Napatech_Q2_2018_Presentation.pdf
https://marketing.napatech.com/acton/attachment/14951/f-061b/1/-/-/-/-/Napatech_Q2_2018_Presentation.pdf
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for third-party software companies, with FPGA expertise. The exception would be 

some big companies such as Microsoft and Amazon, which could potentially do 

FPGA programming in-house. Although FPGAs could be hard to program for 

software developers, Microsoft Azure has been able to use in-house hardware 

designers to program FPGAs.   

 

Cybersecurity is the main application area for SmartNICs 
A survey done by IHS Markit in 201715, found that security and network protocol 

analysis (through applications such as Wireshark and Snort etc.) were the main use 

cases for SmartNICs. The survey also forecasted that the demand for these use 

cases would increase significantly by 2019. In another 2017 survey,16 66% of IT 

professionals said security was their main concern in adopting enterprise cloud 

computing strategy, which indicates that security could be a big reason to use 

SmartNICs by cloud service providers going forward. 

Cyber Security demand to protect data and data flow 

Cyber security has become increasingly more important for businesses. From 2016 

to 2017 the annualized cost of cyber-crime increased by ~27%17. In order to protect 

businesses from cyber threats, SmartNIC solutions deliver data to security 

applications, so that threats can be identified and protected against faster. 

SmartNIC products provide intrusion prevention systems with detailed information 

about the network, helping them stop attacks, protect against data leaks and obtain 

accurate records of events (i.e. data flow), even at speeds beyond 100G.  

As can be seen below, the global spending on security is large and the categories 

Infrastructure Protection and Network Security (key Napatech categories) account 

for close to USD 30bn dollars according to Gartner. These grow at ~10% per annum 

(see LHS table below). The sectors that are typically highlighted as big spenders on 

security are financial services, defence and manufacturing.  

 

  

                                                
15 Based on survey of 151 North American enterprises with data centers and 100+ employees. 
16 https://www.logicmonitor.com/wp-content/uploads/2017/12/LogicMonitor-Cloud-2020-The-Future-of-
the-Cloud.pdf 
17 https://www.accenture.com/_acnmedia/pdf-62/accenture-2017costcybercrime-us-final.pdf#zoom=50 

Estimated market size of SmartNIC software and hardware (USDm) 

   

Source: ABG Sundal Collier, IHS Markit 
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Global average cost of cyber-crime* 

 

Source: ABG Sundal Collier, Gartner 2018 
 

Average annualized cost by industry sector 

 

Source: ABG Sundal Collier, Accenture, consolidated view of 254 
companies 
 

 

Financial Services 

In today’s financial system, where computers account for 50-60% of market trades 

of a typical trading day18, there are extremely high latency requirements, as millions 

of shares can be traded in a nanosecond and delays can cost millions. It is 

important for financial institutions to be able to detect and control latency. SmartNIC 

accelerators (as delivered by Napatech) deliver data that make delays visible by 

measuring the exact time of each trade down to the nanosecond and giving each 

packet a time stamp. This can help guarantee zero loss of data packets. The 

precise time-stamping lets financial institutions detect and compensate for network 

delays. Precise time-stamps are also important from a regulatory and compliance 

perspective, such that institutions can sequentially reconstruct all relevant trading 

events. 

Telecom Operators 

Telecom operators are faced with the challenge of meeting the significant increase 

in demand for mobile data. In 2017, global mobile data traffic grew by ~71%19 due to 

an increased number of devices and media heavy applications. This requires 

expensive investments in network infrastructure. SmartNOC solutions can deliver 

data to telecom operators, which can be used to analyse subscriber behaviour and 

usage. Operators can use this data to adjust their services, improving quality while 

also better managing bandwidth involving data intensive applications. The data on 

the underlying network performance can also be used to gauge availability and 

reliability of the network.     

 

 

 

 

 

                                                
18 https://money.cnn.com/2018/02/06/investing/wall-street-computers-program-trading/index.html 
19 https://www.cisco.com/c/en/us/solutions/collateral/service-provider/visual-networking-index-vni/white-

paper-c11-738429.html#_Toc953325 

Market Segment 2017 2018 2019

Application Security 2,434 2,742 3,003

Cloud Security 185 304 459

Data Security 2,563 3,063 3,524

Identity Access Management 8,823 9,768 10,578

Infrastructure Protection 12,583 14,106 15,337

Integrated Risk Management 3,949 4,347 4,712

Network Security Equipment 10,911 12,427 13,321

Other Information Security Software 1,832 2,079 2,285

Security Services 52,315 58,920 64,237

Consumer Security Software 5,948 6,395 6,661

 Total 101,544 114,152 124,116 18.28
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https://money.cnn.com/2018/02/06/investing/wall-street-computers-program-trading/index.html
https://www.cisco.com/c/en/us/solutions/collateral/service-provider/visual-networking-index-vni/white-paper-c11-738429.html#_Toc953325
https://www.cisco.com/c/en/us/solutions/collateral/service-provider/visual-networking-index-vni/white-paper-c11-738429.html#_Toc953325
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Infrastructure and Defence 

As more and more information is being digitalised, there is also an increasing threat 

from cyber-attacks. Our identities, sensitive information and public infrastructure are 

now in large part accessed and controlled through networks, and then subsequently 

exposed to cyber-attacks. Global spending on security products and services is 

estimated to reach ~USD 115bn in 2018, ~12% up from 201220. Government can 

use SmartNICS to ensure they monitor all data running through the network. In 

addition to recognising malware and other threats (preventive measurement), it can 

also be used to optimise performance. 

 

Network Management 

The significant increase in web-based applications and demand for data delivery are 

requiring better performances from corporate networks. SmartNIC solutions help 

deliver data faster, more efficiently and on demand to applications that require 

system uptime and performance. With access to more detailed data from the 

network in real time, it is easier to analyse problems from past data and prevent 

future reoccurrences. Monitoring of latency and response times, through the use of 

SmartNIC solutions, can help applications optimize efficiency.      

                                                
20 https://www.gartner.com/en/newsroom/press-releases/2018-08-15-gartner-forecasts-worldwide-

information-security-spending-to-exceed-124-billion-in-2019 

Estimated global mobile data traffic, 2017-2022 

l  

Source: ABG Sundal Collier, Cisco 
 

US fraud victims and losses from 2015-2017 

 

Source: ABG Sundal Collier, Javelin 
 

12

19

29

41

57

77

11

21

31

41

51

61

71

2017 2018 2019 2020 2021 2022

Exabytes/month
CAGR: 45%

22.1

19.3

16.4
15.5 16.2 16.8

12.6 13.1
1…

13.1

15.4
16.7

0

5

10

15

20

25

12

14

16

18

20

22

2012 2013 2014 2015 2016 2017

Fraud Losses Fraud Victims

million USDbn

https://www.gartner.com/en/newsroom/press-releases/2018-08-15-gartner-forecasts-worldwide-information-security-spending-to-exceed-124-billion-in-2019
https://www.gartner.com/en/newsroom/press-releases/2018-08-15-gartner-forecasts-worldwide-information-security-spending-to-exceed-124-billion-in-2019


Napatech 

 

25 September 2019 ABG Sundal Collier 16 

 

Devices accessing mobile networks 

 

Source: ABG Sundal Collier, Cisco 
 

Average mobile network connection speed 

 

Source: ABG Sundal Collier, Cisco 
 

 

Cloud and Data Centre 

Detecting unauthorized activity within networks and applications and securing 

sensitive information are important use cases for SmartNICS within datacentres. 

One can also offload network monitoring and performance analysis so the servers 

can function on their core task of running customer applications and systems.  

Cloud services key driver of SmartNIC market 
The main reason why there is a demand for SmartNICs is that the workloads on 

modern data centres impose too much networking overhead on CPU cores, which is 

why companies are looking for ways to offload CPU processing. 

There has been demand for higher Ethernet capacity and speeds, in part driven by 

the rise of IoT, 5G and Cloud Computing. This trend is reflected in the optical 

transceiver market. Deployments of high-speed Ethernet adapter shipments were 

up almost 50% y-o-y in Q2’18, with the market projected to reach ~USD 10bn by 

2020.21 It is estimated high speed transceivers will make up an increasingly bigger 

share of the market, with forecasts that 25GbE and above speeds will represent 

87% of the market by 2022, compared to 25% in 2016. The imminent 200 and 400 

Gbps optical transceivers could also hold a fraction of market share in the future. At 

performances above 10G, processing overheads starts to become an issue, and a 

solution is now to offload some of the processing to the NIC. Mellanox, which has a 

70% market share for adapters faster than 10G, has devoted much development of 

SmartNICs to solve this problem. The shift towards more high speed Ethernet could 

therefore drive future growth in the SmartNIC market. 

Speed of high-speed transceivers   

 

Source: ABG Sundal Collier, IEEE ComSoc 
 

High-speed Ethernet adapter market is growing 

 

Source: ABG Sundal Collier, Crehan 
 

                                                

21 https://techblog.comsoc.org/tag/25-100g-ethernet/ 
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According to Dell’Oro Group, most of the SmartNIC volume in Q1’18 came from 

cloud service providers22. Microsoft Azure, Amazon web services, Tencent Cloud 

and Alibaba Cloud all have standardized on FPGA SmartNICs. Modern cloud 

architectures rely on implementing policies such as tunnelling for virtual networks, 

security, and load balancing23. These networking stacks are becoming increasingly 

complex, and take away processing power from CPUs, which can increase costs, 

latency and performance. SmartNICs have for many therefore, become a viable 

solution to the problem. Since late 2015, FPGA SmartNICs have been deployed on 

all new Microsoft Azure servers in a fleet of over 1m hosts. As the cloud services 

market is growing at ~16% CAGR in 2016-2020e, we believe it could be the key 

driver of SmartNIC demand going forward. 

 

  

                                                
22 https://www.prnewswire.com/news-releases/cloud-service-providers-drove-most-of-the-smart-nic-
adapter-volume-in-1q18-according-to-delloro-group-300661724.html 
23 https://www.microsoft.com/en-us/research/uploads/prod/2018/03/Azure_SmartNIC_NSDI_2018.pdf 

https://www.prnewswire.com/news-releases/cloud-service-providers-drove-most-of-the-smart-nic-adapter-volume-in-1q18-according-to-delloro-group-300661724.html
https://www.prnewswire.com/news-releases/cloud-service-providers-drove-most-of-the-smart-nic-adapter-volume-in-1q18-according-to-delloro-group-300661724.html
https://www.microsoft.com/en-us/research/uploads/prod/2018/03/Azure_SmartNIC_NSDI_2018.pdf
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Cloud services revenue forecast (USDbn)                
  

 

Source: ABG Sundal Collier, Gartner 
 

Cloud IT infrastructure expenditure by 
deployment type 

 

Source: ABG Sundal Collier, IDC 
 

 

Market composition 
The SmartNIC market is fairly consolidated, with a few big companies such as Intel, 

Mellanox and Xilinx having leading market positions within SmartNIC FPGA 

hardware. Intel is the market share leader for 10GbE adapters as well as for total 

high-speed Ethernet adapter and controller shipments, accounting for over 60% of 

total Q2’18 volumes24. At speeds above 10GbE, Mellanox accounted for more than 

70% of ports shipped. Few of these adaptors are SmartNICs, but the figures can 

give some indication into which players have market leading positions. Mellanox, 

has made significant investments into the development of SmartNICs to deal with 

CPU overheads from such high speeds. As the market is still fairly small, SmartNIC 

represents just a tiny share of revenues for these companies.  

 

One must understand that there is an extremely large difference in size between the 

players in the SmartNIC sector. Those who are semiconductor companies are by far 

                                                
24 http://www.crehanresearch.com/wp-content/uploads/2018/09/CREHAN-Data-Center-Networking-CR-

2Q18.pdf 

182

214

250

289

331

0

50

100

150

200

250

300

350

400

2016 2017 2018 2019 2020

CAGR: 16%

67% 62% 57% 54% 51% 48%

13%
15%

17% 18% 19% 21%

20% 23% 26% 28% 30% 32%

2015 2016 2017 e2018 e2019 e2020

Traditional DC Private Cloud Public Cloud

SmartNIC space 
 

 

Source: ABG Sundal Collier, Napatech 
 

Solution Completeness

H
a

rd
w

a
re

 I
n

d
e

p
e

n
d

e
n

t 
S

o
ft

w
a

re

Napatech

Intel, Xilinx

(Mainly FPGA 

chip hardware)

Ethernity, Silicom DEN, Endace, 

CSPI, New Wave DV
Mellanox

Netronome, Marvell
(NPU/NFP -based SmartNIC

solutions)

Enyx, Bittware, 

Reflexces
( designs [IP] and services to 

build ASIC custom solutions)

http://www.crehanresearch.com/wp-content/uploads/2018/09/CREHAN-Data-Center-Networking-CR-2Q18.pdf
http://www.crehanresearch.com/wp-content/uploads/2018/09/CREHAN-Data-Center-Networking-CR-2Q18.pdf


Napatech 

 

25 September 2019 ABG Sundal Collier 19 

 

the biggest in terms of the number of employees. Several of the companies in the 

sector have a business that expands outside networking equipment (e.g. Intel, 

Marvell). Napatech is a mid-sized player among the smaller players. In addition to 

SmartNIC players, there are a number of large basic NIC players such as Mellanox, 

HP, Intel, Broadcom etc.  

 

With the shift towards cloud based solutions, which is a key driver of SmartNIC 

demand, we believe the hardware market will become increasingly consolidated. It 

is estimated that Xilinx has a 60/40 market share lead over Intel.25 Xilinx is the 

supplier of FPGAs for Microsoft Azure, Amazon Web Services, Google Cloud and 

Alibaba. These four cloud service providers have an 84% market share. As more 

and more businesses shift from traditional data centres towards cloud services, and 

cloud services shift from traditional NICs towards SmartNICs, we believe that Intel 

and Xilinx will take up a larger share of the SmartNIC hardware market.  

 

                                                
25 https://www.hpcwire.com/2019/08/06/xilinx-vs-intel-fpga-market-leaders-launch-server-accelerator-

cards/ 

Companies within SmartNIC space ranked by # of employees 

 

Source: ABG Sundal Collier, company data, LinkedIN Note: The number of employees associated with a 

company on LinkedIn is often slightly higher than the actual number of employees due to board of 
directors and usually some former employees have not been removed from the list that LinkedIn 
provides. We have not made any adjustments to the LinkedIn numbers.  
 

Public cloud market dominated by Amazon, Microsoft, Google and 
Alibaba 

 

Source: ABG Sundal Collier, Gartner, Goldman Sachs 
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The FPGA and SmartNIC market has become further concentrated over the last 

year, as there have been a number of large M&As. In 2019, Intel acquired FPGA 

producer Omnitek while Xilinx acquired Solarflare SmartNIC. In 2018, Marvell 

acquired the SmartNIC solutions company Cavium for a transaction price of ~USD 

5.5bn26. NVIDIA and Mellanox have also reached a definite agreement under which 

NVIDIA will acquire Mellanox27 for ~USD 6.9bn. See more in M&A section.  

While we believe there are relatively high barriers to the SmartNIC hardware 

market, there seems to be lower barriers to the software market. The software 

segment does not require the same kinds of capital investments, reflected by a 

large number of smaller players in this segment. However, the case might be made 

that some players have built up a brand, and that extensive FPGA software 

experience could prove a significant advantage given the difficulty of programming 

in FPGA.  

The history of the SmartNIC 
While the first NICs came in the 1990s, the SmartNIC is a much more recent 

product, which in 2016 represented only 5% of the total NIC market. FPGA, which is 

the underlying technology used in many of today’s SmartNICs was invented by 

Xilinx in 1985. 

With the introduction of network processors, the concept of adding programmable 

software to NICs was researched in the early 2000s. However, these processors 

were used in specialized network appliances, instead of commodity servers where 

SmartNICs are used today28. Although research on this technology stopped in 2007, 

some of the research proved important with the development of the SmartNIC.  

Napatech has been in the industry of programmable accelerators since 2003, when 

it was founded and developed its first 10GbE accelerator. In 2011 it launched a 40G 

accelerator. Its first 100G SmartNIC was released three years later, in 2014. In 

2015, Napatech launched the industry’s first 200G accelerator.    

Microsoft demonstrated the feasibility of using FPGAs at scale to accelerate web 

searches on its Bing search engine in 2010. In 2013, the company launched Project 

Catapult, which utilised FPGA-enabled servers in a data server, showing significant 

improvements in latency. By the end of 2015, Microsofts AccelNet program 

introduced FPGA SmartNICs, which since have been deployed on all new Microsoft 

Azure servers in a fleet of over 1m hosts. 

                                                
26 https://www.anandtech.com/show/13055/marvell-completes-acquisition-of-cavium-gets-cpu-
networking-security-assets 
27 https://nvidianews.nvidia.com/news/nvidia-to-acquire-mellanox-for-6-9-billion 
28 https://www.sigarch.org/the-new-life-of-smartnics/ 

SmartNIC timeline 

 

Source: ABG Sundal Collier 
 

2000s

Napatech launch industry 

first 200G accelerator

1985 2003 2015

Xilinx invents first 

commercially 

viable FPGA

Napatech

founded, launch 

10G accelerator

Research of adding 

programmable 

software to NIC

2014

Microsoft introduce 

FPGA based SmartNICs

SmartNIC market 

generated ~USD 

140m in revenues

2018

Napatech release 

their first 100G 

SmartNIC

1990s

Production of the first 

NICs

2010

Microsoft start to use 

FPGAs to accelerate 

Bing search engine

2015

https://www.anandtech.com/show/13055/marvell-completes-acquisition-of-cavium-gets-cpu-networking-security-assets
https://www.anandtech.com/show/13055/marvell-completes-acquisition-of-cavium-gets-cpu-networking-security-assets
https://nvidianews.nvidia.com/news/nvidia-to-acquire-mellanox-for-6-9-billion
https://www.sigarch.org/the-new-life-of-smartnics/


Napatech 

 

25 September 2019 ABG Sundal Collier 21 

 

Since then, with the growth of cloud computing and large datacentres, SmartNIC 

has become increasingly more relevant. In 2016, SmartNICs represented ~6% of 

the NIC market with ~USD 55m in revenues. In 2018, the SmartNIC market 

generated revenues of ~USD 139m, ~10% of the total NIC market.  

 

SmartNIC revenue and share of total NIC market 

 

Source: ABG Sundal Collier, IHS Markit 
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Sector is under consolidation 

Small number of SmartNIC players left 
Within FPGA, there have been several larger M&A deals during the last few years. 

We assess the consolidation trend seen in the industry in the section below. 

Mellanox to be acquired by NVIDIA (announced March 2019) 
Nvidia announced that it would acquire Mellanox. Mellanox is a specialist within 

networking and Ethernet technology and is a leading supplier of adapters, switches, 

software, cables and silicon for markets including high-performance computing and 

datacentres.  

 
Strategic rationale for acquisition 

“With Mellanox, NVIDIA seeks to optimize datacentre-scale workloads across the 

entire computing, networking and storage stack to achieve higher performance, 

greater utilization and lower operating cost for customers. 

The data and computing intensity of modern workloads in AI, scientific computing 

and data analytics is growing exponentially and has put enormous performance 

demands on hyper-scale and enterprise datacentres. While computing demand is 

surging, CPU performance advances are slowing as Moore’s law has ended. This 

has led to the adoption of accelerated computing with NVIDIA GPUs and Mellanox’s 

intelligent networking solutions.” 29 

 

Acquisition price 

The bid price (USD 125 per share in cash) corresponds to an enterprise value of 

USD ~6.9bn.  

 

 

Xilinx to acquire SolarFlare30 
Solarflare is a fabless semiconductor and networking company with over half the 

employees working on developing chip and software design. It has over 200 

employees and over 2,200 customers.  

The company has solutions for remote network data packet capturing, network 

adapters (inc. smartNIC FPGA adaptors), application acceleration software (which 

according to the company is used by more than 95% of the world’s exchanges, 

                                                
29 https://nvidianews.nvidia.com/news/nvidia-to-acquire-mellanox-for-6-9-billion 
30 https://www.xilinx.com/news/press/2019/xilinx-to-acquire-solarflare.html 

Mellanox financials and acquisition multiples 

 

Source: ABG Sundal Collier, company data 
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large banks and high-frequency traders), and security solutions based on NIC 

(software defined as NIC with a built-in hardwall). 

Rationale for acquisition 

Solarflare has been a pioneer in key areas such as high-speed Ethernet, application 

acceleration, and NVMe-over-fabrics, which are the critical components needed to 

build the next generation of SmartNICs for cloud and enterprise technologies. 

Xilinx and Solarflare have collaborated on advanced networking technology for the 

last two years, with Xilinx becoming a strategic investor in 2017. The two companies 

recently demonstrated their first joint solution – a single-chip FPGA-based 100G 

SmartNIC, processing 100 million packets per-second, receiving and transmitting, at 

less than 75 watts. 

Acquisition price 

According to the Linley group, Solarflare was acquired for USD 400m31. As 

Solarflare was privately held we do not have financials for the company but 

according to FactSet it has USD 46m in sales, which would suggest EV/Sales of 9x. 

With 228 employees the price represents almost USD 2m/employee.  

 

Intel acquired Altera 
In 2015, Intel acquired Altera which was a leader within FPGA technology.  

Rationale:  

It was to strengthen the datacentre and IoT business for Intel32. Intel had a plan to 

offer Altera's FPGA products with Intel Xeon processors as highly customized, 

integrated products33. The companies also expected to enhance Altera's products 

through design and manufacturing improvements resulting from Intel's integrated 

device manufacturing model.  

 

Acquisition price 

Intel paid USD 16.7bn for Altera.  

                                                
31 FactSet MergerStat 
32 https://newsroom.intel.com/news-releases/intel-completes-acquisition-of-altera/#gs.u9htia 
33 https://www.design-reuse.com/news/37515/intel-altera-acquisition.html 

SolarFlare 

al  

Source: ABG Sundal Collier, company data 
 

 

 

 

 

 

 

SolarFlare

Sales (Last published, USDm) 46.3

# of employees 228

Bid multiples

EV / sales 8.6x

EV / employees 1.8x



Napatech 

 

25 September 2019 ABG Sundal Collier 24 

 

 

Did the acquisition price pay off for Intel? 

In 2018, Intel delivered 12% sales growth on the full year while the profit was flat y-

o-y. However, the recent quarterly sales growth has been negative and deteriorating 

(see below). The reason for the declining sales growth within “Programmable 

Solutions”, according to Intel, is due to slow sales for the datacentre segment. 

According to our knowledge, Intel was a supplier to Microsoft datacentres up until 

late 2018 but now it has, according to Bloomberg, lost some of the Microsoft FPGA 

account to Xilinx.  

Altera financials after acquisition 

 

Source: ABG Sundal Collier, company data 
 

Intel’s FPGA growth has started to decline: 

(Sales growth y-o-y) 

 

Source: ABG Sundal Collier, company data 

 
 

Avago acquires Emulex34 
Avago acquired Emulex for USD 606m in 2013 after the company had struggled 

and saw sales decline from USD 505m to 447m, with a USD 30m loss on the 

bottom line.35 This corresponded to EV / employees 0.5x and EV / sales 1.4x.36  

                                                
34 https://www.globenewswire.com/news-release/2015/02/25/709856/10121999/en/Avago-Technologies-
Limited-to-Acquire-Emulex-Corporation-for-8-Per-Share-in-Cash.html 
35 https://www.theregister.co.uk/2015/02/26/avago_buys_emulex/ 
36 Based on company data and LTM sales and employees at point of acquisition. 

Altera financials and acquisition multiples  

 

Source: ABG Sundal Collier, company data 
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https://www.globenewswire.com/news-release/2015/02/25/709856/10121999/en/Avago-Technologies-Limited-to-Acquire-Emulex-Corporation-for-8-Per-Share-in-Cash.html
https://www.globenewswire.com/news-release/2015/02/25/709856/10121999/en/Avago-Technologies-Limited-to-Acquire-Emulex-Corporation-for-8-Per-Share-in-Cash.html
https://www.theregister.co.uk/2015/02/26/avago_buys_emulex/
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This is Napatech  

Napatech value chain 
Below we show an overview of the Napatech value chain. We have also encircled 

the processes that we believe to be most important in the company based on the 

information disclosed by Napatech. 

 
Napatech products 

Napatech is a software and hardware company that develops products based on 

FPGA technology. Their primary product is a SmartNIC. Most customers today use 

the SmartNIC for network management solutions, but Napatech solutions can also 

be used for cyber security and virtual switching. Napatech sells primarily through  

OEMs.  

 

Napatech value chain overview 
 

 

Source: ABG Sundal Collier, company data. “Key part” is estimated by ABGSC 
 

Napatech product overview 

 

Source: ABG Sundal Collier, company data 
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The Napatech products solution, optimised for use in third party applications, is 

typically used for network monitoring and cyber security. Applications which 

Napatech supports include Wireshark, Suricata, Snort, TRex and Zeek.  

Napatech’s Customers 
Napatech offers a range of products to a fairly concentrated customer base. Napatech’s 

customers are typically OEM customers who package a smartNIC in their own solution 

and then re-sell it to their own end-users. An example of such OEM customers are 

Symantec, Cisco and Dell. Over the last decade, most of its design wins have been with 

large North American companies, which have accounted for a majority of revenues. 

This has made Napatech reliant on retaining its core customers.   

OEM customers account for most revenue  

According to Napatech, the OEM customer channel accounts for the largest part of 

the revenue, meaning that the OEM purchases Napatech SmartNICs and then 

integrates them into their own solution, which is then sold and branded by the OEM 

to the end user.  

Below we show examples of Napatech key customers. On the end-user side, major 

financial services firms and large telecom service firms are present. On the OEM 

side we have most of the major global server providers, (HP, IBM etc.) several large 

network firms (e.g. Cisco, Nokia etc.) and then specialised smaller network analysis 

and cyber security firms (NTOP, Savvious etc.).  

List of Napatech OEM customers 

 

Source: ABG Sundal Collier, company data 
 

List of Napatech end-user customer examples 

 

Source: ABG Sundal Collier, company data 
 

 

Reliant on a concentrated customer base 

Napatech’s customer base is highly concentrated, with a very small number of tier 1 

customers generating a large share of the revenue. Every year between 2012 and 

2018, at least 30% of revenues came from the top two customers. In 2015, the top 

two customers accounted for 42% of revenues, or ~DKK 91m. Napatech’s two 

biggest customers have since 2012 been based in North America.   

 

 

 

 

OEM customers Sector Country

Rohde & Schwarz Broad electronics USA

Astelia Network intelligence France

CA technologies Software company USA

Cisco Network & Comm. USA

Corvil Netowork analysis Ireland

CyberADAPT Network security USA

Dell PC / Server USA

Fujitsu PC / Server Japan

HP PC / Server USA

IBM PC / Server USA

Interview network services Network analysis Germany

Nokia Netowork solutions Finland

Ntop Network analysis Italy

NTT-TX Broad electronics Japan

Savvious Network security USA

Symantec Cybersecurity USA

Lenovo PC / Server China

Hewlett Packard PC / Server USA

End user customers Sector Country

SK telecom Telecom South Korea

Facebook Internet USA

Walmart Retail USA

Airtel Telecom India

Apple Technology USA

Citadel Financial Services USA

Thomson Reuters Financial Services USA

American Express Financial Services USA

Yahoo Internet USA

SPAWR Defence USA
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Share of revenue from top two customers 

 

Source: ABG Sundal Collier, Napatech 
 

Revenues from top customers 

 

Source: ABG Sundal Collier, Napatech 
 

 

 

Customer/revenue retention 
Since 2015, revenues from major customers have shifted rapidly. Revenues from 

customer #2 (see graph bellow), dropped from ~DKK 57m in 2015 to ~DKK 15m in 

2016. From 2017 to 2018 there was a significant drop in revenues from Napatech’s 

three largest37 customers. This might indicate that many of Napatech’s customers 

are on more short term deals. However, in 2017, 24% of revenues came from 

design wins from 2016 and 2017, indicating that a majority of Napatech’s revenues 

are coming from multi-year design wins. An example of this is a Q2’18 multi-year 

contract with a tier 1 telecom operator worth ~USD 1m/y, to help support them in 

their 5G expansion. 

 

 

                                                

37 Customers which generated the most revenues for Napatech. 
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Source: ABG Sundal Collier, Napatech 
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In recent years Napatech has not been able to retain some of its major customers, 

which has been reflected in its 2018 revenues. In Q1’18, Napatech reported 

revenues of ~DKK 22m, down from ~DKK 58m in Q1’17. This was a result of lost 

volume from current design wins in combination with a lack of new design wins.  

However, since Q4’18 the trend has turned upwards and revenues have increased 

to ~DKK 54m and ~DKK 38m. For Napatech, the effect of losing or gaining big 

customers can have a significant effect on the top-line.   

 

 

Demand for telecom and cybersecurity solutions 
Napatech has a long history of supplying large multinational tier 1 companies, such 

as Facebook, IBM and Neusoft. This is in large part due to SmartNICs being 

necessary only for companies with large scale datacentres, with high traffic and 

CPU overheads. 

 

 

Revenues from both new and old design wins dropped in 2018   

 

Source: ABG Sundal Collier, Napatech *New design wins are from last 5 quarters 
 

Napatech’s design wins with large customers  

 

Source: ABG Sundal Collier, Napatech, Oslo Stock Exchange 
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Based on announced design wins, most of Napatech’s projects are in within 

cybersecurity and telecom. The pie graph below shows a rough estimate of the 

share of announced design wins by end market38.  

 

About half of Napatech’s announced design wins are for 10G accelerators, with its 

four other core products accounting for ~1/8 of announced design wins. As there is 

limited data about the size of each design win, it is worth noting that this might not 

be reflected in the product revenue split. Napatech’s Pandion network recorder 

product line was sold to CounterFlow AI in 2018. 

 

North America the key driver of changes in revenues 
Most of Napatech’s revenues come from sales in North America. Between 2012 and 

2017 the North American market accounted for ~75% of Napatech’s revenues, while 

EMEA accounted for ~18%. However, based on announced design wins, the 

geographical distribution is much more even between Europe, North America and 

Asia as seen on the pie-graph bellow. This might indicate that the North American 

market is much more consolidated, with a number of big customers. Napatech’s two 

biggest customers each year between 2012 and 2018 have all been based in North 

America.    

                                                

38 Excluded if unspecified. 

New design wins announced by end market* 

 

Source: ABG Sundal Collier, Napatech, *based on announced design wins, excluded if unspecified 
 

Announced design wins split by product 

 

Source: ABG Sundal Collier, Napatech 
 

Cybersecurity

Telecom

Financial Services

Defense & Infrastructure

1G

10G

40G

100G

Pandion



Napatech 

 

25 September 2019 ABG Sundal Collier 30 

 

Revenue split by region, dominated by NAM* 

 

Source: ABG Sundal Collier, Napatech, *North America 
 

New design wins announced by geography* 

 

Source: ABG Sundal Collier, Napatech, *based on announced design 

wins, excluded if unspecified 
 

 

From 2017 to 2018, Napatech’s revenues from American customers decreased by 

~65% to ~DKK 54m, while revenues from the rest of the world actually increased. 

An estimated ~50% of this decrease was caused by lower revenues from 

Napatech’s top three customers in 2017, which were all based in North America. 

This shows how exposed Napatech’s North American market is to its contracts with 

its top customers. However, new large scale design wins in this market, like those 

won in recent years, could help generate revenues at the same level seen in 2015-

2017. 

  

Massive drop in revenues from the Americas* in 
2018 

 

Source: ABG Sundal Collier, Napatech, *NAM account for majority of 
revenues from Americas 
 

Drop caused by lower revenues from Napatech’s 
top 3 customers*  

 

Source: ABG Sundal Collier, Napatech, *revenues from customer #4 
and #5 lower were than that of top 3 customers (<DKK 11m) in 2018 
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Management 
Napatech’s management has extensive industry experience (see below), but the 

CEO and CFO are both new to the company.  

 
Ray Smets, the CEO, is a tech veteran from San Francisco who has spent 32 years 

in the industry. He spent the first part of his career at BellSouth (now part of AT&T). 

Since 2002, he has held leading positions with McAfee, Motorola, Paceteer, Cisco, 

Metaswitch and A10 Networks.  

Heine Thorsgaard, the CFO, brings experience from finance positions at several IT 

companies and engineering consultancies such as Orbicon, Alectia, NetDesign, and 

Columbus IT Partner. In addition, Thorsgaard holds a PhD in Management 

Accounting/Technologies of Management from Copenhagen Business School.  

The Chief R&D officer and the COO have long experience at Napatech (11 and 15 

years, respectively). The COO was the previous CEO of Napatech before Ray 

Smets. He had substantial success with leading and growing Napatech in the early 

stages of the company’s life cycle. 

Strategy 
Napatech’s strategy is to continue to serve existing customer markets (network 

management), but also to expand into new adjacent markets. This includes both 

new customer markets and new product solutions.  

Management overview 

 
Source: ABG Sundal Collier, company data 
 

 

 

 

 

 

 

 

 

 

Name Position In Napatech since Years Experience

Ray Smets CEO 2018 30+ in IT and Telecom

Heine Thorsgaard CFO 2018 20+ in IT and consulting

Jarrod J.S. Siket CMO 2017 25+ in IT and telecom

Flemming Andersen C. R&D O. 2008
25+ in IT and telecom

Henrik Brill Jensen COO 2005 30+ in IT and telecom

Heidi Thisgaard HR Manager 2016 10+ in HR within IT
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Assessment of strategy 

We judge that Napatech has a strategy where it can potentially grow group sales 

above 20% annually over the next five years. However, the majority of the growth over 

the near/mid-term will likely be driven by existing established product solutions, which 

means that Napatech is reliant on solid execution and increased traction from existing 

customers. During the last five years it has not been able to deliver high growth 

(>10% p.a.). The strategy seems to be fairly capital light since a lot of the planned 

growth is planned to be realised based on product solutions that have already been 

developed.  

The market position within network management and cyber security is already 

established. The company has a goal to grow rapidly within cyber security and this 

has been a goal for the company for several years39. Based on the historical growth 

trajectory, we regard the goal of ~40% growth within security as a bit of a stretch. The 

target growth within network management (>10%) is also substantially higher than 

what the company has achieved in the last five years. They would likely need a 

substantial number of new designs in order to deliver on the growth targets.  

We like the new solution offering Napatech has within the virtual switch segment. This 

seems like a large untapped market opportunity for Napatech, given the general trend 

towards virtualisation solutions and the appeal of SmartNIC to accommodate virtual 

switching solutions. Finally, the use of SmartNICs for computer offload solutions within 

datacentres has been led by the Hyperscale Cloud Service Providers (HCSPs), which 

deploy smartNIC on their servers. Microsoft, Amazon etc. have such large in-house 

resources that they will not use Napatech (or anybody else) as a SmartNIC supplier, 

rather they will develop their own in-house solution. We do not expect Napatech to be 

able to sell to the HCSPs (IBM Softlayer, AWS, Azure, Google Cloud etc.). However, 

their probably exists an opportunity within the smaller cloud providers, which have yet 

to deploy SmartNICs and do not have the capabilities to develop their own solution.  

                                                

39 Based on old Napatech presentations. 

 

Napatech strategy targets 

 

Source: ABG Sundal Collier, company data 
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What happened with Napatech in ’18? 

Napatech had a deteriorating financial performance in 2018 and lost nearly half of 

its revenue vs. 2017. In this chapter we analyse the root-cause behind the 

sluggish 2018, the initiatives taken, the preliminary results from such initiatives 

and the current status of the company. 

The backdrop: In 2018 sales dropped ~50% y-o-y 

There were numerous reasons for this, which we explore below. 

 

Napa - Trailing 12m sales (DKKm) 

 

Source: ABG Sundal Collier, company data 
 

Napa – Annual sales (DKKm) 

 

Source: ABG Sundal Collier, company data 
 

 

Reason 1) Projects were delayed/cancelled 

Napatech cited several customer projects that were delayed (postponed). This first 

happened in late 2017 and it was expected then (by Napatech) that the projects 

would materialise in 2018 (which in the aftermath we discovered that it didn’t). 

Napatech never said anything regarding the estimated dollar value of the postponed 

projects. However, it said that it covered the whole portfolio. It also said that these 

were non-recurring sales which were expected to be delivered over a specified time 

period (1-1.5 years), which was in contrast to the regular products Napatech sells to 

a customer, normally quarter-over-quarter for a period of four/five years.  

 

Reason 2) Pandion did not perform as expected 

Napatech had over time invested in building up its new Pandion recorder product 

and it did not ramp as expected. As of Q3’18, the Pandion product was sold and did 

not contribute with any revenue.  
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Reason 3 – Growth from existing customer designs was poor 

Napatech said that growth in the network monitoring and management market was 

very slow and for some customers they saw declining growth over a period of time. 

Keep in mind that a large part of Napatech sales are Business-to-Business-to-

Business, which means that Napatech is reliant on its customers being able to 

promote and sell their solutions (powered by Napatech technology) to their end 

users. Towards the latter part of 2017 and into 2018, Naptech’s customers did not 

seem to be able to foster strong demand. This also resulted in inventory build-up 

(see next bullet). 

 

 

Reason 4 – Inventory build-up caused a slow channel and negative overhang 

into 2018 

While in this section we analyse what went wrong in 2018, it is likely correct to 

extend the period to 2017 because the inventory build-up seems to have 

accumulated towards the end of ’17, on the back of poor end-user demand. 

Napatech then went into 2018 with what seems to be a negative overhang, i.e. they 

had sold products into distribution channels that had not been fulfilled, and had 

probably not held back when demand slowed down, which made the inventory 

channel “bloated”.  

 

 

 

 

 

Pandion sales DKKm (2017 vs. 2018) 

 

Source: ABG Sundal Collier, company data 

 

Inventory time-line and effect explained 

 

Source: ABG Sundal Collier, company data 
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Reason 5: Shift from hardware to software was slower than anticipated 

Napatech cited that there was a shift in the market with focus pivoting from 

hardware to a software-first mind set. This was evident through for example, 

deploying applications on virtualised servers and networks on public, private and 

hybrid cloud architecture. That also meant that FPGA technology shifted to being 

common place in open standard cloud server platforms, rather than only found in 

specialised network equipment. This in turn led to a fragmentation of the market 

where you had some delivering FPGA hardware to the server platforms 

(Intel/XiLinx) and some delivering software (Napatech).  

 

Initiatives taken 
During 2018, Napatech got a new CEO and CFO, Mr Ray Smets, which initiated 

several initiatives to revamp the company and steer it back towards a growing a 

profitable path.  

 Hiring a new CFO and revised leadership structure with changes in CTO 

and chief sales officer 

 Executing on operational efficiency measures to preserve cash 

 Incentivising sales on near term core revenue production 

 Divesting an underperforming product line (“Pandion”) 

 Establishing a new product strategy to assess all new product initiatives 

 Setting up a new office centre of technology  

 Taking a one-off hit to improve access to revenue through channels 

 

Results after initiatives 
The sales performance started to improve in H2’18 and continued into Q1’19.  

 

 

 

 

How cloud shift has impacted  

alc  

Source: ABG Sundal Collier, company data 
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The free cash flow has improved significantly over the last 3 quarters, due to lower 

opex, lower capitalised cost, along with improved revenue and working capital. 

 

The balance sheet has been strengthened with the recent equity issue, which 

means that the net debt is at a comfortable level. Note that Napatech has said that it 

thinks the current (Q2’19) working capital is very low and it believes that the working 

capital could increase going forward. We calculate that the working capital could 

normalise over the coming two quarters with a DKK 10-20m outflow.  

Sales during the last three quarters have returned to positive growth  

 

Source: ABG Sundal Collier, company data 
 

The FCF has seen a significant improvement over the last 2Qs 

 

Source: ABG Sundal Collier, company data 
 

The balance sheet has improved again 

 

Source: ABG Sundal Collier, company data, Note: NIBD is ex. lease obligations for comparability  
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Estimates 

Below we provide a summary of our estimates:  

 

 

 

 

Key estimations 

  

Source: ABG Sundal Collier, company data 
 

P&L Q1'18 Q2'18 Q3'18 Q4'18 Q1'19 Q2'19 Q3'19e Q4'19e 2016 2017 2018 2019e 2020e 2021e 2022e

Sales 22 25 5 54 38 40 36 49 235 206 106 162 183 210 243

Gross profit 15 17 -5 22 27 29 25 31 164 139 49 111 128 148 174

Personnel -30 -32 na na -24 -24 -22 -26 na -113 -113 -95 -100 -107 -117

Other opex -11 -12 na na -7 -7 -5 -8 na -54 -46 -27 -25 -26 -28

EBITDA -16 -16 -33 -10 -1 1 1 1 43 14 -75 2 21 36 54

Depreciation -11 -12 -33 -52 -6 -6 -6 -6 -37 -38 -108 -25 -18 -21 -24

EBIT -26 -28 -66 -62 -8 -5 -5 -5 6 -24 -183 -22 3 15 29

Pre tax -28 -27 -72 -65 -8 -6 -5 -5 6 -30 -192 -24 1 13 27

Net profit -22 -21 -91 -46 -9 -6 -4 -4 4 -24 -179 -24 1 10 21

Growth and margin Q1'18 Q2'18 Q3'18 Q4'18 Q1'19 Q2'19 Q3'19e Q4'19e 2016 2017 2018 2019e 2020e 2021e 2022e

Margin

Gross margin 68% 70% -106% 41% 70% 73% 69% 64% 70% 68% 46% 69% 70% 70% 71%

EBITDA margin -71% -65% -644% -18% -3% 3% 3% 3% 19% 7% -71% 1% 12% 17% 22%

EBIT margin -118% -113% -1289% -115% -20% -13% -14% -9% 3% -12% -172% -14% 2% 7% 12%

EBITDA - capex margin -123% -107% -792% -30% -13% -5% -5% -5% -2% -19% -104% -7% 2% 7% 12%

Growth

Sales growth -61% -56% -88% 13% 72% 60% 600% -10% 8% -12% -48% 53% 13% 14% 16%

opex growth -5% 10% -7% -1% -10% -17% -6% -12% 11% 10% 10% 15% 0% 0% 0%

(opex + capex) growth -4% 1% -16% -13% -25% -30% -18% -16% 12% 11% 11% 15% 0% 0% 0%

Cash flow Q1'18 Q2'18 Q3'18 Q4'18 Q1'19 Q2'19 Q3'19e Q4'19e 2016 2017 2018 2019e 2020e 2021e 2022e

+ EBITDA -16 -16 -33 -10 -1 1 1 1 43 14 -75 2 21 36 54

+ CAPEX -12 -10 -8 -6 -4 -3 -3 -4 -49 -53 -36 -13 -18 -21 -24

= EBITDA - capex -27 -27 -41 -16 -5 -2 -2 -2 -5 -39 -111 -11 3 15 29

+ other effects 7 -3 -3 28 5 6 -11 -11 -22 1 27 -10 -7 -8 -10

= FCF tot. toal capital -20 -30 -44 11 1 4 -12 -13 -28 -38 -84 -21 -4 6 19

+ debt cash flow 0 11 15 -4 -15 -6 -1 -1 0 0 0 -8 -3 -3 -3

= FCF to equity -20 -19 -29 8 -14 -2 -13 -14 -28 -38 -84 -29 -7 4 17

Share issue 0 0 30 0 40 19 0 0 3 2 32 59 0 0 0

Dividends 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Net cash flow -20 -19 1 10 25 17 -13 -14 -25 -7 -23 15 -7 4 17

Balance sheet Q1'18 Q2'18 Q3'18 Q4'18 Q1'19 Q2'19 Q3'19e Q4'19e 2016 2017 2018 2019e 2020e 2021e 2022e

Net Working capital 48 52 64 34 27 20 31 41 57 57 34 41 47 54 63

LT operating assets 130 128 93 48 63 59 57 55 114 129 48 55 57 60 63

Invested capital 178 181 157 82 90 80 87 97 171 186 82 97 105 114 126

Equity 162 137 81 35 65 75 70 65 204 183 35 65 66 79 106

Net debt 15 45 40 28 5 -14 -1 13 -42 -4 28 13 20 17 1

Other financial 

obligations (+) / assets (-)
1 0 37 19 20 18 18 18 10 7 19 18 18 18 18

Net debt / EBITDA -1.0x -0.3x -0.4x 5.4x 1.0x 0.5x 0.0x

Q3'19e Valuation 2016 2017 2018 2019e 2020e 2021e 2022e

Market cap 544 418 83 270 270 270 270

EV 502 413 110 269 276 272 256

P/E 146.1x -17.1x -0.5x -11.4x 358.2x 27.0x 12.6x

EV / EBIT 83.7x -17.3x -0.6x -12.1x 99.7x 18.6x 8.8x

FCFequity / Equity -5% -9% -101% -11% -3% 1% 6%

FCFf irm / EV -6% -9% -76% -8% -2% 2% 8%

xxx
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Revenue estimates 
Summary: We believe that Napatech has an existing legacy business that should 

offer stable growth of 4%. It also has growth products where we have assumed 25% 

growth. Lastly, we expect virtualisation to ramp to USD 28m in ‘25e. In total this 

equates to a 13% CAGR. The growth solutions are linked to existing solutions in the 

sense that Napatech can utilise the same production, distribution, partner and 

customer network and new solution sales should therefore support scalability. We 

have estimated that Napatech will grow 15% in the period ‘19e–22e with a likely 

range of 0-20%.  

Existing designs  

We judge that Napatech has a solid revenue base of existing customer designs that 

it can capitalise on. This stems from designs where Napatech delivers SmartNICs 

that does packet capturing for network monitoring. Here Napatech has long-lived 

designs and sees strong, stable demand, with no signs at the moment that demand 

is fading. There is a risk that this established solution will see lower revenue over 

time, but given current demand we judge that 95-110% revenue retention is 

possible.  

New initiatives 

Then there are new product initiatives e.g. within virtualisation and security that can 

boost future group revenue growth. In addition, Napatech has new partnership 

solutions such as its Intel partnership, which expands their customer reach. The 

sum of these initiatives should drive growth and we judge 10-30% is feasible, 

although growth can also be higher given the small size of Napatech relative to its 

potential customers.  

On net growth, we have pencilled in ~15%, which we see as achievable over the 

next five years. There is upside to that estimate if Napatech gains traction on its 

new solutions. While we judge that Napatech’s new solutions are within segments 

that currently see good growth and increased adoption, (e.g. virtualization or FPGA 

in general) and have attractive characteristics such as being software oriented and 

hardware independent, it is still difficult for outsiders to pin-point the sales potential 

of new initiatives.  

 

Sales estimates (DKKm) 

 

Source: ABG Sundal Collier, company data 
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Gross margin estimates 
Napatech has a strong history of delivering high and stable gross margins. We 

expect this to continue. Further, based on the orientation towards more software, we 

judge that the gross margin is more likely to trend upwards then downwards over 

the coming three years. We therefore estimate a slightly increasing gross margin 

going forward: 

  

Cash Opex estimates 
We focus on cash opex, which includes all opex less depreciation but includes 

capitalised development expenses. 

Napatech is a competence organisation and the employees are its primary asset. 

Napatech has over time developed an organisation with low churn and high 

retention among its employees. We view this as important as it takes time to 

develop a junior developer into a senior architect, and also because we judge FPGA 

competence to be niche and scarce. Currently Napatech 85 employees. In 2018, 

cash staff expenses were DKK 112m vs. other external costs of DKK 46m. 

However, we judge that other external cost to a large extent is driven by personnel. 

Therefore personnel cost is the key cost driver, (and revenue driver).  

We believe that if Napatech continues to grow it will need to hire more employees. 

However, there should be some scalability especially on overheads and sales.  

Below we show the operating model that Napatech has had for the last three years 

and we compare it to what we see as an optimal operating model for the company. 

We judge that Napatech should, in an optimised state, use much less on SG&A 

(relatively in percent of sales). The R&D intensity is roughly where it should be, in 

our view. 

 

 

 

More software sales should support gross margin trajectory 

 

Source: ABG Sundal Collier, company data 
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We judge that there are two ways for Napatech to lower the overhead share of the 

business. Either change and improve the go to market model or scale the company. 

We think the latter is likely to be the primary source for margin improvement, over 

the next few years and we think it will happen incrementally.  

We judge that there is some scope to decrease the opex base further into 2019e, 

but then it will likely start to grow again. Our estimates assume tight opex 

management and stellar execution from the current management.  

We also assume a higher investment level in R&D, which will be capitalized. The 

investment level in 2019 seems unsustainably low to support our growth 

assumption. This means that we expect cash opex to grow faster than reported 

opex: 

Opex to grow from new 2019 base level 

  

Source: ABG Sundal Collier, company data 
 

Cash opex to grow faster than opex 

 

Source: ABG Sundal Collier, company data 
 

 

Depreciation 

We expect depreciation to increase as capex increases. As capitalised R&D is 

currently below the depreciation level we expect depreciation to be down in ‘20e to 

DKK 18m and then grow from there.  

Operating profit 

We expect a solid improvement of around DKK 35m in operating profit from DKK -

22m this year (2019e) to DKK 15m in 2021e. The primary driver for the EBIT 
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Optimized operating model vs. historical operating model 

 

Source: ABG Sundal Collier, company data, historical numbers adjusted for revenue write-down 
 

Operating model avg.  last 3 years Comments: Optimised Operating model 

Gross margin: 66% Gross margin 70%

Total R&D, 
32%

Selling and 
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38%

General, 
19%

Cash EBIT 
margin, -23%
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Gross margin: Slightly positive trend driven by more 
software and less hardware in the value proposition

SG&A: We judge that the current SG&A share is 
way too high to be a sustainable for a money making 
company operating in the industry that Napatech 

does. This should improve primarily due to scale but 
could probably also improve due to increased 
efficiency 

R&D: We judge that the R&D intensity should stay 
at the current level

Cash EBIT margin: The potential operating margin 
should be ~20%
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improvement is higher sales, which are expected to contribute in excess of DKK 

32m.  

Currently depreciation is much higher than the level of capitalised costs, which 

means that reported EBIT is currently understated vs. cash EBIT (i.e. EBITDA – 

capitalised costs). We expect this situation to normalise over the coming years and 

assume capitalised costs is equal to depreciation from ‘20e and onwards. These 

two factors add DKK. 12m to EBIT on a combined basis, while higher cash opex 

lowers EBIT by DKK 11m.  

 

Net financials 

We don’t expect any new debt in Napatech. Currently the company has limited debt 

(DKKm) which results in us forecasting low net interest costs of DKK -2m 

Tax 

We forecast a P&L tax rate of 20% equal to the statutory tax rate in Denmark. 

Napatech has tax loss carry forwards of DKK 159m (2018) that are available 

indefinitely or can be off set against future taxable profit. This is not fully recognized 

in the balance sheet. We don’t forecast any taxes paid in our cash flow statement.  

Net profit and EPS 

We expect Napatech to break a small profit in 20e and then deliver an EPS of DKK 

0.11 and 0.35 respectively in 2021e and 2022e. 

Cash flow estimate 

The cash flow estimates flow directly from our P&L estimates. We expect Napatech 

to have fairly good cash flow dynamics if it continues along its current roadmap with 

tight cost control and renewed revenue growth. However, we do pencil in a 

continued increase in working capital to support the high revenue growth. For 

example, in 2022e we have forecasted a free cash flow to equity of DKK 19m but 

this includes a negative effect of DKK 10m tied to increased working capital.  

 

 

Operating profit bridge 

  

Source: ABG Sundal Collier, company data 
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Balance sheet and balance sheet risk 

We see little risk in the balance sheet for Napatech because they have little debt. 

The current cash balance of DKK 60m seems sufficient to support growth. Also if it 

takes longer to reignite growth Napatech should have ample working room (> 1.5 

years) to build growth while investing in working capital. The FCF in the period ’15-

’16 was on average DKK -42m per year and that includes the very tough 2018, 

which saw a FCF outflow of DKK -82m. We see little risk for such a year happening 

again because the cost base has been reduced substantially: In H1’19 the cash cost 

base was ~30% y-o-y.  

Balance sheet structure 

Assessing the balance sheet, it mostly comprises intangible assets stemming from 

capitalised development projects, which has yet to been fully amortised and the rest 

is working capital. These are financed almost solely by equity. Napatech currently 

has a net cash position, but it also has some non-interest bearing financial 

obligations, and adjusted for this its underlying net debt position is approximately 0.  

 

 

 

 

 

 

 

 

 

FCF expected to turn positive as sales growth ignite 

 

Source: ABG Sundal Collier, company data 
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NAPA is financed with equity with low financial risk 

 

Source: ABG Sundal Collier, company data 
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Valuation 

Summary 
We see a value range for Napatech of NOK 3-16. The high value corresponds to a 

takeover scenario, and the low value from the Nordic peer group. Below is a 

summary graph.  

 

Peer group 
When selecting peers for Napatech we have selected from two different cohorts. 

The first focuses on Nordic tech firms: Here we have selected companies which are 

mostly small in size, have a B2B hardware and software product mix, and 

predominantly distribute to a global market. We have emphasised R&D companies 

that engineer their own solutions rather than redistribute other companies’ solutions. 

The drawback of the Nordic peer group is that it has limited exposure to the same 

network drivers as Napatech. The advantage is that the firms can be seen as 

relevant alternative investment entities to Napatech for investors.  

The international peers consist of global companies with exposure to network and 

cyber security solutions. As a group, they have much higher exposure towards the 

same industry trends as Napatech. The drawback of the international peer group is 

that it has much larger, more mature firms than Napatech.  

 

 

 

 

 

 

 

Summary valuation  

 

Source: ABG Sundal Collier, company data 
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Below we display the peer multiples for both sub peer groups and also the 

combined peer group. We also show the implied share price for Napatech, from 

applying the peers’ median multiple. We use EV / sales and EV / EBIT. As we 

forecast negative EBIT for Napatech in ’20e, the peer EV / EBIT multiple is based 

on ’21e EBIT. 

  

Napatech peer table 

 

Source: ABG Sundal Collier, company data 
 

Peer overview

Nordic peers International peers

Advenica AB Sweden Symantec United States

AAC-Clyde Sweden Spirent United Kingdom

Allgon AB Sweden Intel United States

Asetek Denmark Silicom Israel

Kitron Norway Cisco United States

Nordic 

Semiconduc
Norway Check point Israel

Q-Free Norway
Juniper 

networks
United States

RTX A/S Denmark IBM United States

Sivers IMA 

Holding
Sweden Xilinx United States
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Peer table 

 

Source: ABG Sundal Collier, company data, FactSet. Implied share price using peer multiples based on FactSet estimates and Napatech 
estimates from ABGSC. 
 

Company What they do
Sales 2018

USDm
Country

Profitable

last FY

EBIT 

margin

Sales 

growth '20e
EV

EV / sales 

'20e

EV / EBIT 

'21e

Nordic peers

Advenica AB
Development and sale of cybersecurity 

solutions 
7 Sweden No -82% DM 10 DM DM

AAC-Clyde
Development of advanced niche electrical 

sub-components 
9 Sweden No -54% 66% 24 1.2x DM

Allgon AB 
R&D + sales of industrial radio remote 

controls
37 Sweden Yes 5% 11% 67 1.0x 7.2x

Asetek
Develops and markets liquid cooling 

solutions, mainly fo PCs
67 Denmark Yes 7% 13% 43 0.7x 7.4x

Kitron
Manufactures fully assembled electronic 

circuit boards
322 Norway Yes 6% 7% 273 0.7x 9.7x

Nordic 

Semiconductor

R&D + sales of wireless low power radio 

chips
271 Norway Yes 7% 32% 911 2.5x 14.6x

Q-Free
R&D + sales of intelligent transportations 

systems
109 Norway Yes 5% 10% 95 0.8x 10.2x

RTX A/S
R&D + sales of wireless solutions and 

test systems. 
76 Denmark Yes 16% 13% 180 1.9x 11.5x

Sivers IMA 

Holding

R&D and sales of  microwave based 

semiconductors 
8 Sweden No -169% 91% 92 3.8x 20.0x

International peers

Symantec Cyber security solutions
4,731

United 

States
Yes 13% 1% 18,095 3.7x 11.1x

Spirent Telco testing company
477

United 

Kingdom
Yes 15% 6% 1,462 2.7x 14.7x

Intel Semiconductor
70,848

United 

States
Yes 33% 2% 246,525 3.5x 11.1x

Silicom R&D and sale of SmartNIC
134 Israel Yes 12% 16% 222 1.8x DM

Cisco Network & telco equipment
51,902

United 

States
Yes 28% 2% 212,122 4.0x 11.9x

Check point IT security solutions (HW & SW)
1,916 Israel Yes 48% 4% 15,121 7.3x 13.8x

Juniper 

networks Netowrk & cyber security  solutions
4,648

United 

States
Yes 13% 3% 7,298 1.6x 8.5x

IBM Multi technology
79,591

United 

States
Yes 16% 4% 153,153 1.9x 9.8x

Xilinx FPGA semiconductor chips
3,059

United 

States
Yes 31% 12% 23,265 6.0x 17.9x

Average Nordic peers 101 -29% 30% 189 1.6x 11.5x

Average International peers 24,145 23% 6% 75,251 3.6x 12.3x

Average all peers 12,123 -3% 17% 37,720 2.7x 12.0x

Median Nordic peers 67 5% 13% 92 1.1x 10.2x

Median International peers 4,648 16% 4% 18,095 3.5x 11.5x

Median all peers 296 13% 10% 592 1.9x 11.1x

Implied Napatech share price (NOK / share) EV / sales 

'20e

EV / EBIT 

'21e

Median Nodic peers 3.7 2.9

Median International peers 10.7 3.2

Median all peers 6.1 3.1
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The implied share price for Napatech ranges from NOK ~3 / share to NOK 11/ share 

based on peer multiples. The lowest multiple we obtain is on the EV / EBIT metric 

while the highest share price estimate is obtained from EV / sales using the median 

multiple of international peers (3.6x sales).  

There is a relationship between the EV / Sales multiple and the EBIT margin for the 

companies (as one would expect, the companies with higher EBIT margin trade at a 

higher EV / sales). Below we show the relationship for all companies in the 

combined peer group (international + Nordic), excluding outlier companies with 

negative EBIT margins: 

 

Based on the relationship from the peer group, if Napatech would reach a 20% EBIT 

margin, the relationship above suggests that it would receive a 3x forward EV / 

sales multiple. This would then correspond to EV / EBIT 15x (as 3x / 0.2 = 15x), 

presuming a flat EBIT margin. For reference, a 3x EV / sales (’20e) multiple would 

correspond to NOK 9.3 / share. Below we show implied EV / sales and EV / EBIT 

multiples based on the above relationship.  

 

 

 

 

 

 

 

 

Relationship between EV/EBIT ’20e and EBIT margin (’18) for peers 

 

Source: ABG Sundal Collier, FactSet  
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We have a 12% EBIT margin for ’22e. 2x ’22e sales or 16.4x ’22e EBIT would 

translate to a share estimate for ’21e of NOK 8.  

Takeover value 
There has been a lot of consolidation in the industry. Below we show selected 

acquisitions: 

 

Looking at the most recent acquisitions completed in 2019, they have an average 

EV / Sales of 6x. Based on Napatech 2019 sales this would correspond to a value 

of more than NOK 15 / share. 

Sensitivity table on EBIT margins and implied multiples  

 

Source: ABG Sundal Collier, FactSet, Napatech share price based on ’20e 
 

Selected acquisitions within sector 

 

Source: ABG Sundal Collier, company data. Note: “EV” based on transaction value, “Sales” is backward looking, and last FY sales and number 

of employees are based on the last reported number in the annual report. 
 

Average sector takeover multiples and implied NAPA share price (NOK/share) from takeovers 

 

Source: ABG Sundal Collier, company data. Note: 2019e sales used for Napa and 2018 YE full-time employees. 
 

EBIT margin Implied from peer group EBIT margins

EV / sales EV /EBIT Napatech share price

5.0% 1.0x 19.9x 3.4

7.5% 1.3x 18.0x 4.4

10.0% 1.7x 17.0x 5.5

12.5% 2.1x 16.4x 6.5

15.0% 2.4x 16.0x 7.5

17.5% 2.8x 15.8x 8.6

20.0% 3.1x 15.6x 9.6

22.5% 3.5x 15.4x 10.6

25.0% 3.8x 15.3x 11.7

EV / Employees EV / sales

Avg. 2019 1.9x 6.3x

Implied NAPA share price 18 16

EV / Employees EV / sales

Avg. All years 2.3x 5.9x

Implied NAPA share price 18 15
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The implied value from the acquisition multiple is high and we believe that Napatech 

could reach a high valuation in a takeover scenario, despite currently having 

negative profits. We reason as such because we judge that a potential acquirer will 

assess that Napatech has a lot of overhead costs which could be reduced when 

integrated into the acquirers’ business. Rather than EBIT, the acquirer would likely 

base its willingness to pay for Napatech based on the company’s growth potential, 

the gross margin potential, and the strategic value of the technology.  

DCF 
We use a three-stage model for our DCF because we judge that Napatech has a 

long runway for growth. The first period (until ’23e, based on direct forecasts) is 

characterised by 15% sales growth and improving margins up to 12%. The second 

period is expected to be characterised by flat margins but continued high growth 

(we have assumed 10% sales growth). In the terminal value (2028) we have 

assumed low sales growth (2.0%) and a lower reinvestment rate: we expect capex / 

sales to drop to 7% from 10% in ’20e and working capital to grow in line with sales. 

Note that we expect Napatech to exploit its unrecognised deferred tax assets, which 

means that we do not expect material cash flow tax until after 2025e.  

The DCF value is around NOK 7 based on the above assumptions. 

 

DCF overview 

 

Source: ABG Sundal Collier, company data 
 

DCF input Estimates Base Stage 1 based on forecasts Stage 2 = 10% growth and flat margins Other Inputs

DKKm 2019e 2020e 2021e 2022e 2023e 2024e 2025e 2026e 2027e 2028e Shares (NOKm) 83.06

EBITDA 2 21 36 54 62 68 75 83 91 100 WACC 8.0%

EBIT -22 3 15 29 34 37 41 45 50 55 LT growth rate 2.0%

EBIT margin -14% 2% 7% 12% 12% 12% 12% 12% 12% 12%

Tax 0 0 0 0 0 0 0 -5 -10 -11

Operating CF 2 21 36 54 62 68 75 78 81 89

Capex -13 -18 -21 -24 -28 -31 -34 -38 -41 -32 Terminal value DKKm

Delta NWC -8 -6 -7 -9 -10 -11 -12 -13 -15 -3 FCF yield 6.0% 906

EBIT multiple 16.6x 906

Free cash flow to EV -19 -3 8 21 24 26 29 27 25 54 Fundamental formula 908

Discounted FCF -19 -3 7 16 18 18 18 16 13 27 Discounted Terminal value DKKm

FCF yield 454

DCF Output EBIT multiple 454

NPV Fundamental formula 455

NPV of FCFs DKKm 130

Terminal value 2018 DKKm 455

EV DKKm 585

NIBD (Inc. Debt like items) DKKm -1

Debt like items DKKm 18

PV terminal value tax shield DKKm 0

Equity value DKKm 568

DKKNOK FX 1.3

Equity value NOKm 758

Shares ouststanding #m 83

Equity value per share NOK / share 6.8

Upside (DCF price / share price) 49%
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Risks 

Overall, we see Napatech as a high-risk case. This is mainly due to a lack of 

consistent profitability and cash flow historically. While profitability has improved 

over the last few quarters, it is still not certain that Napatech will be able to generate 

cash over time. In terms of beta, we categorise Napatech as medium risk (~1.0-1.2). 

Below we assess various risk factors for Napatech. Apart from a limited history of 

cash-generating capabilities, we note that the company is highly dependent on 

certain customers and that it is a small player in a global market. For example, 

competitor Mellanox in 2018 had sales of over USD 1.0bn while Napatech had 

below USD 0.025bn.  

 

 

Risk assessment overview 

 

Source: ABG Sundal Collier, company data 
 

Risk number Core category Key word Risk factor Answer

1 Company Profitability Was the company profitable in the past quarter and the past 12 months? No

2 Company Cash flow Was the company free cash flow positive in the past quarter and the past 12 months? No

3 Company Brand Does the Company's value depend on a brand truly recognised and valued by the customers? No

4 Company Diversified Does any customer account for more or about 20% of the revenue? Yes

5 Company Raving Fans Does the company receive, on the whole, positive word of mouth from its customers? Not sure

6 Financials Growth Is the company growing its sales by between 10% and 40% annually over the previous three years? No

7 Financials Independence Can the company operate its business over the next three years without relying on external funding? Likely

8 Financials Disclosure Does the company report to a high standard of disclosure relative to peers No

9 Financials Transparency
Would an intermediate-level investor find the company's financial statements and management ownership 

disclosures relatively easy to sift through and understand?
Yes

10 Financials Well-Managed Over the most recent fiscal year, did the company report a return on equity of 15% or higher? No

11 The Competition Underdog  Is the company free of any direct competitors possessing substantially (2x+) greater financial resources? No

12 The Competition Goliath Is the company free from disruptive upstarts visibly challenging its business model? Yes

13 The Competition Moat Would potential new competitors face high economic, technological, or regulatory barriers to entry? Yes

14 The Stock Market Cap Does the stock have a market cap of greater than $500 million? No

15 The Stock Beta Is this stock's beta rating over the past 12 months less than 1.3? Yes

16 The Stock  P/E Ratio  Does the stock have a positive price-to-earnings multiple that is below 30? No

17 People Founder  Do any of the founders or founding family still have at least a 4% stake in the company? No

18 People Experience Do the top three officers have more than 15 years of combined leadership at the company? No

20 Fraud Immaculate  Is this company certain to be fault-free and fraud-free in all its corporate statements and deeds? Very likely
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Appendix 1: SmartNIC players 

Intel 

Intel is a semiconductor chip manufacturer and software developer located in the 

US. In 2018, the company had ~USD 70bn in revenues and ~107,400 employees. 

Its core segment is the (52%) Client Computing Group, which delivers client 

computing end-user solutions to the PC market. Intel’s Data Center Group is also an 

important revenue source (32%), developing workload-optimized platforms for 

computing, storage and network functions. It produces the Arria 10gx, which is a 

PCI FPGA accelerator card for data centres. Intel is the market share leader for 

10GbE adapters as well as for total high-speed Ethernet adapter and controller 

shipments, accounting for over 60% of total Q2’18 volumes40. 

 

Xilinx 

US-based Xilinx is a leading chip manufacturer, a pure-play FPGA company. In 

2018, the company reported ~USD 2.5bn in revenues and had 4,014 employees41. 

Its product portfolio consists of FPGAs and programmable SoCs, controlling more 

than half of the FPGA market. Xilinx supplies FPGAs for SmartNICs like the 

Mellanox Innova-2 and those produced by Napatech. Xilinx is to acquire Solarflare 

to enhance its SmartNIC capabilities. The two companies recently entered a joint 

venture on an FPGA 100G SmartNIC42.  

 

 

 

 

                                                
40 http://www.crehanresearch.com/wp-content/uploads/2018/09/CREHAN-Data-Center-Networking-CR-
2Q18.pdf 
41 http://investor.xilinx.com/static-files/0c7c52e0-4f2f-46c8-b990-2e24c98e41a9 
42 https://www.xilinx.com/news/press/2019/xilinx-to-acquire-solarflare.html 

Revenue by segment 

 

Source: ABG Sundal Collier, Intel 
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Mellanox  

Mellanox is located in the US and Israel, and offers products that together form a 

total end-to-end networking solution focused on computing storage and 

communication. In 2018, the company had revenues of ~USD 865m and 2,448 full-

time employees. Its main product in 2018 was boards, which accounted for ~37% of 

revenues. The company is also a producer of SmartNICs, with production of the 

Bluefield SoC and Innova FPGA. Mellanox gets its FPGA hardware from Xilinx, 

while developing its own multi-core processors, network adapters and software. In 

Q2’18, Mellanox accounted for more than 70% of ports shipped with network 

adapter speeds above 10GbE, which are the adapters most suitable for SmartNIC 

capabilities. 

 

Netronome 

Netronome is a privately held semiconductor company based in the US. The 

company has developed software that allows customers to build accelerators for 

networking and storage applications, which it also sells as SoC devices, SmartNICs 

or software. Agilio FX, CX and LX are SmartNICs developed by the company, which 

have a speed range of 10-100GbE. 

Revenue split by end-market 

 

Source: ABG Sundal Collier, Xilinx 
 

Revenue split by product 

 

Source: ABG Sundal Collier, Mellanox 
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Broadcom 

Broadcom is a leading provider of solutions in the field of semiconductor and 

infrastructure software. In 2018, the US-based company had ~15,000 employees 

and ~USD 21bn in revenues. Its core business is wired infrastructure, which 

accounted for ~42% of revenues in 2018, major applications including set-top box, 

broadband access, data centre and telecom. Broadcom is currently producing the 

Stingray SmartNIC SoC family. Broadcom’s Stingray product line has SmartNICs 

from 10-100G, in addition to offering the Stingray software.    

 

Marvell 

Marvell is a US-based company with over 10,000 patents that delivers 

semiconductor solutions for storage, processing, security and connectivity. With 

over 5,000 employees, the company reported revenues of ~USD 2.9bn for its fiscal 

year ending February 2, 2019. Roughly 95% of revenues come from its two most 

important segments, storage and networking. Revenues from networking grew by 

~36% during the last fiscal year, to ~USD 1.3bn. One of the company’s product 

offerings within networking is the family of Liquidio II SmartNICs with applications in 

hyperscale data centre, cloud services and VPN security. In 2018, Marvell acquired 

Cavium, a provider of SmartNIC solutions, for ~USD 5.5bn.  

 

Silicom Connectivity Solutions 

Silicom Connectivity Solutions is a leading provider of high-performance networking 

and data infrastructure solutions. The company reported revenues of USD 134m for 

2018. Silicom develops and supplies fully functional FPGA-based SmartNICs with 

Revenue by segment 

 

Source: ABG Sundal Collier, Broadcom 
 

Revenue by segment 
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speeds ranging from 1G to 100G. While the FPGA hardware is supplied by Xilinx 

and Intel, Silicom develops its own software that helps users develop SmartNIC 

applications.  

Revenue* split by customer 

 

Source: ABG Sundal Collier, Silicom CS, *Q2’19 LTM 
 

Revenue* split by segment 

 

Source: ABG Sundal Collier, Silicom CS, *Q2’19 LTM 
 

 

Ethernity 

Israel-based Ethernity develops software for FPGAs, enabling data plane 

processing, security and performance optimization. The company offers software 

specifically for FPGA-based SmartNICs, either through its own ACE-NICs or for use 

on any other FPGA SmartNIC. In 2018, the company had revenues of ~USD 1.12m, 

down almost 50% on 2016, as many products are still in the development phase.  

Reflex Ces 

Reflex Ces is a supplier of FPGA solutions. The company is based in France and 

has over 100 employees. Reflex provides boards for production, either as COTS 

based on Intel FPGA or Xilinx FPGA, or custom-made based on specific 

requirements. 

BittWare 

US-based BittWare, a subsidiary of Molex, provides COTS accelerator products 

featuring Intel and Xilinx FPGA technology. The company is privately owned and 

has about 40 employees. It reported 2016 revenues of approximately USD 25m. 
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Appendix 2: Application areas for 

SmartNIC for business sectors  

Application areas for SmartNIC 
Cyber security demand to protect data and data flow 

Cyber security has become increasingly important for businesses, with the 

annualized cost of cyber-crime increasing between 2016 and 2017 by ~27%43. In 

order to protect businesses from cyber threats, SmartNIC solutions deliver data to 

security applications, enabling threats to be identified and protected against faster. 

SmartNIC products provide intrusion prevention systems with detailed information 

about the network, helping them stop attacks, protect against data leaks and obtain 

accurate records of events (i.e. data flow), even at speeds beyond 100G.  

As can be seen below, the global spending on security is high, with the categories 

Infrastructure Protection and Network Security (key Napatech categories) 

accounting for close to USD 30bn, according to Gartner. These categories are 

growing at ~10% (see LHS table below). The sectors that are typically highlighted 

as big spenders on security are financial services, defence and manufacturing.   

Global average cost of cyber-crime* 

 

Source: ABG Sundal Collier, Gartner 2018 
 

Average annualized cost by industry sector 

 

Source: ABG Sundal Collier, Accenture, consolidated view of 254 
companies 
 

 

Financial services 

In today’s financial system, where computers account for 50-60% of market trades 

of a typical trading day44, the requirements surrounding latency are extremely high, 

as millions of shares can be traded in a nanosecond and delays can cost millions. It 

is therefore important for financial institutions to be able to detect and control 

latency. SmartNIC accelerators (as delivered by Napatech) deliver data that make 

delays visible by measuring the exact time of each trade down to the nanosecond 

and giving each data packet a time stamp. This can help guarantee zero loss of 

data packets. The precise time stamping enables financial institutions to detect and 

compensate for network delays. Precise time stamps are also important from a 

regulatory and compliance perspective, as institutions can sequentially reconstruct 

all events relevant to the trades. 

 

 

                                                
43 https://www.accenture.com/_acnmedia/pdf-62/accenture-2017costcybercrime-us-final.pdf#zoom=50 
44 https://money.cnn.com/2018/02/06/investing/wall-street-computers-program-trading/index.html 

Market Segment 2017 2018 2019

Application Security 2,434 2,742 3,003

Cloud Security 185 304 459

Data Security 2,563 3,063 3,524

Identity Access Management 8,823 9,768 10,578

Infrastructure Protection 12,583 14,106 15,337

Integrated Risk Management 3,949 4,347 4,712

Network Security Equipment 10,911 12,427 13,321

Other Information Security Software 1,832 2,079 2,285

Security Services 52,315 58,920 64,237

Consumer Security Software 5,948 6,395 6,661

 Total 101,544 114,152 124,116 18.28
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Telecom operators 

Telecom operators are faced with the challenge of meeting a significant increase in 

demand for mobile data. In 2017, global mobile data traffic grew by ~71%45 due to 

an increased number of devices and media-heavy applications. This requires 

expensive investments in network infrastructure. SmartNOC solutions can deliver 

data to telecom operators, which can be used to analyse subscriber behaviour and 

usage. Operators can use this data to adjust their services, improving quality while 

also better managing bandwidth involving data-intensive applications. The data on 

the underlying network performance can also be used to gauge availability and 

reliability of the network.     

 

Infrastructure and defence 

As more and more information is being digitalised, there is also an increasing threat 

from cyber-attacks. Our identities, sensitive information and public infrastructure are 

now in large part accessed and controlled through networks, and subsequently 

exposed to cyber-attacks. Global spending on security products and services is 

estimated to reach ~USD 115bn in 2018, ~12% up from 201246. Governments can 

use SmartNICS to ensure that they monitor all data running through a network. In 

addition to recognising malware and other threats (preventive measurement), it can 

also be used to optimise performance. 

 

 

 

 

 

 

 

 

                                                
45 https://www.cisco.com/c/en/us/solutions/collateral/service-provider/visual-networking-index-vni/white-
paper-c11-738429.html#_Toc953325 
46 https://www.gartner.com/en/newsroom/press-releases/2018-08-15-gartner-forecasts-worldwide-

information-security-spending-to-exceed-124-billion-in-2019 

Estimated global mobile data traffic, 2017-2022 

 

Source: ABG Sundal Collier, Cisco 
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Cloud and Data Centres 

The cloud-based services market is projected to grow by ~18% in 2019, to a total of 

~USD 215bn47, as cloud-based services are becoming central for a growing number 

of businesses. As the market is growing, there is also an increasing need for data 

management and security solutions, with revenues projected to grow at a CAGR of 

~14% up to 2022.   

Global Public Cloud Service Revenue Forecast 

 

Source: ABG Sundal Collier, Gartner 2019 
 

Cloud Management and Security Services 

 

Source: ABG Sundal Collier, Gartner 2019 
 

 

Detecting unauthorized activity within networks and applications and securing 

sensitive information are important use cases for SmartNICS within data centres. 

One can also offload network monitoring and performance analysis so the servers 

can function on their core task of running customer applications and systems.  

Network management 

The significant increase in web-based applications and demand for data delivery 

require better performances from corporate networks. SmartNIC solutions help 

deliver data faster, more efficiently and on demand to applications that require 

system uptime and performance. With access to more detailed data from the 

                                                
47 https://www.gartner.com/en/newsroom/press-releases/2019-04-02-gartner-forecasts-worldwide-public-

cloud-revenue-to-g 
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Source: ABG Sundal Collier, Javelin 
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network in real time, it is easier to analyze problems from past data and prevent 

future reoccurrences. Monitoring of latency and response times through the use of 

SmartNIC solutions can help applications optimize efficiency.      

Devices accessing mobile networks 

 

Source: ABG Sundal Collier, Cisco 
 

Average mobile network connection speed 

 

Source: ABG Sundal Collier, Cisco 
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Appendix 3: Sale of Pandion 

In 2014, Napatech announced its first customer shipment of the new capture-to-disk 

platform called Napatech Pandion (“Pandion”). Pandion was a fast, reliable out-of-

the-box engine for real-time capture, indexing and search of network data. The 

product allowed Napatech customers to focus on software innovation, at the same 

time achieving a fast time-to-market while delivering products such as security and 

forensic solutions. Typical applications were fraud detection, latency measurement, 

cyber defence, network and content security. 

Napatech has previously said that Pandion had established customer relationships 

with several Fortune 100 companies48.  

In November 2018, Napa announced that it was selling the Pandion platform to 

CounterFlow AI, a company that uses machine-learning technology to deliver the 

next generation of network forensic capabilities to security operation centres. 

CounterFlow AI was already a user of Napatech’s SmartNIC. 

According to the agreement, Counterflow would sell the Pandion product line to its 

end-users, while Napatech would deliver its SmartNIC software and hardware to 

Counterflow as a new OEM volume customer49. This created mutual interest in 

Pandion’s future success.  

The agreement defined a transfer of ownership rights with payment through an 

earn-out instalment and a one-off fee: The minimum transaction size for Pandion 

was USD 1.5m, with an upfront payment of USD 0.3m and a 12-month earn-out 

where USD 1.2m was guaranteed.  

The sale of Pandion value led to an impairment of DKK 21.165m50. 

Pandion 

 

The reasons Napatech made the decision to sell Pandion 

 To re-focus on FPGA core competencies 

 To focus engineer resources on design in relation to FPGA technology  

 To improve the balance sheet 

                                                
48 Napatech earnings call transcripts. 
49 https://threateye.io/ 
50 Napatech annual report 2018. 
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Appendix 4 – Employees 

Below we provide an employee split analysis based on a revised set of the LinkedIn 

employee profiles associated with Napatech.51.The list contains 82 Napatech 

positions (vs. 85 current Napatech employees). First we provide the split between 

engineers and SG&A personnel. Then we provide a set of the positions. 

The split suggests that 44% of the total employees are now within SG&A positions, 

with the remaining being within product development (the lions share being 

engineers).   

 

 

                                                

51 We have removed all profiles from the analysis that (a) had ended their positions at Napatech, (b) were 
associated with but not employed by the company, and (c) positions that had not specified their role at 

Napatech (three people). 

Napatech employee roles overview  
 

 

Source: ABG Sundal Collier, LinkedIn 
 

Product empployees Sales and Administration employees

Title / job description Division Title / job description Division

Director Of Software Development Product Vice President of Sales, EMEA Sales and Admin.

Solution Engineer at Riverbed Technology Product Strategic Accounts Director  Sales and Admin.

Solutions Engineer / Technologist / Sales Engineering Manger Product Sales Operations Manager Sales and Admin.

Hardware Design Engineer Product VP of Engineering Sales and Admin.

Software Engineering Manager & Director of Technical Support  Product Sales Engineer  Sales and Admin.

Director of FPGA Development Product Finance support Sales and Admin.

Chief Technology Architect - Product Director Product Marketing Sales and Admin.

Highly Experienced ASIC/FPGA Verification Engineer Product VP Strategy and Market Development Sales and Admin.

Software and ASIC/FPGA design engineer Product Vice President WW Channel Sales Sales and Admin.

Software Engineer B.Sc.E.E. Product Chief Marketing Officer Sales and Admin.

Chief Product Architect Product Senior Field Applications Engineer Sales and Admin.

FPGA design engineer Product Intern servicemedarbejder Sales and Admin.

Experienced FPGA and ASIC Development Specialist Product HR Director Sales and Admin.

Senior FPGA Development Engineer Product B2B development and implementation of marketing strategies. Sales and Admin.

Software Development Engineer Product Chelsio Communications Taiwan Country Manager Sales and Admin.

HW Development Manager Product VP of Project Management | Strategy | Processes ++ Sales and Admin.

Senior Hardware Development Engineer Product Channel Manager, APAC & EMEA Region Napatech Sales and Admin.

Director of Product Management Product Controller hos Napatech Sales and Admin.

Vice President Of Product Management Product Regulatory Compliance Manager  Sales and Admin.

TestEngineer@Napatech Product Senior Sales Director Sales and Admin.

Software Engineer Product COO Napatech Sales and Admin.

Software Development Engineer Product Sales Director - OEM and Hyperscale Datacenter Sales and Admin.

Director of Product Management hos Napatech Product IT-Support and Administration Sales and Admin.

FPGA Liaison Manager Product Sales Director Sales and Admin.

Verilog designer Product CEO Sales and Admin.

Design Engineer Product Senior Copywriter Sales and Admin.

TAE - Core Technical Support  Product Technical Marketing Sales and Admin.

Senior Software Engineer Product US Business Administration & Finance Manager Sales and Admin.

Digital ASIC engineer Product Vice President of Sales, Americas Sales and Admin.

Software Engineer Product Senior Director - NA Enterprise Accounts Sales and Admin.

SW test & verification engineer Product Senior DIrector Global Channels Sales and Admin.

Sr. Sales Engineer Product Film Production/Content Marketing Sales and Admin.

Project- & Business Process Manager Product Creative Director Sales and Admin.

Senior Software Engineer Product CFO Sales and Admin.

Field Applications Engineer  Corporation Product Global B2B | Marketing projects Sales and Admin.

Senior SW Development Engineer Product

Senior FPGA Designer Product

Senior Software Development Engineer Product

Senior Software Engineer Product

FPGA Development Engineer Product

Senior Technical Writer Product

Senior HW Design Engineer Product

Senior Software Engineer Product

FPGA Developmenet Engineer Product

Global Electronics Manufacturing / Supply Chain ++ Product
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Glossary and phrases explained 

 

Cloud 

The term is generally used to describe data centres available to many users over 

the Internet. Large clouds, predominant today, often have functions distributed over 

multiple locations from central servers. 

Network virtualization 

Network virtualization (NV) refers to abstracting network resources traditionally 

delivered in hardware to software. NV can combine multiple physical networks to 

one virtual, software-based network, or it can divide one physical network into 

separate, independent virtual networks52. 

 

Trend of open modular network platforms 

This trend of data centres being more standardized with standard servers (e.g. Dell 

server) running on standard CPUs (e.g. Intel Xeon processor) with standard 

SmartNIC (e.g. Napatech). “Open modular” stands in contrast to closed loop 

proprietary systems where networks are custom built and cannot be scaled from a 

given size. Further, modular refers to the fact that the network system can be scaled 

with standardized components that can be integrated with a variety of other 

standard components from different vendors (i.e. hardware independent 

components). 

SOC and ASIC disadvantage and advantage vs. FPGA 

The challenge with proprietary SmartNICs is that they are not ubiquitous, making it 

difficult and expensive for others to build tools and applications that accommodate 

their protocol. ASICs also suffer from being a closed loop system with limited 

flexibility. On the other hand, ASICs are cheap in volume and they are highly 

efficient because they are purpose-built for an application. SOCs come with a 

general processor unit, which makes them very flexible in terms of supporting 

different applications, but less efficient than FPGA. 

MultiCore MIPS 

While they are open standard, these are general-purpose processors. This means 

that while they can be programmed and be efficient for the intended computing 

purpose, their form factor is not optimised for network processors. 

NIC 

A Network Interface Controller. The hardware component that connects a 

computer/server to a network (by cable). 

SmartNIC 

A NIC that can also offload computing tasks from the CPU unit. 

NPU SmartNIC 

Network Processing Unit is a technology that previously was used by many for 

SmartNIC. Today, few use the technology. 

FPGA  

Field-programmable gate array (FPGA) is an integrated circuit (“chip”) designed to 

be configured by the customer after manufacturing. 

                                                

52 VMware 
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ASIC  

Application Specific Integrated Circuit (ASIC) is an integrated circuit customized for 

a particular use, rather than intended for general-purpose use.  

CPU  

Central Processing Unit (CPU) is the hardware component that carries out the 

instructions of a computer program (i.e. “the brain” in the computer). Most modern 

CPUs are microprocessors, meaning that they are located on a single integrated 

circuit.   

Zero packet loss 

Packet loss occurs when one or more packets of data travelling across a computer 

network fail to reach their destination. Packet loss is either caused by errors in data 

transmission, typically across wireless networks,53 or network congestion.54 Packet 

loss is measured as a percentage of packets lost with respect to packets sent. 

Acceptable packet loss  

Packet loss is closely associated with quality of service (along with throughput, bit 

rate, transmission delay, jitter, etc.). The amount of packet loss that is acceptable 

depends on the type of data being sent: for example, in voice-over-IP, losses of 

~5% may not affect quality and 1-2.5% might be acceptable for video, while a single 

packet loss might result in losing part of the file when transmitting a text document 

or web page.  

Hardware acceleration 

Hardware acceleration is the use of computer hardware specially made to perform 

some functions more efficiently (decrease latency / increase throughput) than is 

possible in software running on a general-purpose CPU55. Any computation can be 

calculated by software running on a generic CPU, or through custom-made 

hardware, or a mix.  

Network packet 

Formatted unit of data carried in a packet switched network. If you send a 3.5KB 

email to a friend and the network uses fixed length 1KB packets, the network will 

send four numbered packets. Network routes will send the packets to the 

destination and the computer will reassemble the email.  

 

 

 

 

 

  

                                                
53 http://www.cse.nd.edu/Reports/2007/TR-2007-06.pdf 
54 Kurose, J.F. & Ross, K.W. (2010). Computer Networking: A Top-Down Approach. 
 

http://www.cse.nd.edu/Reports/2007/TR-2007-06.pdf
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Source: ABG Sundal Collier, Company data 
  

Income Statement (DKKm) Q1 2018 Q2 2018 Q3 2018 Q4 2018 Q1 2019 Q2 2019 Q3 2019e Q4 2019e

Sales 22 25 5 54 38 40 36 49

COGS -7 -7 -11 -32 -12 -11 -11 -17

Gross profit 15 17 -5 22 27 29 25 31

Other operating items -31 -33 -28 -32 -28 -28 -24 -30

EBITDA -16 -16 -33 -10 -1 1 1 1

Depreciation and amortisation -11 -12 -33 -52 -6 -6 -6 -6

EBITA -26 -28 -66 -62 -8 -5 -5 -5

EO items 0 0 -20 0 0 0 0 0

Impairment and PPA amortisation 0 0 0 0 0 0 0 0

EBIT -26 -28 -66 -62 -8 -5 -5 -5

Net financial items -2 1 -6 -3 -1 -0 -0 -0

Pretax profit -28 -27 -72 -65 -8 -6 -5 -5

Tax 6 6 -18 19 -1 -0 1 1

Net profit -22 -21 -91 -46 -9 -6 -4 -4

Minority interest 0 0 0 0 0 0 0 0

Net profit discontinued 0 0 0 0 0 0 0 0

Net profit to shareholders -22 -21 -91 -46 -9 -6 -4 -4

EPS -0.74 -0.70 -2.29 -1.16 -0.14 -0.07 -0.05 -0.05

EPS Adj -0.74 -0.70 -1.89 -1.16 -0.14 -0.07 -0.05 -0.05

Total extraordinary items after tax 0 0 -16 0 0 0 0 0

Tax rate (%) 22.0 22.0 25.3 29.3 15.7 8.6 22.0 22.0

Gross margin (%) 67.6 69.8 -105.6 41.1 69.6 72.6 69.0 64.0

EBITDA margin (%) -70.9 -65.4 -643.6 -18.4 -3.2 2.8 3.0 3.0

EBITA margin (%) -118.2 -113.2 -1,289.0 -114.8 -20.0 -13.1 -13.7 -9.3

EBIT margin (%) -118.2 -113.2 -1,289.0 -114.8 -20.0 -13.1 -13.7 -9.3

Pretax margin (%) -126.1 -108.3 -1,409.9 -120.1 -21.4 -14.3 -14.8 -10.2

Net margin (%) -98.3 -84.4 -1,766.0 -84.8 -24.8 -15.6 -11.5 -8.0

Growth rates Y/Y Q1 2018 Q2 2018 Q3 2018 Q4 2018 Q1 2019 Q2 2019 Q3 2019e Q4 2019e

Sales growth (%) -61.3 -56.2 -88.4 12.7 71.6 60.3 600.0 -10.0

EBITDA growth (%) -chg -chg -chg -chg +chg +chg +chg +chg

EBIT growth (%) -chg -chg -chg -chg +chg +chg +chg +chg

Net profit growth (%) -chg -chg -chg -chg +chg +chg +chg +chg

EPS growth (%) -chg -chg -chg -chg +chg +chg +chg +chg

Adj earnings numbers Q1 2018 Q2 2018 Q3 2018 Q4 2018 Q1 2019 Q2 2019 Q3 2019e Q4 2019e

EBITDA Adj -16 -16 -13 -10 -1 1 1 1

EBITDA Adj margin (%) -70.9 -65.4 -254.2 -18.4 -3.2 2.8 3.0 3.0

EBITA Adj -26 -28 -46 -62 -8 -5 -5 -5

EBITA Adj margin (%) -118.2 -113.2 -899.5 -114.8 -20.0 -13.1 -13.7 -9.3

EBIT Adj -26 -28 -46 -62 -8 -5 -5 -5

EBIT Adj margin (%) -118.2 -113.2 -899.5 -114.8 -20.0 -13.1 -13.7 -9.3

Pretax profit Adj -28 -27 -52 -65 -8 -6 -5 -5

Net profit Adj -22 -21 -75 -46 -9 -6 -4 -4

Net profit to shareholders Adj -22 -21 -75 -46 -9 -6 -4 -4

Net Adj margin (%) -98.3 -84.4 -1,454.4 -84.8 -24.8 -15.6 -11.5 -8.0
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Income Statement (DKKm) 2012 2013 2014 2015 2016 2017 2018 2019e 2020e 2021e

Sales 0 182 182 217 235 206 106 162 183 210

COGS 0 -52 -49 -62 -71 -67 -57 -51 -56 -62

Gross profit 0 131 134 155 164 139 49 111 128 148

Other operating items 0 -131 -116 -120 -120 -126 -124 -109 -106 -112

EBITDA 0 0 18 34 43 14 -75 2 21 36

Depreciation and amortisation 0 0 -24 -29 -37 -38 -108 -25 -18 -21

Of which leasing depreciation 0 0 0 0 0 0 0 -2 -2 -2

EBITA 0 0 -6 5 6 -24 -183 -22 3 15

EO items 0 0 0 0 0 0 -20 0 0 0

Impairment and PPA amortisation 0 0 0 0 0 0 0 0 0 0

EBIT 0 0 -6 5 6 -24 -183 -22 3 15

Net financial items 0 0 5 6 -0 -6 -10 -2 -2 -2

Pretax profit 0 0 -1 11 6 -30 -192 -24 1 13

Tax 0 0 -0 -3 -2 5 13 0 -0 -3

Net profit 0 0 -1 8 4 -24 -179 -24 1 10

Minority interest 0 0 0 0 0 0 0 0 0 0

Net profit discontinued 0 0 0 0 0 0 0 0 0 0

Net profit to shareholders 0 0 -1 8 4 -24 -179 -24 1 10

EPS 0 0 0 0 0 0 0 -0.28 0.01 0.12

EPS Adj 0 0 0 0 0 0 0 -0.28 0.01 0.12

Total extraordinary items after tax 0 0 0 0 0 0 -16 0 0 0

Leasing payments 0 0 0 0 0 0 0 -3 -3 -3

Tax rate (%) ns ns 39.5 29.9 37.3 18.1 6.7 2.0 22.0 22.0

Gross margin (%) nm 71.7 73.3 71.4 69.7 67.7 46.2 68.5 69.5 70.5

EBITDA margin (%) nm 0 9.9 15.8 18.5 6.7 -70.6 1.5 11.5 17.0

EBITA margin (%) nm 0 -3.2 2.5 2.6 -11.6 -171.9 -13.7 1.5 7.0

EBIT margin (%) nm 0 -3.2 2.5 2.6 -11.6 -171.9 -13.7 1.5 7.0

Pretax margin (%) nm 0 -0.4 5.1 2.5 -14.5 -181.0 -14.9 0.5 6.1

Net margin (%) nm 0 -0.5 3.6 1.6 -11.9 -168.9 -14.6 0.4 4.8

Growth rates Y/Y 2012 2013 2014 2015 2016 2017 2018 2019e 2020e 2021e

Sales growth (%) na na 0.2 18.8 8.3 -12.2 -48.5 53.0 12.9 14.3

EBITDA growth (%) na na high 90.1 27.0 -68.1 -639.9 103.2 771.4 68.8

EBIT growth (%) na na high 192.8 9.8 -497.8 -664.7 87.8 112.4 429.9

Net profit growth (%) na na high 886.2 -51.7 -756.2 -633.9 86.8 103.2 1,228.1

EPS growth (%) na na na na na na na high 103.2 1,228.1

Profitability 2012 2013 2014 2015 2016 2017 2018 2019e 2020e 2021e

ROE (%) nm nm -1.0 4.0 1.9 -12.6 -164.6 -47.4 1.2 13.8

ROE Adj (%) nm nm -1.0 4.0 1.9 -12.6 -149.9 -47.4 1.2 13.8

ROCE (%) nm nm -0.2 5.8 3.1 -11.2 -122.6 -23.1 2.8 12.6

ROCE Adj(%) nm nm -0.2 5.8 3.1 -11.2 -109.2 -23.1 2.8 12.6

ROIC (%) na na -16.1 3.3 2.5 -11.0 -127.8 -24.0 2.1 10.1

ROIC Adj (%) na na -16.1 3.3 2.5 -11.0 -113.8 -24.0 2.1 10.1

Adj earnings numbers 2012 2013 2014 2015 2016 2017 2018 2019e 2020e 2021e

EBITDA Adj 0 0 18 34 43 14 -55 2 21 36

EBITDA Adj margin (%) nm 0 9.9 15.8 18.5 6.7 -51.8 1.5 11.5 17.0

EBITDA lease Adj 0 0 18 34 43 14 -55 -0 18 33

EBITDA lease Adj margin (%) nm 0 9.9 15.8 18.5 6.7 -51.8 -0.3 10.1 15.7

EBITA Adj 0 0 -6 5 6 -24 -163 -22 3 15

EBITA Adj margin (%) nm 0 -3.2 2.5 2.6 -11.6 -153.1 -13.7 1.5 7.0

EBIT Adj 0 0 -6 5 6 -24 -163 -22 3 15

EBIT Adj margin (%) nm 0 -3.2 2.5 2.6 -11.6 -153.1 -13.7 1.5 7.0

Pretax profit Adj 0 0 -1 11 6 -30 -172 -24 1 13

Net profit Adj 0 0 -1 8 4 -24 -163 -24 1 10

Net profit to shareholders Adj 0 0 -1 8 4 -24 -163 -24 1 10

Net Adj margin (%) nm 0 -0.5 3.6 1.6 -11.9 -153.8 -14.6 0.4 4.8
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Cash Flow Statement (DKKm) 2012 2013 2014 2015 2016 2017 2018 2019e 2020e 2021e

EBITDA 0 0 18 34 43 14 -75 2 21 36

Net financial items 0 0 5 6 -0 -6 -10 -2 -2 -2

Paid tax 0 0 -0 -3 -2 5 13 -2 0 0

Non-cash items 0 0 8 8 8 0 0 0 0 0

Cash flow before change in WC 0 0 31 44 49 14 -72 -1 19 34

Change in WC 0 0 -20 -11 -28 1 20 -9 -6 -8

Operating cash flow 0 0 11 33 21 15 -48 -8 14 27

CAPEX tangible fixed assets 0 0 -7 -4 -3 -5 -0 -0 0 0

CAPEX intangible fixed assets 0 0 -38 -43 -46 -48 -35 -13 -18 -21

Acquisitions and disposals 0 0 0 0 0 0 0 0 0 0

Free cash flow 0 0 -35 -14 -28 -38 -84 -21 -4 6

Dividend paid 0 0 0 0 0 0 0 0 0 0

Share issues and buybacks 0 0 0 0 0 0 0 0 0 0

Other non cash items 0 0 123 -3 -1 2 26 43 -1 -2

Decrease in net IB debt 0 0 88 -16 -28 -37 -32 14 -7 3

Balance Sheet (DKKm) 2012 2013 2014 2015 2016 2017 2018 2019e 2020e 2021e

Goodwill 0 0 0 0 0 0 0 0 0 0

Other intangible assets 0 0 71 91 105 120 43 37 39 41

Tangible fixed assets 0 0 10 8 6 6 3 2 2 2

Right-of-use asset 0 0 0 0 0 0 0 14 14 15

Total other fixed assets 0 0 6 2 2 2 2 2 2 2

Fixed assets 0 0 88 102 114 129 48 55 57 60

Inventories 0 0 9 14 19 36 17 17 19 22

Receivables 0 0 39 55 82 61 45 44 50 57

Other current assets 0 0 0 0 0 0 0 0 0 0

Cash and liquid assets 0 0 88 76 47 40 17 33 26 30

Total assets 0 0 225 248 261 266 127 149 153 169

Shareholders equity 0 0 190 197 204 183 35 65 66 79

Minority 0 0 0 0 0 0 0 0 0 0

Total equity 0 0 190 197 204 183 35 65 66 79

Long-term debt 0 0 6 5 5 0 0 0 0 0

Pension debt 0 0 0 0 0 0 0 0 0 0

Convertible debt 0 0 0 0 0 0 0 0 0 0

Leasing liability 0 0 0 0 0 0 0 14 15 15

Total other long-term liabilities 0 0 0 5 8 7 13 13 13 13

Short-term debt 0 0 1 1 0 35 45 31 31 31

Accounts payable 0 0 29 38 42 40 25 15 17 19

Other current liabilities 0 0 0 2 2 1 13 10 10 11

Total liabilities and equity 0 0 225 248 262 267 131 149 152 169

Net IB debt 0 0 -88 -73 -44 -7 25 11 18 14

Net IB debt excl. pension debt 0 0 -88 -73 -44 -7 25 11 18 14

Net IB debt excl. leasing 0 0 -88 -73 -44 -7 25 -4 3 -1

Capital invested 0 0 102 131 170 184 83 99 108 118

Working capital 0 0 20 31 59 57 37 46 53 61

EV breakdown 2012 2013 2014 2015 2016 2017 2018 2019e 2020e 2021e

Market cap. diluted (m) na 0 0 336 553 393 77 287 287 287

Net IB debt Adj 0 0 -88 -73 -44 -7 25 11 18 14

Market value of minority 0 0 0 0 0 0 0 0 0 0

Reversal of shares and participations 0 0 0 0 0 0 0 0 0 0

Reversal of conv. debt assumed equity 0 0 0 0 0 0 0 0 0 0

EV na 0 -88 263 509 386 102 298 305 302

Capital efficiency 2012 2013 2014 2015 2016 2017 2018 2019e 2020e 2021e

Total assets turnover (%) nm nm 162.2 91.7 92.2 78.1 54.0 117.8 121.8 130.4

Working capital/sales (%) nm 0 5.6 11.9 19.2 28.2 44.6 25.7 26.9 27.0

Financial risk and debt service 2012 2013 2014 2015 2016 2017 2018 2019e 2020e 2021e

Net debt/equity nm nm -0.46 -0.37 -0.22 -0.04 0.72 0.16 0.27 0.18

Net debt/market cap na nm nm -0.48 -0.09 -0.01 0.09 0.04 0.06 0.05

Equity ratio (%) nm nm 84.3 79.6 78.2 68.8 27.3 43.8 43.3 46.7

Net IB debt adj./equity nm nm -0.46 -0.37 -0.22 -0.04 0.72 0.16 0.27 0.18

Current ratio nm nm 4.63 3.58 3.36 1.81 0.96 1.52 1.48 1.62

EBITDA/net interest na na -3.47 -6.19 724.32 2.33 -7.83 1.29 11.72 19.56

Net IB debt/EBITDA nm nm -4.89 -2.12 -1.02 -0.51 -0.34 4.43 0.84 0.40

Net IB debt/EBITDA lease Adj nm nm -4.89 -2.12 -1.02 -0.51 -0.46 8.46 0.17 -0.02

Interest cover nm nm -0.45 19.71 17.37 -4.01 -19.06 -10.25 1.45 6.95
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Valuation and Ratios (DKKm) 2012 2013 2014 2015 2016 2017 2018 2019e 2020e 2021e

Shares outstanding adj. 0 0 0 29 29 30 40 83 83 83

Fully diluted shares Adj 0 0 0 29 29 30 40 83 83 83

EPS 0 0 0 0 0 0 0 -0.28 0.01 0.12

Dividend per share Adj 0 0 0 0 0 0 0 0 0 0

EPS Adj 0 0 0 0 0 0 0 -0.28 0.01 0.12

BVPS 0 0 0 6.82 6.96 6.18 0.88 0.78 0.80 0.95

BVPS Adj 0 0 0 3.66 3.38 2.12 -0.21 0.34 0.33 0.46

Net IB debt / share na na na -2.5 -1.5 -0.2 0.6 0.1 0.2 0.2

Share price na 11.44 5.76 11.62 18.84 13.27 1.95 3.46 3.46 3.46

Market cap. (m) na 0 0 336 553 393 77 287 287 287

Valuation 2012 2013 2014 2015 2016 2017 2018 2019e 2020e 2021e

P/E na nm nm nm nm nm nm -12.1 380.7 28.7

EV/sales na 0 -0.48 1.21 2.17 1.87 0.96 1.84 1.66 1.44

EV/EBITDA na nm -4.9 7.7 11.7 27.8 -1.4 123.1 14.5 8.5

EV/EBITA na nm 15.0 48.2 84.8 -16.2 -0.6 -13.4 110.2 20.6

EV/EBIT na nm 15.0 48.2 84.8 -16.2 -0.6 -13.4 110.2 20.6

Dividend yield (%) na 0 0 0 0 0 0 0 0 0

FCF yield (%) na 0 0 0 0 0 0 -7.3 -1.5 2.2

P/BVPS na nm nm 1.70 2.71 2.15 2.23 4.41 4.35 3.64

P/BVPS Adj na nm nm 3.18 5.57 6.24 -9.40 10.18 10.59 7.59

P/E Adj na nm nm nm nm nm nm -12.1 380.7 28.7

EV/EBITDA Adj na nm -4.9 7.7 11.7 27.8 -1.9 123.1 14.5 8.5

EV/EBITA Adj na nm 15.0 48.2 84.8 -16.2 -0.6 -13.4 110.2 20.6

EV/EBIT Adj na nm 15.0 48.2 84.8 -16.2 -0.6 -13.4 110.2 20.6

EV/cap. employed na nm -0.4 1.3 2.4 1.8 1.3 2.7 2.7 2.4

Investment ratios 2012 2013 2014 2015 2016 2017 2018 2019e 2020e 2021e

Capex/sales nm 0 25.0 21.7 20.8 25.9 33.8 8.2 10.0 10.0

Capex/depreciation nm nm 190.9 163.5 130.1 141.1 33.4 59.3 112.7 111.1

Capex tangibles/tangible fixed assets nm nm 70.8 48.6 46.5 77.9 18.2 7.3 0 0

Capex intangibles/definite intangibles nm nm 53.8 47.0 43.6 40.3 82.5 35.7 47.1 51.1

Depreciation on intangibles/definite intangibles nm nm 33.5 31.5 35.7 31.4 250.5 60.8 41.8 45.9

Depreciation on tangibles/tangibles nm nm 0 0 0 0 0 0 0 0
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