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INTERSHOP COMMUNICATIONS AG 
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Primary Exchange: Frankfurt 

Bloomberg symbol: ISH2  

ISIN: DE000A0EPUH1 
 

 

  

   

 

COMPANY PROFILE 
 

 

Intershop is one of the pioneers of the e-commerce 
solutions market. Intershop has over 300 customers. 
The company's target customer base includes mid-
market and large enterprise companies. Typical 
implementation projects include online retail store 
development, supply chain integration, and online 
marketing campaigns.  

 
TRADING DATA 
 

 

Closing price (16.05.11) €2.38 

Shares outstanding 29.12m 

Market capitalisation  €69.31m 

52-week range €1.56 / 2.49 

Average volume (12 months) 56,294 

 
STOCK OVERVIEW 
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COMPANY DATA (as of 31 March 2011) 
 

 

Liquid assets (incl. securities) €14.78m 

Current assets €28.52m 

Intangible assets €8.84m 

Total assets €39.21m 

Current liabilities €12.13m 

Shareholders’ equity (incl. minorities) €25.12m 

 
SHAREHOLDERS 
 

 

 

STRONG REVENUES, LOWER MARGINS IN Q1 
 

Intershop has reported strong Q1 results. Revenues increased 
counter-seasonally on a Q/Q basis. This solid performance was 
fuelled by growth in new platinum accounts. On the offsetting side, 
margins declined as the company began to hire aggressively. We 
are adjusting our FY2011 forecast model, increasing our estimates 
for both sales and OPEX, with a neutral impact on EBIT. We are 
maintaining our €2.60 price target but downgrade the stock to Add 
on limited remaining upside after the recent run-up. 
 

Intershop posts growth in both sales and OPEX   Revenues increased 
42.6% Y/Y to €11.4M, and were also up 8.9% Q/Q, defying the typical 
seasonal norm for a weak Q1 at the company. The strength was attributable 
mostly to the C&T (Consulting & Training) segment, which was up 72% Y/Y 
and accounted for 57% of total sales. This was a natural follow-up to the 
major license deals announced recently by Intershop, including via strategic 
partner GSI. The Licensing segment itself posted 22% Y/Y growth to €1.05M 
(8.9% of sales). We do note that short-term deferred revenue increased by 
€1.9M in Q1, which is an additional indicator of strong sales momentum. 
 

Margins contracted in Q1   Gross margin for the quarter stood at 37.7% 
vs. 40.3% a year ago. This is explained by the reclassification of certain R&D 
costs as COGS, and by the growth of C&T revenues, which historically have 
carried gross margins in the 24-30% range. S&M expenses increased by 63% 
Y/Y and reached 13.5% of sales as Intershop stepped up its efforts in the US 
(in partnership with GSI) and Europe. R&D increased only 7% Y/Y as some 
R&D expense was reclassified as COGS. Intershop increased its headcount 
by 12% to 401 employees in Q1, and R&D accounted for most of the 
additions. Based on these factors, the Q1 EBIT margin was 2.8%, which was 
below our expectations for the quarter. 
 
 

FINANCIAL HISTORY & PROJECTIONS 
 

 2008 2009 2010 2011E 2012E 2013E 

Revenue (€m) 28.12 31.78 38.25 44.40 50.00 55.00 

Y-o-y growth 4.5% 13.0% 20.4% 16.1% 12.6% 10.0% 

EBIT (€m) 1.87 2.00 2.25 2.27 2.90 3.25 

EBIT margin 6.7% 6.3% 5.9% 5.1% 5.8% 5.9% 

Net income (€m) 1.50 2.09 1.87 2.23 2.61 2.98 

EPS (diluted) (€) 0.06 0.08 0.07 0.07 0.09 0.10 

EV / Sales (x)  2.3 3.8 4.5 4.3 5.2 5.5 

EV / EBIT (x) 8.3 11.8 11.8 9.6 10.3 10.0 

P/E (x) 40.1 29.2 35.7 31.9 27.3 24.0 

DPS (€) 0.00 0.00 0.00 0.00 0.00 0.00 

Yield 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

FCF (€m) 0.67 -2.07 5.44 3.83 4.46 4.76 

Net gearing 7.6% 4.2% 12.7% 13.0% 13.5% 13.5% 

Liquid assets (€m) 8.08 6.31 14.19 18.02 22.48 27.24 

 

RISKS 
Risks include, but are not limited to, market share losses, unfavorable 
macroeconomic developments, and management churn. 
 

 

 

 

 

 
Analyst:   Tsvetan Kintisheff,  Tel. +49 (0)30 - 80 93 96 88 

Q1 RESULTS  

 GSI Commerce, Inc. 27.2%

Pyramus  S.a.r.I. 9.5%

Free float 63.3%
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Intershop had negative OCF of -€1.0M in Q1   Positive EBITDA of €619K (down 5% Y/Y) was 
offset by a significant increase in working capital. In particular, receivables rose by €3.7M as significant 
amount of new business was generated in the quarter. We note that negative receivable balances are 
typical for periods of high revenue growth, and that quarterly fluctuations in working capital tend to 
offset each other over time. Intershop incurred an additional €0.76M in CAPEX and capitalized R&D 
in Q1. This helped push net cash flows in the period to a negative €1.6M. We expect the company 
to return to positive OCF and FCF over the course of FY2011. However, investments in R&D and 
higher accounts receivable balances should continue to have a meaningful impact on cash flows near 
term as Intershop needs to support the aggressive expansion of its market presence. The company 
had cash and equivalents of €14.8M as of the end of Q1. 
 
eBay to acquire GSI  In Q1, eBay announced it would acquire GSI Commerce for $2.4B. 
Intershop entered into a strategic partnership agreement with GSI in April 2010. As part of the deal, 
GSI also became the largest shareholder in Intershop. This partnership is a key part of Intershop's 
expansion strategy due to GSI’s strong positioning among enterprise clients in the US. The next 
version of Enfinity suite, Intershop’s flagship product, is being developed in close cooperation with 
GSI. If the eBay acquisition goes through (no alternative bids were received by GSI during the 40-day 
“go-shop” period), Intershop will become majority owned by one of the premier e-commerce 
companies in the world, with significant potential strategic benefits for the company.  
 
We are calibrating our FY2011 forecast model on Intershop   We are raising our revenue 
estimate for the year from €42.9M to €44.4M (+16.4% Y/Y). We now model higher sales for the 
License and C&T segments for the year, as well as increased Maintenance segment sales in H2. 
Maintenance tends to benefit from new contract wins with a lag compared to C&T. We are lowering 
our gross margin estimate for the year from 42.1% to 38.5% on increased share of C&T in total 
revenues and the reclassification of some R&D costs as COGS. We are lowering our EBIT margin 
forecast from 7.1% to 5.1%, taking into account also the added weight of growing S&M expenses and 
rapidly increasing R&D headcount. Bottomline, our new profit estimates stand at EBIT of €2.27M 
(+1% Y/Y) and diluted EPS of €0.074 (up from €0.067 last year). 

 

 CHANGES TO FORECASTS  

All figures in €m old new % change old new % change old new % change

Revenues 42.9 44.40 3% 48.80 50.00 2% 53.50 55.00 3%

Operating profit 3.0 2.27 -25% 4.28 2.90 -32% 4.50 3.25 -28%

Net profit 2.7 2.23 -18% 3.85 2.61 -32% 4.00 2.98 -26%

EPS (€) 0.09 0.07 -18% 0.13 0.09 -33% 0.14 0.10 -27%

2011E 2012E 2013E

 
 

Table 1                                                                                                                                                  Source: First Berlin 

 
Price target unchanged at €2.60, downgrading to Add   The reduced profit margin views for 
FY2011 are compensated by the improved topline growth outlook. Considering also the expected 
increase of the non-cash component in the cost structure (namely, amortization of capitalized R&D), 
on a net basis our DCF-valuation model is little impacted by the calibrations in our forecast model 
on Intershop. However, considering the recent run-up in the share price of Intershop, we are 
downgrading the company from Buy to Add. 
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FIRST BERLIN RECOMMENDATION & PRICE TARGET HISTORY 

Report 
No.: 

Date of 
publication 

Previous day 
closing price 

Recommen- 
dation 

Price 
target 

 
Initial 

Report 18 November 2010 €2.02 Buy €2.60 

2...0 ↓ ↓ ↓ ↓ 

1 24 November 2010 €2.09 Buy €2.60 

2 15 December 2010 €2.00 Buy €2.60 

     

3 Today €2.38 Add €2.60 
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FIRST BERLIN POLICY 
In an effort to assure the independence of First Berlin research neither analysts nor the company itself trade or own securities in subject 
companies. In addition, analysts’ compensation is not directly linked to specific financial transactions, trading revenue or asset 
management fees. Analysts are compensated on a broad range of benchmarks. Furthermore, First Berlin receives no compensation from 
subject companies in relation to the costs of producing this report.  
 
ANALYST CERTIFICATION 
I, Tsvetan Kintisheff, certify that the views expressed in this report accurately reflect my personal and professional views about the 
subject company; and I certify that my compensation is not directly linked to any specific financial transaction including trading revenue or 
asset management fees; neither is it directly or indirectly related to the specific recommendation or views contained in this research.  In 
addition, I possess no shares in the subject company.  
 
INVESTMENT RATING SYSTEM 
First Berlin’s investment rating system is five tiered and includes an investment recommendation and a risk rating.  Our recommendations, 
which are a function of our expectation of total return (forecast price appreciation and dividend yield) in the year specified, are as follows: 
 
STRONG BUY: Expected return greater than 50% and a high level of confidence in management’s financial guidance 
BUY: Expected return greater than 25% 
ADD: Expected return between 0% and 25% 
REDUCE: Expected negative return between 0% and -15% 
SELL: Expected negative return greater than -15% 
 
Our risk ratings are Low, Medium, High and Speculative and are determined by ten factors: corporate governance, quality of earnings, 
management strength, balance sheet and financing risk, competitive position, standard of financial disclosure, regulatory and political 
uncertainty, company size, free float and other company specific risks.  These risk factors are incorporated into our valuation models and 
are therefore reflected in our price targets.  Our models are available upon request to First Berlin clients. 
  
Up until 16 May 2008, First Berlin’s investment rating system was three tiered and was a function of our expectation of return (forecast 
price appreciation and dividend yield) over the specified year.  Our investment ratings were as follows: BUY: expected return greater 
than 15%; HOLD: expected return between 0% and 15%; and SELL: expected negative return.   
 
ADDITIONAL DISCLOSURES 
This report is not constructed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer 
would be illegal. We are not soliciting any action based upon this material. This material is for the general information of clients of First 
Berlin. It does not take into account the particular investment objectives, financial situation or needs of individual clients. Before acting on 
any advice or recommendation in this material, a client should consider whether it is suitable for their particular circumstances and, if 
necessary, seek professional advice. The material is based upon information that we consider reliable, but we do not represent that it is 
accurate or complete, and it should be relied upon as such. Opinions expressed are our current opinions as of the date appearing on this 
material only; such opinions are subject to change without notice. 
 
Copyright © 2008 First Berlin Equity Research GmbH. All rights reserved. No part of this material may be copied, photocopied or 
duplicated in any form by any means or redistributed without First Berlin’s prior written consent. The research is not for distribution in 
the USA or Canada. When quoting please cite First Berlin as the source. Additional information is available upon request.   


