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The software and IT services business 

specialising in digital retail technology and 

enterprise software has issued a positive 

AGM statement. With lots of delightful 

recurring revenue and strong cash 

generation supporting a growing dividend 

the valuation remains compelling at current 

levels.  

 

Sanderson Group provides a comprehensive 

and constantly developing range of modern 

software solutions, together with associated 

services to businesses in the multi-channel 

retail and manufacturing markets, with 

increasing emphasis on their own 

proprietary solutions. The Group’s 230+ 

employees addresses 500 predominantly 

small and medium sized enterprises and 

the substantial element of delightful 

recurring revenue means there is decent 

visibility of future earnings. 

 

Sanderson breaks down its results in terms 

of a Digital Retail business division and an 

Enterprise Software division.  

 

The Digital Retail division provides 

comprehensive solutions for ecommerce, 

mobile commerce and retail, including 

cloud-based store solutions. 

 

 

The Enterprise Software division 

comprises 2 market-focused businesses 

which are based on upon the 

Manufacturing sector and the Wholesale 

Distribution and Logistics sector. 

 

 
 

 

- Solid start to current financial year 

 

The AGM statement has confirmed a solid 

start to the current financial year ending 30 

September 2017. For the four months to 31 

January 2017, sales orders exceeded last 

year's record, with Group revenues 8% 

ahead of the comparative period of the 

previous year.  The order book at 31 

January 2017 has also continued to grow 

and is ahead of the level as at the end of 

January 2016;  Group order book at 30 

September 2016 stood at £3.0m 

 

The Group's Digital Retail businesses have 

experienced a strong increase in sales order 

intake. A number of pilot schemes for 

prospective customers are being planned 

for initial deployment in the current 

financial year with pilots more often than 

not turning into long term contracts! 

 

The Sanderson Enterprise businesses have 

also made a good start to the new financial 

year and those businesses whose activities 

are focused in the wholesale distribution, 

logistics and fulfilment sectors have 
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continued to grow steadily in this very 

active market sector. 

 

- Recurring margin covers 63% of 

overheads  

 

The Group’s typical revenue breakdown is 

as follows: 

50% Recurring, being annual, pre-

contracted licence, support and managed 

service contracts 

40% Incremental, being incremental 

discretionary spend from existing 

customers 

10% New customers contracting with 

Sanderson for the first time. 

 

In the 2016 Financial year, new customer 

orders represented 18% of revenue. 

 

- Attractive Dividend growth 

 

The recurring revenue stream results in 

predictable cash generation, which in turn 

supports the Group's progressive dividend 

policy.  A recommended final dividend of 

1.4p per share brings the total dividend for 

last year to 2.4p, representing an increase 

of 14% over the previous year; this 

equates to a yield of approx. 3% at the 

current share price.  

 

Management commented that, 

notwithstanding any potential uncertainty 

which may result from the forthcoming 

Brexit negotiations, there is a good level of 

confidence that the Group will make 

continued progress in the current financial 

year ending 30 September 2017. 

 

House broker forecasts for the full year 

ending September 2017 remain for sales of 

£22.4m (growth 5.2%), adjusted profit 

before tax of £3.8m, adjusted earnings per 

share of 5.6p and a dividend of 2.6p, 

equating to a yield of 3.2% at the current 

share price. 

 

- Attractive Free Cash Flow 

 

Free cash flow for the past 2 financial years 

has averaged approx. £2m per annum, 

suggesting an attractive historic Free Cash 

Flow (‘FCF’) yield of approx. 4.6% at the 

current share price.  Forecast FCF of 

approx. £2.3m suggests a forward FCF yield 

of over 5%, suggesting compelling value at 

the current share price. 
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DISCLAIMER 
 
This document is issued by Investors Champion. Investors Champion is a registered trade mark of Investors Champion Ltd who does not undertake investment business in the UK and 
therefore does not buy or sell shares, although it and individuals and companies associated with it may own shares. Investor’s Champion Ltd does not make recommendations.  
 

The conclusions and opinions expressed in this commentary accurately reflect the views of Investor’s Champion Ltd. The company commented on in this Commissioned Commentary pays 
a fee to Investor’s Champion Ltd in order for the commentary to be made available.  While the information in the commentary is believed to be correct, this cannot be guaranteed.  
 
If a ‘Fair Value’ price is given in a commentary this is the theoretical result of a study of a range of possible outcomes, and not a forecast of a likely share price. This commentary is 
issued in good faith but without legal responsibility and is subject to change or withdrawal without notice. This information does not constitute advice or a personal recommendation or 
take into account the particular investment objectives, financial situations or needs of individual clients. You are recommended to seek advice concerning suitability from your investment 
advisor. 
 
Investors should be aware that past performance is not necessarily a guide to the future and that the price of shares, and the income derived from them, may fall as well as rise and the 
amount realised may be less than the original sum invested. For AIM shares, it is the opinion of the regulator that risks are higher. Furthermore the marketability of these shares is often 
restricted.  
 
This commentary is based on current public information that we consider reliable, but we do not represent it is accurate or complete and it should not be relied on as such. This 
commentary is not an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation would be illegal. Our commentaries are 
distributed primarily electronically and, in some cases, in printed form. No part of this commentary may be reproduced or distributed in any manner without the written permission of 
Investors Champion Ltd. Investors Champion Ltd specifically prohibits the re-distribution of this report, via the Internet or otherwise, and accepts no liability whatsoever for the actions of 
third parties in this respect. This document must not be accessed or used in any way that would be illegal in any jurisdiction. 
 
Investor’s Champion Ltd is not regulated by the Financial Conduct Authority (FCA)  
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