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Event 
NTO has delivered a solid 1H21 result with better than expected revenues delivering a likely 
“shallower” investment phase.  Further, 1H revenue approx. 50% of the mid-point of FY21 
revenue guidance (vs 47% in 1H20) puts NTO in a strong positive to deliver, potentially even 
at the upper end (of the current $47-49m range).  We increase out PT to $4.35 and maintain 
the Buy rating. 

Highlights 
• A solid 1H21 result – revenue of $24.1m (+27% YoY) was 6% better than we forecast 

($22.7m) benefitting from stronger perpetual, maintenance & support revenue, while 
subscription was in-line with our expectations (and grew an impressive +66% YoY).  NTO’s 
operating EBITDA loss (ex SBP and FX) delivered at -$3m and was c$1m better than we 
expected, benefitting from the stronger revenue.  NTO delivered gross free cash flow of 
-$5.1m and closed 1H21 with net cash of $38.6m (c$33m post the $6m to be paid for 
PDFpen in 2H21).  NTO remains well funded to reach cash break-even. 

• Key positives – strongly positioned to achieve FY revenue guidance, multiple levers to 
drive ARR growth into FY22 and beyond and outperformance of perpetual 
maintenance & support delivers a “shallower” investment phase.  1) 1H revenue of 
$24.1m represents 50% of the mid-point of FY21 guidance versus 47% in 1H20.  We 
believe 1H outperformance puts NTO in a strong position to deliver on FY21 revenue 
guidance, potentially even at the upper end of the current $47-49m range.  2) on a post 
result call, NTO management highlighted that incremental ARR from new customers 
should increase, as recent S&M investment ramps up, despite cycling maintenance 
transitions and that net revenue retention should improve back towards +120% as NTO 
benefits from a skew to enterprise, new products and its new “farmer” sales model 
focussed on expansion.  In our view, this would be fantastic outcome and would put NTO 
in a select group of ASX software companies achieving this sort of existing customer 
growth, at its relatively high gross margin level.  3) The stronger than expected perpetual, 
maintenance and support revenues, are resulting in a “shallower” investment phase, and 
allowing for positive “cash burn” revisions.  Overall, we think NTO management are doing 
a great job, scaling the S&M function, launching new products and pricing plans, and 
completing the transition of customers to subscription. 

• Potential issues – while not really an issue per se, with so many positive 
announcements recently, this update lacked a big piece of new news to further excite.  
As a reminder, this past quarter, NTO have announced: 1) the acquisition of PDFpen, 
adding native Mac, iPad and iPhone capability; 2) launched Nitro Sign as a stand-alone 
product and introduced new pricing plans across its whole platform; 3) announced an 
integration with Salesforce, the world’s leading CRM; and 4) largely completed the 
scaling of its S&M function.  While all these announcements reinforce NTO’s platform 
strategy and highlight that it is quickly maturing into a globally relevant ASX-listed 
enterprise software vendor, it can be a tough act to follow, in a short space of time. 

Recommendation 
We reiterate our Buy recommendation and increase our PT to $4.35 (was $4.20).  The key 
driver of our PT increase is a “shallower” investment phase.  Our PT is based on a 10-year 
discounted cash flow (DCF) analysis that assumes terminal revenue of $200m, an Adj EBITDA 
margin of 30%, a terminal EV/FCF multiple of 20x and a discount rate of 8.0%.  NTO continues 
to represent good value trading on an FY21 EV/Revenue multiple of 9.6x vs US peers 
DocuSign (DOCU-US) and Adobe (ADBE-US) trading on multiples of 30x and 20x respectively. 

 



 
 

 

Shaw and Partners NTO – Equity Report current as at –24/08/2021–Pg. 2 
 

 

 

   

 
Nitro Software Ltd. engages in the development and 
provision of document productivity and digital signature 
software to mid-market and enterprise customers globally. 
It operates under the following key brands: NitroPro and 
NitroSign. The company was founded in 2005 and is 
headquartered in San Fransisco, USA. 
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For FY21, we forecast: 1) ARR $41.5m vs guidance $39-42m ex PDFpen; 2) revenue of 

$48.8m vs guidance $47-49m; and 3) an Operating EBITDA loss of -$10m vs guidance for a 

loss between -$9m and -$11m. 

Forecast changes 

Figure 2: Forecast changes 

 

Source: Shaw and Partners analysis 

Old New % chg Old New % chg Old New % chg

Revenue 48.0 48.8 +2% 60.0 59.9 -0% 74.9 74.5 -1%

Opex -64.8 -66.9 +3% -79.1 -80.0 +1% -86.2 -86.4 +0%

EBITDA -16.8 -18.1 +8% -19.1 -20.1 +5% -11.3 -11.9 +6%

D&A -1.6 -1.7 +6% -1.7 -1.7 +2% -1.7 -1.8 +1%

EBIT -18.4 -19.8 +8% -20.8 -21.8 +5% -13.0 -13.7 +5%

Net interest -0.1 -0.1 -10% -0.1 -0.1 -30% -0.1 -0.1 -33%

PBT -18.5 -19.9 +8% -20.9 -21.9 +5% -13.1 -13.8 +5%

Norm NPATA -15.6 -20.1 +28% -17.1 -21.9 +28% -11.4 -13.8 +21%

Norm EPS (diluted) (¢) -7.2 -9.5 +33% -7.6 -9.9 +30% -4.9 -6.1 +24%

DPS (¢) 0.0 0.0 n.a 0.0 0.0 n.a 0.0 0.0 n.a

Gross operating cashflow -7.8 -7.7 -2% -8.4 -7.7 -9% 0.2 1.8 +647%

Capex -0.2 -0.3 +18% -0.3 -0.3 +16% -0.3 -0.4 +15%

Capitalised costs 0.0 0.0 n.a 0.0 0.0 n.a 0.0 0.0 n.a

Leases -1.6 -1.4 -9% -1.6 -1.5 -9% -1.7 -1.5 -12%

Gross free cashflow -9.7 -9.4 -2% -10.3 -9.5 -8% -1.7 0.0 -98%

Total opex -66.6 -68.6 +3% -81.1 -81.8 +1% -88.2 -88.3 +0%

Net debt -28.1 -28.3 +1% -17.9 -18.8 +6% -16.1 -18.8 +17%

FY21 FY22 FY23

Figure 1: NTO 1H21 result vs Shaw estimates and pcp  

 
 

 
 

 

Source: Company reports, Shaw and Partners analysis 

1H19A 2H19A FY19A 1H20A 2H20A FY20A 1H21A 1H21F vs Shaw vs PCP

Actual Actual Actual Actual Actual Actual Actual Fcast

Subscription 5.7 7.5 13.2 9.1 12.1 21.3 15.1 15.2 -1% 65.6%

Perpetual, maintenance & support 11.0 11.5 22.5 9.9 9.0 18.9 9.0 7.5 20% -9.4%

Operating revenue 16.7 19.0 35.7 19.1 21.1 40.2 24.1 22.7 6% 27%

Cost of sales -1.9 -1.8 -3.7 -1.8 -2.0 -3.8 -2.0 -2.0 1% 13%

Gross margin 14.8 17.2 32.0 17.3 19.1 36.4 22.1 20.7 7% 28%

Margin % 88.7% 90.7% 89.8% 90.6% 90.6% 90.6% 91.6% 91.2% 43bps 98bps

Cash opex (expensed) -15.9 -17.3 -33.2 -17.0 -21.8 -38.9 -25.1 -24.7 2% 48%

Operating EBITDA (ex SBP, non-operating) -1.1 0.0 -1.2 0.3 -2.7 -2.4 -3.0 -4.0 -25% 1040%

Margin % -6.8% -0.2% -3.3% 1.4% -12.8% -6.1% -12.5% -17.7% 520bps -1386bps

D&A -0.9 -1.1 -2.0 -0.9 -0.9 -1.7 -0.9 -0.8

Share based payments -0.3 -0.6 -0.8 -0.7 -2.2 -3.0 -4.1 -3.4

Other non-operating -0.1 1.3 1.1 -1.2 0.6 -0.5 -0.1 0.0

Group EBIT -2.4 -0.5 -2.9 -2.5 -5.1 -7.7 -8.2 -8.2 0% 225%

Net Interest -0.3 -0.2 -0.4 0.0 0.0 0.0 0.0 -0.1

PBT -2.7 -0.6 -3.3 -2.5 -5.2 -7.7 -8.2 -8.3

Tax -0.1 -0.3 -0.4 0.4 -0.3 0.1 -0.1 0.8

NPAT (pre-significant items) -2.8 -0.9 -3.7 -2.1 -5.5 -7.5 -8.4 -7.4 12% 304%

Add back acquired amortisation 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

NPATA (pre-significant items) -2.8 -0.9 -3.7 -2.1 -5.5 -7.5 -8.4 -7.4 12% 304%

Rep EBITDA (inc SBP) -1.5 0.6 -0.9 -1.7 -4.3 -5.9 -7.3 -7.4 -1% 341%

Margin % -9.1% 3.3% -2.5% -8.7% -20.3% -14.8% -30.2% -32.5% 235bps -2152bps

Cashflow

EBITDA -1.1 0.0 -1.2 0.3 -2.7 -2.4 -3.0 -4.0

Working capital 0.1 1.5 1.6 -1.6 2.5 0.9 -1.2 -1.7

Gross operating cashflow -1.1 1.5 0.4 -1.4 -0.2 -1.6 -4.2 -5.7 -25% 210%

Cash conversion 93% -3423% -35% -516% 7% 63% 140% 141%

Capex -0.5 -0.1 -0.7 -0.1 -0.1 -0.2 -0.2 -0.1 40% 64%

Capitalised development 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 na na

Leases -0.6 -0.8 -1.3 -0.8 -0.8 -1.5 -0.7 -0.8 -9% -6%

Gross free cashflow -2.2 0.6 -1.6 -2.2 -1.1 -3.3 -5.1 -6.6 -23% 130%

Net debt (cash) 0.8 -47.0 -47.0 -43.9 -43.7 -43.7 -38.6 -37.2
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Key risks 

Failure to deliver on ARR growth expectations  
Investor expectations regarding NTO’s ability to deliver superior long run growth have been 
rising over recent months.  While the growth story is compelling, it is not risk free.  New 
products like Nitro Sign, may fail to achieve the take up or usage expected.  Competing 
vendors like DocuSign have strong network effects including incumbency, brand and 
integrations.  In addition, new customer adds may just prove harder, despite efforts to scale 
the team, which impact efficiency.  These potential outcomes, or any others that suggest 
ARR growth expectations may not be achieved, would likely weigh on the share price. 

Failure to achieve expected long-term margins 
NTO adopts a discount pricing strategy vs its market leading competitors, with the goal of 
increasing customer value over-time via upsell and the cross-sell of additional products.  If 
this can’t be achieved then it puts at risk the potential long term margins achievable for the 
business from its signed customer base. 

Competitive response from dominant category vendors 
NTO competes in categories that already have a dominant leader, being Adobe in PDF 
productivity and DocuSign in eSigning.  If those dominant leaders perceive NTO as an 
increasing threat, then they could aggressively match NTO’s pricing, forcing it into a price 
war and/or retaliate in other ways, like specifically targeting key accounts or staff etc. 

Broader ‘Tech’ rotation risks may impact sentiment 
ASX software stocks have underperformed the broader market CYTD, given historically high 
valuations and rotation into cyclical/value stocks, as investors have bet on an improving 
global outlook post COVID vaccines and rising bond yields etc.  While software’s 
fundamentals have rarely been better, and in many cases software stocks will benefit from 
a GDP recovery as well, this may continue to weigh on sentiment. 
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Rating Classification 

Buy Expected to outperform the overall market 

Hold Expected to perform in line with the overall market 

Sell Expected to underperform the overall market 

Not Rated Shaw has issued a factual note on the company but does not have a recommendation 
 

 

Risk Rating 

High Higher risk than the overall market – investors should be aware this stock may be speculative 

Medium Risk broadly in line with the overall market 

Low Lower risk than the overall market 
 

RISK STATEMENT: Where a company is designated as ‘High’ risk, this means that the analyst has determined that the risk profile for this company is 

significantly higher than for the market as a whole, and so may not suit all investors. Clients should make an assessment as to whether this stock 

and its potential price volatility is compatible with their financial objectives. Clients should discuss this stock with their Shaw adviser before making 

any investment decision. 
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Disclaimer 

Shaw and Partners Limited ABN 24 003 221 583 (“Shaw”) is a Participant of ASX Limited, Chi-X Australia Pty Limited and holder of Australian Financial 
Services Licence number 236048.  
 
ANALYST CERTIFICATION: The Research Analyst who prepared this report hereby certifies that the views expressed in this document accurately 
reflect the analyst's personal views about the Company and its financial products. Neither Shaw nor its Research Analysts received any direct financial 
or non-financial benefits from the company for the production of this document. However, Shaw Research Analysts may receive assistance from the 
company in preparing their research which can include attending site visits and/or meetings hosted by the company. In some instances the costs of 
such site visits or meetings may be met in part or in whole by the company if Shaw considers it is reasonable given the specific circumstances relating 
to the site visit or meeting. As at the date of this report, the Research Analyst does not hold, either directly or through a controlled entity, securities 
in the Company that is the subject of this report, where they do hold securities those interests are not material. Shaw restricts Research Analysts 
from trading in securities outside of the ASX/S&P100 for which they write research. Other Shaw employees may hold interests in the company, but 
none of those interests are material.  
 
DISCLAIMER: This report is published by Shaw to its clients by way of general, as opposed to personal, advice. This means it has been prepared for 
multiple distribution without consideration of your investment objectives, financial situation and needs (“Personal Circumstances”). Accordingly, the 
advice given is not a recommendation that a particular course of action is suitable for you and the advice is therefore not to be acted on as investment 
advice. You must assess whether or not the advice is appropriate for your Personal Circumstances before making any investment decisions. You can 
either make this assessment yourself, or if you require a personal recommendation, you can seek the assistance of your Shaw client adviser. This 
report is provided to you on the condition that it not be copied, either in whole or in part, distributed to or disclosed to any other person. If you are 
not the intended recipient, you should destroy the report and advise Shaw that you have done so. This report is published by Shaw in good faith 
based on the facts known to it at the time of its preparation and does not purport to contain all relevant information with respect to the financial 
products to which it relates. The research report is current as at the date of publication until it is replaced, updated or withdrawn. Although the report 
is based on information obtained from sources believed to be reliable, Shaw does not make any representation or warranty that it is accurate, 
complete or up to date and Shaw accepts no obligation to correct or update the information or opinions in it. If you rely on this report, you do so at 
your own risk. Any projections are indicative estimates only and may not be realised in the future. Such projections are contingent on matters outside 
the control of Shaw (including but not limited to market volatility, economic conditions and company-specific fundamentals) and therefore may not 
be realised in the future. Past performance is not a reliable indicator of future performance. Except to the extent that liability under any law cannot 
be excluded, Shaw disclaims liability for all loss or damage arising as a result of any opinion, advice, recommendation, representation or information 
expressly or impliedly published in or in relation to this report notwithstanding any error or omission including negligence.  
 
Depending on the timing and size of your investment, your portfolio composition may differ to the model. Performance figures are derived from the 
inception date of the model and its investment transactions from that date, therefore the performance for your portfolio may be different. If you 
have any questions in connection with differences between your portfolio and the model, you should speak with your adviser.  
 
IMPORTANT INFORMATION TO CONSIDER: It is important that before making a decision to invest in a Shaw Managed Accounts, a managed fund, an 
exchange traded fund, an individual hybrid security or listed debt instrument that you read the relevant Product Disclosure Statement (“PDS”). The 
PDS will contain information relevant to the specific product, including the returns, features, benefits and risks. The PDS can be found at: 
www.shawandpartners.com.au/media/1348/shawmanagedaccounts_pds.pdf.  
 
RISKS ASSOCIATED WITH HYBRID SECURITIES: Hybrid securities and listed debt instruments differ from investments in equities and cash products in 
a number of important respects. The liquidity risk associated with an investment in hybrid securities and listed debt instruments will generally be 
greater than that associated with equities. The credit risk associated with hybrid securities and listed debt instruments is higher than that of a cash 
product or term deposit. Some hybrid securities may be perpetual in nature, meaning that they can only be redeemed or exchanged for cash or equity 
at the issuer’s option. Hybrids may also contain terms which automatically trigger the deferral of an interest payment or cause the issuer to repay 
the hybrid earlier or later than anticipated. ASIC has published information to assist consumers in understanding the risks and benefits associated 
with an investment in hybrid securities or listed debt instruments. This information can be found under the heading ‘Complex Investments’ at 
www.moneysmart.gov.au/investing. 
 
DISCLOSURE: Shaw will charge commission in relation to client transactions in financial products and Shaw client advisers will receive a share of that 
commission. Shaw, its authorised representatives, its associates and their respective officers and employees may have earned previously or may in 
the future earn fees and commission from dealing in the Company's financial products. 
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