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Buy (old: Buy)  GK SOFTWARE AG 
PT: € 46.75 (alt: € 46.75)   

  Q1 is no surprise, sights are set on the second half 
Changes   

 2013E 2014E  In Q1, GK SOFTWARE achieved an increase in sales of 21.8%, mainly 
as a result of inorganic growth effects. Traditional core business 
tapered off due to a significantly weaker licensing business. The now 
negative EBIT (€-0.4 million vs. €1.4 million in the same period of 
last year) reflects, first and foremost, previous capacity-building 
activities. We do not expect a recovery of the organic increase in 
sales - and therefore also a high utilization of established capacity - 
until the second half of the year: in Q2, sales are expected to remain 
at a similar level as achieved in Q1. From Q3 onwards, we expect 
more (international) license sales from the SAP cooperation which 
would be high-margin sales that would then, in turn, significantly 
improve profitability from sales. Based on our estimates, GK is in a 
more favourable position over peer companies with 2013 EV/sales at 
1.1, and DCF analysis also signals room at the top. The decisive 
trigger for the stock continues to be achieving successful results in 
international sales, and if these results are achieved for the second 
half, then investor confidence is likely to return. 

 New Delta New Delta  
Sales 47.1 0% 54.1 0%  
EBIT 6.8 0% 8.6 0%  
EPS 2.85 0% 3.61 0%  
EPS* 2.85 0% 3.61 0%  
DPS 0.70 0% 0.70 0%  
*clean  

 

Homepage: www.gksoftware.de  

Industry: IT/Software 

ISIN DE0007571424 
    

Bloomberg GKS:GR   Investment Highlights 
Price (24.06.13): € 29.50   

Market Cap: € 53 Mio.  
 With further persistent reluctance of capital investment from the 

retail chains, GK SOFTWARE was only able to increase its 
quarterly sales figure by its acquisition of the AWEK Group (sales 
volume Q1: €2.5 million). While maintenance and services 
showed slight organic growth, the fall in sales of licenses (€0.36 
million vs. €1.67 million) was responsible for the 13.1% decline in 
reported sales figures for GK/Retail, its core business unit. 

 Apart from the current accumulation of investment for strategic 
IT projects, the general (macro) environment is quite favourable. 
The retail market compared against the previous year has been 
particularly stable, with 43% of retailers wanting to invest more 
than was invested in the preceding year according to a 2013 
industry sector survey. Despite continued use of outdated 
solutions (25% of point of sale systems are older than 10 years), 
it is not yet entirely clear if the additional investment will flow 
into IT. Retail is at a crossroads: although it is indeed certain that 
the future belongs to Omni-Channel Retailing approaches, the 
ambiguity of implementation and lack of best practices projects 
both serve at present to extend the duration of sales cycles. We 
see GK as being well-equipped in regards to the Omni-Channel 
approach which is why the company is likely to benefit 
disproportionately from the dissipation of the investment backlog. 

 The cooperation with SAP has not yet fully met expectations on 
the one hand and on the other hand has led to at least 10 
projects. So far, two GK/SAP projects - Dohle (Q1) and Modis 
(Q2) - have been reported this year. We expect a medium-term 
push for cooperation through the reseller agreement for North 
America that was concluded in May 2013. 

Enterprise Value: € 52 Mio.  
Ø-volume (100 days): € 47,423  
52W High: € 40.50  
52W Low: € 27.00  
   

 

 

Financial Calendar 

28.08.2013 Q2 report 

  
 

  
Shareholder structure   
GK Software Holding 52.3%  
Scherzer & Co. AG 5.2%  

R. Gläß 3.5%  

S. Kronmüller 2.2%  
 

 
 

Share performance 
 

26,00

28,00

30,00

32,00

34,00

36,00

38,00

40,00

42,00

44,00

46,00

02.01.12 02.04.12 02.07.12 02.10.12 02.01.13 02.04.13
 

 

 

Daniel Grossjohann 

+49 (0)69 – 2561 285 13 
grossjohann@vararesearch.de 
Benjamin Ludacka 

+49 (0)69 – 2561 285 12 
ludacka@vararesearch.de 
Michael Vara 
+49 (0)69 – 2561 285 11 
vara@vararesearch.de 
 

  Key figures 
  Sales Net 

result 
adj. 
EPS 

adj. 
P/E 

EV/ 
Sales 

EV/ 
EBIT 

EBIT 
Margin 

ROE 
(%) 

 2011 31.8 4.6 2.55 16.77 2.14 10.23 21.0% 17.4% 

 2012 28.4 0.7 0.38 100.8 2.39 86.58 2.8% 2.4% 

 2013e 47.1 5.1 2.85 10.35 1.11 7.67 14.5% 16.1% 

 2014e 54.1 6.5 3.61 8.17 0.97 6.06 16.0% 17.1% 

 2015e 59.5 8.1 4.50 6.55 0.88 4.90 18.0% 18.4% 

             Source: Company Data/ Vara Research GmbH  
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In the US, GK reached several milestones that should soon 

materialize into sales and projects. The reseller agreement with 

SAP extended to North America in May 2013 and was accompanied 

by an implementation partnership with RedIron, the key 

implementation partner for the existing SAP-POS-Solution 

(Triversity). RedIron has worked with 90% of all large retail chains 

who use this solution. This suggests something for the near future 

for the US business, because it is likely that retailers who have 

been using the old POS solution from SAP up until now will 

continue to choose an SAP-based solution as part of a modernizing 

IT update due to the integration of SAP-ERP systems. In projects 

such as these, GK would participate through the sale of its own 

modules. 

 

The outlook for sales is good according to the data from company 

reports. This applies both for direct sales as well as for partner-

based sales. There are several ongoing calls for tender in Germany 

and abroad where GK is well-positioned with its own range of 

solutions. Currently, several implementation partners (including 

HP) are preparing for the introduction of the GK/Retail-Solution 

outside the DACH region.  

Milestones reached in US 

business endeavours 

and... 

... a full pipeline of 

orders should bring 

about a noticeable 

recovery in the second 

half 
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A. Disclosures in accordance with § 34 b WpHG (German Securities Trading Act), 
Finanzanalyseverordnung (FinAnV) (Ordinance on the Analysis of Financial 
Instruments): 

I. Disclosures on authorship, responsible company, regulatory authority:  

Company responsible for the publication: Vara Research GmbH 

Authors of this financial analysis: Daniel Großjohann, Analyst and Michael 
Vara, Analyst and Managing Director of Vara Research GmbH 

Vara Research GmbH is subject to regulation through the Federal Financial 
Supervisory Authority (BaFin). 

Previous financial analyses: 

Company  Date  Rating Target price 

GK SOFTWARE AG   04/22/2010 Hold € 50.85 

GK SOFTWARE AG   06/21/2010 Hold € 50.85 

GK SOFTWARE AG   09/08/2010 Hold € 56.95 

GK SOFTWARE AG   12/02/2010 Hold € 56.00 

GK SOFTWARE AG   01/19/2011 Hold € 55.70 

GK SOFTWARE AG   05/16/2011 Buy € 56.45 

GK SOFTWARE AG   06/20/2011 Buy € 56.45 

GK SOFTWARE AG   08/16/2011 Buy € 50.90 

GK SOFTWARE AG 09/08/2011 Buy € 52.70 

GK SOFTWARE AG 11/14/2011 Buy € 53.45 

GK SOFTWARE AG 12/14/2011 Buy € 53.45 

GK SOFTWARE AG 03/06/2012 Buy € 53.45 

GK SOFTWARE AG 05/07/2012 Buy € 58.50 

GK SOFTWARE AG 06/27/2012 Buy € 58.50 

GK SOFTWARE AG 01/07/2013 Buy € 56.50 

GK SOFTWARE AG 04/15/2013 Buy € 46.75 

GK SOFTWARE AG 05/13/2013 Buy € 46.75 

II. Additional disclosures: 

1. Information sources: 

Material sources of information for preparing this document are publications in 
domestic and foreign media such as information services (including but not 
limited to Reuters, VWD, Bloomberg, DPA –AFX), business press (including but 
not limited to Börsenzeitung, Handelsblatt, Frankfurter Allgemeine Zeitung, 
Financial Times), professional publications, published statistics, rating agencies as 
well as publications of the analysed issuers.  

Furthermore, discussions were held with the Management for the purpose of 
preparing the company study. The analysis was provided to the issuer prior to 
going to press; no changes were made afterwards, however. 

2. Summary of the valuation principles and methods used in preparation of 
the analysis: 

Vara Research GmbH uses a 3-level absolute share rating system. The ratings 
pertain to a time horizon of up to 12 months. 

BUY: the expected price trend of the share amounts to at least +15%. NEUTRAL: 
The expected price trend lies between -15% and +15%. SELL: The expected price 
trend amounts to more than -15%. 

The following valuation methods are used when valuing companies: Multiplier 
models (price/earnings, price/cash flow, price/book value, EV/revenues, EV/EBIT, 
EV/EBITA, EV/EBITDA), peer group comparisons, historical valuation approaches, 

discounting models (DCF, DDM), break-up value approaches or asset valuation 
approaches. The valuation models are dependent upon macroeconomic measures 
such as interest, currencies, raw materials and assumptions concerning the 
economy. In addition, market moods influence the valuation of companies. 
Furthermore, the approaches are based on expectations that can change quickly 
and without warning, according to industry-specific developments. As a result, the 
results of the valuation and target prices derived from the models can change 
correspondingly. The results of the valuation are based on a period of 12 months. 
They are, however, subject to market conditions and represent a snapshot. They 
can be reached more quickly or more slowly or be revised upwards or downwards. 



 

 
11

 

3. Date of initial publication of the financial analysis: 

           (06/26/2013) 

4. Date and time of the prices of financial instruments disclosed 

therein: 

           (Price on 06/24/2013) 

 

5. Updates: 

We have currently not yet set a fixed date to provide a precise update of this 
analysis. Vara Research GmbH reserves the right to update the analysis 
unannounced. 

 III. Disclosures on possible conflicts-of-interest: 

An agreement exists between Vara Research GmbH and ICF Kursmakler 
AG on the preparation of this publication. Vara Research GmbH receives 
consideration to that extent. 

The success of Vara Research GmbH is based on direct and/or indirect payments 
from issuers and institutional investors in connection with business activities, 
which affect the issuer and his securities. 

Vara Research GmbH (and affiliated companies), the authors as well as 
other persons and companies who participated in the preparation of the 
financial analysis 

- Do not hold any material investments in the issuer.  

- Serve neither the issuer (by placing buy or sell orders in a market) 
nor financial instruments that are the subject of this financial analysis, 

- Were (within the last 12 months) not a participant in the 
management of a consortium for the issuance of financial instruments, 
which themselves or their issuer is the subject of this financial analysis, 

- Were neither bound to an agreement on services in connection 
with investment bank business towards the issuer, nor have they 
received consideration or promise of consideration from such 
agreements, 

- Have no other material financial interests in connection with the 
issuer or the subject of the financial analysis. 

B. General disclosures/liability arrangement: 

1. This document was prepared by Vara Research GmbH exclusively for 
information purposes. 

2. This document is exclusively for publication on the homepage of the 
relevant company and intended for use by national institutional investors. 
Copying, forwarding and distribution is only allowed with written permission of 
Vara Research GmbH. 

3. This document is neither a recommendation nor an offer nor application of 
an offer for the purchase, sale or subscription of any security or investment. It is 
by no means meant to provide investment advice. 

4. This document, prepared by Vara Research GmbH, is based on information 
from sources (publicly available information and tax rates at the time of 
publication, which can, however, change), which, according to Vara Research 
GmbH, are dependable, yet not actually available for independent verification. 
Despite diligent verification, Vara Research GmbH cannot provide a guarantee, 
assurance or warranty for completeness and correctness; responsibility and 

liability is therefore excluded insofar as there is no intent or gross negligence on 
the part of Vara Research GmbH.  All statements and opinions are exclusively 
those of Vara Research GmbH and can be changed without prior notice. Any 
error-caused misstatements of the document can be corrected by Vara Research 
GmbH, without Vara Research GmbH being held responsible for damages as a 
result of these misstatements. 

 


