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COMPANY DESCRIPTION 

Shearwater provides cyber security, advisory 
and managed security services 

www.shearwatergroup.com 
PERLPARA 

FY23 trading update and outlook 

Shearwater yesterday issued a trading update further to its previous trading 
update for the year ending 31 March 2023.  Shearwater continues to expect 
revenue of c.£27.0m (FY22: £35.9m) with adjusted EBITDA at around 
breakeven (FY22: £4.4m), but net cash at year-end is expected to be around 
£4.0m, ahead of the previous guidance of £3.4m.  Importantly, the company 
has seen an improving outlook and order pipeline since the year-end.  In Q4 
the business was impacted by delays and deferrals of orders and work in 
both the Software and Services businesses, leading to significant cuts to 
expectations.  With the recent launch of new software products and a 
robust balance sheet, the statement suggests that the company has 
regained its poise and is positioned to move forward. We are publishing 
revised forecasts, and look forward to more detail on management plans to 
drive growth and profits at the results in August.   

▪ Revised estimates for FY23 and FY24. Our forecasts for FY23 and FY24 
reflect the recent management statements and are consistent with the 
delivery of delayed sales from FY23 in FY24, along with some traction for 
the recent software launches.  Balancing the slippage of FY23 sales into 
FY24 and management actions against the ongoing macroeconomic 
headwinds, we now forecast FY24 revenue of £32.4m and adjusted 
EBITDA of £2.4m, from £40.6m and £5.1m, respectively, along with 
positive cash generation. Given the management’s confidence, we are 
also introducing forecasts for FY25 showing further progress. 

▪ Software launches offer return on R&D.  It is positive to see Shearwater’s 
investment in software coming through. Shearwater has recently released 
SecurEnvoy’s Access Management version 3, positively positioning it 
against its competition with a solution that helps manage and control 
access to both systems and software.  It implements Zero Trust principles; 
offers multi-factor authentication; diminishes supply chain risk; enhances 
productivity with single sign-on; enables compliance with regulatory 
standards and frameworks such as PCI DSS, GDPR, HIPAA, and NIST; and 
streamlines access provisioning. It is provided as hosted Software-as-a-
Service or in the customer’s Private Cloud environment or Data Centre.  

▪ Management taking action with firm foundations. The update confirms 
that Shearwater has a good pipeline of business and that management 
continues to work to address underperforming areas. We look forward to 
results in August with hopefully further detail on improvements in trading 
and on actions management is taking to drive growth and profits. 
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FYE MAR (£M) 2021 2022 2023E 2024E 2025E 

Revenue 31.8 35.9 27.0 32.4 36.6 

Adj EBITDA 3.7 4.4 0.0 2.4 3.2 

Fully Adj PBT 2.2 2.8 -1.4 0.8 1.5 

Fully Adj Dil EPS (p) 9.7 10.3 -5.9 3.1 6.2 

EV/Sales (x) 0.3x 0.3x 0.4x 0.3x 0.3x 

EV/EBITDA (x) 2.7x 2.3x 300.5x 4.1x 3.1x 

PER (x) 6.1x 5.7x N/A 18.6x 9.4x 

Source: Company Information and Progressive Equity Research estimates. 
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Financial Summary: Shearwater Group 

Year end: March (£m unless shown)      
      
PROFIT & LOSS 2021 2022 2023E 2024E 2025E 
Revenue 31.8  35.9  27.0  32.4  36.6  
Adj EBITDA 3.7  4.4  0.0  2.4  3.2  
Adj EBIT 0.5  1.0  (3.2) (1.0) (0.3) 
Reported PBT 0.0  0.9  (3.4) (1.3) (0.6) 
Fully Adj PBT 2.2  2.8  (1.4) 0.8  1.5  
NOPAT 2.3  2.5  (1.4) 0.8  1.5  
Reported Dil EPS (p) 0.6  (1.2) (13.9) (5.3) (2.3) 
Fully Adj Dil EPS (p) 9.7  10.3  (5.9) 3.1  6.2  
Dividend per share (p) 0.0  0.0  0.0  0.0  0.0  

      
CASH FLOW & BALANCE SHEET 2021 2022 2023E 2024E 2025E 
Operating cash flow 6.6  (0.3) (0.2) 2.2  2.6  
Free Cash flow 6.6  (0.4) (0.2) 2.2  2.6  
FCF per share (p) 27.9  (1.5) (0.8) 9.2  11.1  
Acquisitions / Investment (0.7) (1.1) (1.3) (1.1) (1.1) 
Disposals 0.0  0.0  0.0  0.0  0.0  
Shares issued 3.8  0.0  0.0  0.0  0.0  
Net cash flow 4.7  (2.5) (1.6) 1.0  1.4  
Overdrafts / borrowings (0.8) 0.0  0.0  0.0  0.0  
Cash & equivalents 8.0  5.6  4.0  5.0  6.4  
Net (Debt)/Cash 7.3  5.6  4.0  5.0  6.4  

      
NAV AND RETURNS 2021 2022 2023E 2024E 2025E 
Net asset value 56.5  56.2  52.9  51.7  51.4  
NAV/share (p) 255.5  236.1  221.9  217.2  215.7  
Net Tangible Asset Value 1.9  3.6  2.2  3.4  5.4  
NTAV/share (p) 8.5  15.3  9.3  14.3  22.5  
Average equity 54.5  56.3  54.5  52.3  51.6  
Post-tax ROE (%) 4.2% 4.5% (2.7%) 1.5% 3.0% 

      
METRICS 2021 2022 2023E 2024E 2025E 
Revenue growth  12.9% (24.7%) 19.9% 12.9% 
Adj EBITDA growth  18.7% (99.2%) 7160.2% 31.8% 
Adj EBIT growth  95.2% (429.5%) (68.6%) (73.8%) 
Adj PBT growth  27.1% (151.3%) (153.7%) 96.8% 
Adj EPS growth  6.4% (157.0%) (153.7%) 96.8% 
Dividend growth  N/A N/A N/A N/A 
Adj EBIT margins  2.7% (12.0%) (3.2%) (0.7%) 

      
VALUATION 2021 2022 2023E 2024E 2025E 
EV/Sales (x) 0.3 0.3 0.4 0.3 0.3 
EV/EBITDA (x) 2.7 2.3 300.5 4.1 3.1 
EV/NOPAT (x) 4.3 3.9 -6.9 12.8 6.5 
PER (x) 6.1 5.7 N/A 18.6 9.4 
Dividend yield N/A N/A N/A N/A N/A 
FCF yield 47.7% (2.6%) (1.3%) 15.8% 19.0% 

 

Source: Company information and Progressive Equity Research estimates 
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To arrange a meeting with the management team, or for further information about Progressive, please contact us at: 
+44 (0) 20 7781 5300 
info@progressive-research.com 
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