
– Value people

16 August 2019

Interim report | Q2 2019



Page 2© zalaris 2019

Presenter and agenda

1. Highlights

2. Financial performance in Q2/19

3. Market update and conclusion

Hans-Petter Mellerud
Founder and CEO



Page 3© zalaris 2019

Highlights | Strategy and operations

Profitability initiatives on track

• Revenues of NOK 187.5 million and EBIT of 
NOK 4.4 million or 2.4%.

• High renewal activity and new customers 
demonstrates strong market position, solid 
pipeline for H2/19

• Strengthening sales & marketing to boost 
revenue growth

• EBIT-improvement program on track to 
deliver 10% margin ultimo 2019
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Highlights | Financial

Stable revenue development in Q2

• Revenues of 187.5 million, down 0.7% y-o-y

• Adjusted EBIT of NOK 4.4 million, up from 

NOK 1.5 million in Q2/18

• Improvement driven by stabilized business post 

acquisitions

• Several group-wide initiatives ongoing to reduce 

costs and increase utilization

• Seasonal variations negatively impact both 

revenues and profit compared to Q1/19

Q2 2019

NOK million Q2/19 Q2/18

Revenues 187.5 188.8

Adjusted EBIT1 4.4 1.5

Profit for the period (3.3) (1.1)

EPS (NOK) (0.16) (0.06)

Key figures

All amounts in NOK unless otherwise specified
1 EBIT before other costs
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Geographical revenue split

Renewals confirm strong market position

Distribution of revenues 

by geography (in per cent)

Northern Europe

• Increase of 3.7% y-o-y to NOK 112.8 million

• Driven by launch of new customers in 
Managed Services and annual recognition of 
project revenue

• Several renewals with key clients in the 
quarter, confirming strong market position

Central Eastern Europe 

• Decreased by NOK 9.7 million y-o-y to NOK 
66.5 million in Q2/19.

• Negative impact from fewer consultants in 
Germany

• Positive recruitment trend in Q2

UK & Ireland

• Continued strong growth in revenues, from 
NOK 3.9 million in Q2/18 to NOK 8.2 million in 
Q2/19. 

• Increased utilization and materialization of 
positive pipeline trend

• Signed new contract with The Barden 
Corporation Ltd.

58 56 60 56 60

40 41 36 39 36

2 3 4 5 4

Q2 18 Q3 18 Q4 18 Q1 19 Q2 19

Nordics & Baltics Central Europe UK & Ireland

All amounts in NOK unless otherwise specified



Second quarter 2019

Key financials
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Group revenues

Quarterly revenues 

• Revenues for Q2/19 amounted to 187.5 

million, slightly down from Q2/18

• Renewals of key contracts with price 

reductions impact y-o-y growth rate

• Ensures long term recurring revenue

• Possibilities for increased scope of work

• Increasing efforts in sales & marketing to 

capitalize on strong market demand

Group revenues

(in NOK million)

189
176

194 192 188

Q2
2018

Q3
2018

Q4
2018

Q1
2019

Q2
2019

All amounts in NOK unless otherwise specified
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Group EBIT

Group EBIT NOK 4.4 million

▪ Group EBIT for the quarter was NOK 4.4 million, 

compared to NOK 1.5 million in Q2/18.

▪ Increased profitability y-o-y despite lower revenues, as 

combined business post-acquisitions stabilizes

▪ EBIT and EBIT-margin for H1/19 amounted to NOK 10.9 

million (12.8) and 2.9% (3.4%) respectively

Group EBIT

(in NOK million)

1,5

-5,5

10,0

6,5

4,4

Q2/18 Q3/18 Q4/18 Q1/19 Q2/19

2.4 %Profit margin0.8 %

All amounts in NOK unless otherwise specified. 
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Financial position

Ongoing investments impact cash flow

▪ Increase in total assets by NOK 96.4 million y-o-y to 

NOK 724.8 million at 30 June 2019, mainly due to 

Q3/18 refinancing 

▪ Equity decreased by NOK 5.5 million y-o-y to NOK 100 

million, driven by share buy-back program and 

currency effects

▪ Cash and cash equivalents were NOK 59.6 million as 

of the end of Q2/19, up from NOK 32.8 million in Q2/18

▪ Cash balance declined due to investments of NOK 7.1 

million mainly related to improved product functionality

▪ Net interest-bearing debt increased by NOK 94.1 

million y-o-y to NOK 308.7 million due to Q3/18 

refinancing and negative cash flow in H1/19.

Cash and cash flows Q2/19

(in NOK million)
Changes in balance sheet and cash flows

69,3

59,6

5,0

-7,1
-7.3 -0.3

0

20

40

60

80

100

Beginning
of period

Operating
activities

Investing
activities

Net
financing
activities

Foreign
exch.

Difference

End of
period

All amounts in NOK unless otherwise specified



Second quarter 2019

Segment reporting includes 

only external revenues and external profit

Key financials | Business segment
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Revenues by segment

Varying performance across segments

▪ Revenues in Q2/19 amounted to NOK 
139.4 million, a y-o-y growth of 3.2 %. 

▪ Growth reflects increased number of 
employees served at existing 
customers in Northern Europe region

▪ Positive effect from full launch of new 
BPO customers like Aker BP, DNB and 
Statkraft

135 132 144 144 139

Q2
2018

Q3
2018

Q4
2018

Q1
2019

Q2
2019

54
45 50 49 48

Q2
2018

Q3
2018

Q4
2018

Q1
2019

Q2
2019

Managed Services
(NOK million)

Professional Services
(NOK million)

▪ Decreased by NOK 5.6 million y-o-y to 
NOK 48.2 million in Q2/19

▪ Decline mainly driven by fewer 
consultants in Germany

▪ Consulting capacity in UK improved 
utilization and increased revenues 
compared to previous year

Change in reporting of business segments from Q1/19 to improve visibility and reflect market trends
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Adjusted EBIT by segment

Increased utilization drives EBIT-improvement

▪ EBIT of NOK 17.9 million in Q2/19 in 
line with same quarter last year

▪ Positive nominal EBIT-trend in last four 
quarters

▪ Increased utilization of offshore 
resources for Northern Europe and 
Central Eastern Europe

17

10

15 15
18

Q2
2018

Q3
2018

Q4
2018

Q1
2019

Q2
2019

0 0

11
7

3

Q2
2018

Q3
2018

Q4
2018

Q1
2019

Q2
2019

Managed Services
(NOK million)

Professional Services
(NOK million)

▪ The EBIT was NOK 3.0 million, up 
from negative NOK 0.1 million in the 
same quarter last year

▪ Improvement driven by increased 
utilization of consulting capacity for the 
group

Change in reporting of business segments from Q1/19 to improve visibility and reflect market trends



Update on EBIT improvement program and concluding remarks
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Road to higher margins

EBIT improvement program starting to show results

• EBIT-improvement program launched in Q1 presentation

• Targeting return to pre-acquisition EBIT-margin run rate of 10% going into 2020

• Reduce monthly costs by NOK 4.7 million compared to Q1 baseline

• Key sources of improvements:

• Cost synergy realization from acquisitions addressing both operational efficiency and 

overhead costs

• Organizational simplification

• Increased utilization of near and offshore capabilities

• Converting internal focused capacity to market facing

• Status: Underlying cost development in Q2 shows promising trend

• 14% of cost-cutting target realized in Q2

• 40% by ultimo Q3

• 70% ultimo Q4

• 100% by Q1/20
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Analyzing 1H performance visualizes five key focus areas for 
improvement initiatives and potential for scaling our business
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Analyzing 1H performance visualizes five key focus areas for 
improvement initiatives and potential for scaling our business

1) Improve and stabilize overall Managed Services Operating Margins
• Operate Managed Services as a global organization
• Consolidate service centers to strategic locations
• Establish partner model to grow into new small volume geographies
• Introduce Zalaris 4.0 Operating model
• Increased use of Near and Offshore
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Analyzing 1H performance visualizes five key focus areas for 
improvement initiatives and potential for scaling our business

2) Improve CEE - Managed Services to deliver margins in line with the NE business
• Consolidate German BPO and AMO services to Leipzig 
• Consolidate two SAP hosting centers to one, based on the Zalaris SAP Cloud platform
• Utilize Offshore capabilities
• Renegotiated contracts and pricing with certain key customers
• Drive operational efficiencies trough process improvements and Robotic Process Automation
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Analyzing 1H performance visualizes five key focus areas for 
improvement initiatives and potential for scaling our business

3) Reduce CEE Regional and Country Overhead
• Move Finance and Accounting functions to Group Shared Service functions and rightsize local 

Controlling team
• Consolidate 6 legal entities to 2 (one per country) with corresponding simplification of structures 

and reduced administrative incl. audit costs 
• Focus product and service portfolio with goal of increasing market facing capacity
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Analyzing 1H performance visualizes five key focus areas for 
improvement initiatives and potential for scaling our business

4) Increase revenue in the CEE Professional Services
• Operate Professional Services as global business unit maximizing available capacity
• Strengthen recruiting effort and build on recent success of recruiting 12 new consultants
• Increase prices
• Utilize PS capability and support offshore
• Continue digitize and optimize internal processes
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Analyzing 1H performance visualizes five key focus areas for 
improvement initiatives and potential for scaling our business

5) Reduce Group Overhead
• Consolidate group functions to head office and near/offshore locations
• Reduce external costs through clean-up and renegotiation with supplier pool
• Reduce travel costs through increased use of digital alternatives and the implementation of a global 

travel procurement solution
• Continue digitize and optimize internal processes
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Concluding remarks

On track for profitability improvement and continued growth

• The key priority for Zalaris in 2019 remains to return to margin-levels 

from before the 2017-acquisitions.

• On track with cost-cutting initiatives to reach consistent 10% adjusted 

EBIT going into 2020

• Increasing sales & marketing efforts to capitalize on continued strong 

demand for IT outsourcing in core markets and boost growth

• Zalaris currently expects to achieve moderate revenue growth y-o-y 

in 2019 and full effect of cost-cutting program from Q1/20
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Important notice

This Presentation includes certain forward-looking statements relating to the business, financial performance and results of the Company and/or the industry 
in which it operates. Forward-looking statements relate to future circumstances and results and other statements that are not historical facts, sometimes 
identified by the words “believes”, “expects”, “predicts”, “intends”, “projects”, “plans”, “estimates”, “aims”, “foresees”, “anticipates”, “targets”, and similar 
expressions. The forward-looking statements contained in this Presentation, including assumptions, opinions and views of the Company or cited from third 
party sources, are solely opinions and forecasts which are subject to material risks, uncertainties and other factors that may cause actual events to differ 
materially from any anticipated development. Neither the Company nor any of its subsidiaries or any such person’s officers or employees provide any 
assurance that the assumptions underlying such forward-looking statements are free from errors, nor do any of them accept any responsibility for the future 
accuracy of the opinions expressed in this Presentation or the actual occurrence of the forecasted developments. The Company assumes no obligation, 
except as required by law, to update any forward-looking statements or to conform these forward-looking statements to its actual results. 

AN INVESTMENT IN THE COMPANY INVOLVES SIGNIFICANT RISK AND SEVERAL FACTORS COULD CAUSE THE ACTUAL RESULTS, 
PERFORMANCE OR ACHIEVEMENTS OF THE COMPANY TO BE MATERIALLY DIFFERENT FROM ANY FUTURE RESULTS, PERFORMANCE OR 
ACHIEVEMENTS THAT MAY BE EXPRESSED OR IMPLIED BY STATEMENTS AND INFORMATION IN THIS PRESENTATION. A NON-EXHAUSTIVE 
OVERVIEW OF RELEVANT RISK FACTORS THAT SHOULD BE TAKEN INTO ACCOUNT WHEN CONSIDERING AN INVESTMENT IN THE SHARES 
ISSUED BY THE COMPANY IS INCLUDED IN THIS PRESENTATION. SHOULD ONE OR MORE OF THESE RISKS OR UNCERTAINTIES MATERIALISE, 
OR SHOULD UNDERLYING ASSUMPTIONS PROVE INCORRECT, ACTUAL RESULTS MAY VARY MATERIALLY FROM THOSE DESCRIBED IN THIS 
PRESENTATION. THE COMPANY DOES NOT INTEND, AND DOES NOT ASSUME ANY OBLIGATION, TO UPDATE OR CORRECT THE INFORMATION 
INCLUDED IN THIS PRESENTATION. 

No representation or warranty (express or implied) is made as to, and no reliance should be placed on, any information, including projections, estimates, 
targets and opinions, contained herein, and no liability whatsoever is accepted as to any errors, omissions or misstatements contained herein, and, 
accordingly, neither the Company nor any of its subsidiaries nor any such person’s officers or employees accepts any liability whatsoever arising directly or 
indirectly from the use of this Presentation. 

The contents of this Presentation are not to be construed as legal, business, investment or tax advice. Each recipient should consult its own legal, business, 
investment or tax adviser as to legal, business, investment or tax advice. By attending or receiving this Presentation you acknowledge that (i) you will be solely 
responsible for your own assessment of the market and the market position of the Company and that you will conduct your own analysis and be solely 
responsible for forming your own view of the potential future performance of the Company’s business, (ii) if you are a U.S. person, you are a QIB (as defined 
below), and (iii) if you are a non-U.S. person, you are a Qualified Investor or a Relevant Person (as defined below). 

This Presentation does not constitute an offer to sell, or a solicitation of an offer to buy, any securities in any jurisdiction or to any person in which or to whom 
it is unlawful to make such an offer or solicitation. The distribution of this Presentation and the offering, subscription, purchase or sale of securities issued by 
the Company are in certain jurisdictions restricted by law. Persons into whose possession this Presentation may come are required by the Company to inform 
themselves about, and to comply with, all applicable laws and regulations in force in any jurisdiction in or from which it invests in the securities issued by the 
Company or receives or possesses this Presentation and must obtain any consent, approval or permission required under the laws and regulations in force in 
such jurisdiction. The Company shall not have any responsibility or liability whatsoever for these obligations.
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