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Analysis of revenue and business 
performance 
Christophe Fabre 
Chief Executive Officer 

Good afternoon. Thank you for attending this conference on the results for the first half 
of 2014.  

I will present the analysis of revenue and business performance, following which 
Patrick Donovan, our Financial Director, will present the financial and accounting results. I 
will then discuss Axway's positioning and strategy. Lastly, we will answer your questions. 

Slide 5 

The results of the first half of 2014 include the entire last quarter of the year for Systar, 
when most licenses are usually generated, which is good for us. The results of the first half 
of 2014 are characterized by an organic growth of 10.7% in France and a very high total 
growth, given that Systar conducted significant business in France. 10.7% is a very good 
score. It is the seventh or eighth consecutive quarter where business operations in France 
show good performance, and I think this situation is very promising for Axway's future, 
since it shows that France can also represent a growth driver for our Group. 

Business operations in the rest of Europe are performing reasonably well, showing 
growth of 8.2%. They are less successful in the United States, at -3.6%. I will come back to 
that subject later; it is the disappointment of these first six months. Our operations remain 
weaker in Asia, but continue to show strong growth at 43.5%. 

Slide 6 

Accordingly, Axway achieved total growth of 8% in the first half of the year, including 
organic growth of 5.7%. By type of revenue, the licenses recorded organic growth of 1.7%, 
in line with 2013 and below our objectives. I will discuss our actions to rectify this at a later 
stage. Maintenance operations confirmed their upward trend with organic growth of 7.2%. 
Services achieved growth of 6.9%. 

Slide 7-8 

In the second quarter, Axway France recorded strong performance with organic growth 
of 13.3%, compared with 3.2% in the rest of Europe, -4.2% in the United States and 50.3% 
in Asia. The license business was stable in the second quarter. As in 2013, some licenses 
showed a decrease, whereas others showed strong growth. I will comment on the 
dynamics of this business. Maintenance activities increased by 8.4% in the second quarter 
and service activities by 6%. 

Slide 9 

Accordingly, maintenance accounted for a significant portion of Axway's business 
model, generating 50% of total income, compared with 24% for licenses and 26% for 
services. Once again, France is ahead of the United States as a result of the Systar 
consolidation, at 37% of total revenue, versus 34% for the United States and 25% for the 
rest of Europe. 



 

Paris, July 25, 2014 

2 Axway 

Slide 10-11 

We restructured the sales network in the United States at the end of 2013. It has been 
in place since the first quarter of 2014 and now shows good performance. However, we are 
marketing new offers, as we have done in France, but we have not yet equaled the results 
we achieved in France. I think we will eventually achieve them. Furthermore, the first half 
was marked in the United States by the lack of major infrastructure projects, contrary to the 
two previous years. This has surely impacted our performance. We signed a contract with 
the State of California, an API Gateway contract, a global B2B contract with a major 
manufacturer, confirming the interest taken by key accounts in Axway for this strategic 
project, and two Cloud contracts, including one with a key player in the healthcare industry, 
driven by the new legislation which transformed the sales pipeline in 2013. Accordingly, we 
believe the healthcare sector will once again show promise in the second half of the year 
and in 2015. Overall, American demand is undergoing the same transformation as in 
Europe. 

Slide 12 

France has seen the full impact of this transformation and has been working hard to 
market new offers over the last two years. A contract was signed with a company to create 
an interaction platform comprising all the components of the suite and enabling the 
processing of all data flows in their ecosystem. This is a typical example of a contract that 
did not result from a customer request, and which takes time. We should obtain some such 
contracts in the United States within a few quarters. The second contract signed in France 
was for API Management, a field showing strong growth in all regions. 

Slide 13 

In the rest of Europe, we signed a major contract in Norway with Evry, in the field of 
B2B, and an MFT contract with Poste Italiane. The MFT contracts we are currently signing 
include API and governance components. They meet a real demand. We also signed a 
contract with BMW and its technological partner iC Consult on the new i8 electric car. The 
car has an "Internet of Things"-type interactive system which integrates an Axway solution 
to manage safety and connectivity aspects. 

Slide 14 

We signed an MFT and B2B Cloud contract with Total. The Cloud is not yet our core 
business. Key accounts continue to purchase MFT Premium, B2B Premium and Premium 
integration, according to their requirements. The Cloud represents an adjacent market in 
which we are gradually positioning ourselves. We have not yet reached critical size in this 
market, but we are enjoying much success and we master the technology. 

We also signed an MFT contract with the largest fashion group worldwide. 

Slide 15 

In Asia, the API offer is showing strong growth. 

Slide 16 

The Group's workforce continues to grow and came to 1,984 people at June 30, 2014, 
due to the acquisition of Systar and the hiring of new employees to support growth. 

Slide 17 

The acquisition of Systar is one of the highlights of the first half of the year. It was 
completed successfully and with the goal of making it a growth driver. The Systar offer 
enhances that of Axway, and we are making investments to develop it. Its margin will be 
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increased to match that of Axway, not only by reducing costs, but also by developing the 
license business. 

Slide 18 

Accordingly, the first half of the year is characterized by significant growth, which could 
have been more steady in the license business, but remains substantial. The license 
business was stable in the second quarter. It performed well in France, thanks to Axway's 
ability to adapt to demand, whereas the activity did not generate any major licenses in the 
United States. However, the increased use of the distribution network should culminate in 
new business contracts shortly. The transformation of demand in the MFT and B2B 
segments, which are integrating more platform and governance components, represents 
an underlying trend in middleware solutions. Furthermore, A5 licenses recorded growth of 
more than 30%. Systar's Operational Intelligence performed well in the last quarter. We 
must develop this activity in the second half of the year. 

Lastly, maintenance and service activities are well on track. 

In terms of cost analysis, the share of investments in relation to revenue from the sales 
network and R&D increased. It would have been stable if we had reached our license 
objectives. Investment is necessary to support growth. As such, we are very mindful of our 
costs, but we do not reduce our growth-driving investments. The market is changing and 
presents many opportunities, which we must seize and create. 
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Financial results 
Patrick Donovan 
Administrative and Financial Director 

Slide 20 

Good afternoon.  As Christophe mentioned, total revenues increased by 
EUR8.5 million during the first half of 2014, to EUR114.9 million, or 8% total growth.  Just 
to note, the results presented for the first half of 2014 include one-quarter of Systar results, 
covering both revenue and costs.  Our June balance sheet will include consolidated Systar 
results on it as well.  Our total cost of sales as a percentage of revenues remained flat over 
the first half of 2013, with our margin finishing at 65.5% compared to 65.9% in the first half 
of 2013.   

As usual, Axway makes the most of its margin, in the second half, a large number of 
licenses will come in the fourth quarter.  Our operating expenses increased in the first half 
of 2014 compared to 2013.  We chose to invest in our products through investing in our 
R&D centers, and we also made an additional investment in our distribution network.  We 
also incurred a small amount of Systar operating costs in the first half of 2014.   

Slide 21 

Our operating margin ended at EUR5.4 million, or 4.7% of our turnover, compared to 
EUR7.1 million or 6.7% in the first half of 2013.  The decrease in operating margin is 
through our planned investments with a decrease in the license revenue in the 
second quarter.  Regarding the reconciling items included in net income, I wanted to point 
out a few extraordinary items that we talked about at this time last year.  In the first half of 
2013, we settled the General Services Administration (GSA) matter in the US for 
USD6.2 million.  We incurred associated costs of EUR5.2 million and other incoming 
expenses in the first half of 2013.  

Additionally, we were able to release some of our valuation reserve on our tax assets in 
the US, which were approximately USD12.7 million in the first half of 2013.  If you exclude 
those two extraordinary items from the results for the first half of 2013, we were at 
approximately EUR5.6 million, or about 27 centimes per share.  This is compared to the 
13 centimes per share for the first half of 2014, which is also comparable to the 
13 centimes per share for the first half of 2012.  You will note that regarding other income 
and expenses for 2014, we incurred the acquisition-related cost for our acquisition of 
Systar.  Net income finished at EUR2.8 million, or 2.4% of our revenues, compared to 
EUR9.8 million or 9.2% in 2013.  

Slide 22 

Our non-current assets increased in the first half to EUR332 million, primarily due to 
the impact of the goodwill and intangible assets.  This was in our accounts as of 30 June 
2014 for the acquisition of Systar.  Our trade receivables finished at almost EUR66 million, 
but they were healthy at 83 Day Sales Outstanding, which is a healthy decrease from the 
90 Day Sales Outstanding at the end of 2013.  Our treasury finished at EUR41 million.  
Regarding the acquisition of Systar, it cost about EUR52 million for the purchase of Systar.  
We chose to utilize EUR30 million coming from our line of credit, and the rest, the other 
EUR22 million, came from our cash balance.   
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Slide 23  

Shareholder’ equity finished at EUR255 million and our financial debt finished at 
EUR60.9 million.  As mentioned, this includes the EUR30 million that we borrowed for the 
Systar acquisition.  Other current liabilities are primarily made up of different maintenance 
revenues.  We do take a seasonal impact in the first half of every year where deferred 
maintenance revenues increase compared to the end of year.  This happened in both June 
2013 and June 2014.  We also gained some deferred maintenance revenues coming from 
Systar.  

Slide 24 

Our change in equity has remained largely flat since the end of the year.  We finished 
at EUR255 million, and also paid EUR8.2 million in dividends in the first half of 2014, or 
40 centimes per share.  

Slide 25 

As usual our cash flows are generated in the first half of the year, and this is reflected 
through our EUR21 million change in operating working-capital requirements.  This is due 
to the fact that we had the strong license sales at the end of the year, and all our 
maintenance renewals came at the beginning of the year.  Therefore, we were able to win 
a lot of treasury in the first half of the year, which is reflected in both the first half of 2013 
and the first half of 2014.  Our free cash flow was about EUR23 million for the first half of 
2014 and our change in investing activities relates to the purchase of Systar.  Ending cash 
finished at EUR41.3 million, a slight decrease from the EUR49 million at the end of the 
year.  

Slide 26 

Our financial covenants on our bank lines of credits have been properly met for all 
periods recorded.   

Slide 27 

Looking at our shareholding structure at the end of June 2014, you will note a change 
in the presentation from prior presentations I have done.  In our June General Assembly, in 
our 13th resolution, our shareholders approved double voting rights for registered 
shareholders who have held their shares for more than two years.  Therefore, at the end of 
June 2014, acting in concert, the shareholder group holds 59% of our shares, or 68% of 
the voting rights.  Now I will turn it back over to Christophe.  

Christophe Fabre 

Thank you, Patrick.   
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Axway's market positioning and strategy 
Christophe Fabre 
Chief Executive Officer 

Slide 29-30 

The new products announced by publishers in the market confirm the strategy we 
adopted two years ago. All companies are increasingly hyper-connected. We are 
witnessing the development of the Cloud, mobility, real time, connected objects, social 
networks and databases, which have an impact on companies' business models and on 
their customer relations. This is generating a new landscape for IT teams, who must open 
up their IT systems and are faced with problems regarding safety, faster performance and 
agility when providing new versions of mobile applications. As such, the need to govern the 
flow of data is increasing every day. For example, everyone wants to manage their home 
from their iPad, be automatically informed of a water leak, be able to turn off a switch 
remotely and have a smart meter able to adapt the functioning of devices to occupant 
behavior. Likewise, companies not only want to have tools enabling them to connect 
applications, the Cloud and their mobile devices, but also smart solutions offering them 
governance services. Accordingly, the market presents opportunities for stakeholders who 
have made integration a key feature of their business model. (example of the smart home) 

As a result, the middleware market is undergoing a transformation. Integration methods 
have seen profound changes and require new skills. The emergence of new technologies 
always generates new opportunities for the integration business. Analysts believe that 
companies' expenditure on the integration of applications will increase by 33% by 2016. 
Admittedly, the results of key market players do not seem to attest to this phenomenon. 
However, a real transformation is underway. Customers and publishers are aware of this. 
That is why we have been taking our offer into a new direction over the last two years. The 
methods have not yet been codified, but the market is changing and investments are 
beginning to take shape. 

Slide 31 

Within this context, return on investment in integration technologies can be increased 
by the use of Operational Intelligence, the business of Systar, which we acquired to expand 
our offer. Return on investment in integration projects can be increased by Operational 
Intelligence. As a result, 60% of integration products will contain this technology by 2017, 
since it will enable companies to govern their flow of data and to use these flows to 
improve their performance by identifying process problems, to optimize their organization, 
to enhance their quality of service and to detect risk and compliance issues. Integration 
develops not only through added governance functionalities, but also through discussions 
with the business lines, to which it provides services. That is why companies' digital 
budgets are often managed directly by business units and no longer by the IT department. 

Slide 32-33 

Systar technology forms an essential part of Axway's offer. We are integrating it into 
our Axway 5 offer, which comprises all historic and future technologies based on API. We 
are also developing governance functionalities to create a platform able to establish a 
dialogue with the business lines. The Systar product we are referring to is called Tornado. 
It showed very good results in the second quarter and now represents half of Systar's 
license business, thereby confirming the relevance of our investment. We sold Tornado to 
two major banks in France and the United States. Accordingly, it shows great promise. 
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Slide 34 

The competitive landscape comprises generalists and specialists. We are maintaining 
our positioning in terms of data flow governance to benefit from the market trend. 
Furthermore, we seek to stand out from niche players in the API and B2B segments. The 
development of Axway 5 and our ability to explain its advantages to customers together 
represent a winning approach. 

Slide 35 

As such, the year 2014 is characterized by the transformation of the middleware 
market, and there are several ways to benefit from this transformation. Axway's strategy 
consists of developing MFT, B2B and integration offers by developing governance and an 
open approach to digital solutions. We have seen the return of major contracts with the 
incorporation of the entire Axway 5 platform in France in the first half of the year and the 
United States will gradually follow. We also believe that the API trend, which recorded 
growth of more than 30% in the first half of the year, will continue (it is really a case of 
technology driving Digital). Operational intelligence performed well this quarter. We must 
confirm this performance and support the marketing of the Systar offer. 

We confirm our annual organic growth prospects and aim for a level of profit margin 
identical to that of 2013. We will try to optimize it, but we must also increase Systar's 
margin to match that of Axway. 
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Discussions 
Grégory Ramirez, Bryan Garnier 

I would like to come back to the medium-term objectives, in particular the revenue of 
$500 million and operating margin of 20%. There seems to be a slight delay in achieving 
the plan and it must still be very difficult to assess the end-of-year pipeline. Even if you can 
still have a strong Q4. Do you confirm that you maintain your medium-term objectives for 
2016, or even for later? 

Christophe Fabre 

The middleware market is difficult for all players at the moment. However, we are all 
seeing the opportunities. It is important that we position ourselves to seize these 
opportunities. As such, it was necessary to acquire Vordel and Systar, and to manufacture 
Axway 5. The market also presents new consolidation opportunities. We continue to work 
towards that end. Furthermore, the more customers specify the solution they need to 
manage their digital tools and infrastructure, the more we will benefit from the market. Our 
performance in France shows that it is possible to record organic growth with a well-trained 
sales team and products in which we have invested. Accordingly, we believe that we are 
able to quickly reach a good level of organic growth. As a result, we maintain our objectives 
of $500 million in revenue and a 20% margin. However, we are unable to predict when we 
will achieve them, and we will have to perform an acquisition. We are working towards this 
end, since it is important to be the first to position ourselves properly and to propose a 
comprehensive offer. 

Derric Marcon, Société Général 
The gross profit of the first half of the year has not been affected by the acquisition of 

Systar, although it wasn't a very profitable company. Could you describe in detail the PNL 
of Systar and its contribution to the second quarter results? 

What practical measures are you implementing to restore growth in the United States 
and offset the lag in the second quarter? 

Could you provide us with information on the performance of the Tornado product in 
the second quarter? 

Was the business underway in the second quarter more significant than that of 
previous years? 

Lastly, have there been any changes to the workforce outside of Systar? 

Christophe Fabre 
Systar did not affect profit in the first half of the year, since many licenses were 

generated in the fourth quarter of Systar's financial year. We will maintain the investments 
in Tornado and Omnivision in the second half of the year. As a result, it is not clear whether 
Systra's margin will equal that of Axway in the second half of the year. We must sign many 
licenses to achieve that. 

We have strengthened management to boost activity in the United States by hiring a 
new US director after the appointment of a new global sales director. We are working 
towards the appropriation of the Axway 5 offer by the sales network. It is easier to achieve 
this appropriation in France, since the product management and R&D are based there, 
which boosts such development. Furthermore, we signed no RFP in the United States in 
the first half of the year. The sales cycles of major contracts always take time. There was a 
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lack of major licensing contracts of more than €250,000 in the second quarter. Several 
such contracts are underway for the second half of the year. 

Tornado represents more than 50% of the licenses signed by Systar. The product is 
very well positioned for operational intelligence and incorporates all the concepts of the 
Lean method. We can use it to work with the customer to enable them to formalize their 
requirements in very specific terms. More than a product, Tornado is an approach and a 
methodology. The employees who joined us are able to have this discussion with 
customers. This approach enables us to position the entire offer.  

In terms of size, we recorded some major contracts in France in the first half of the 
year. We also expect further major contracts for the second half of the year, more than in 
the United States. The market is less important than the ability of our sales force to tap the 
potential of customers. The efforts we made in the first half of the year should come to 
fruition. The sales cycles are not developing in any significant way. It takes time to sign a 
major contract. 

Outside of Systar, we have hired 70 people in 2014, which is a relatively high number 
compared with previous years. We are mainly hiring in R&D to continue to develop Axway, 
and in the sales department to strengthen our presence with customers and generate 
growth. 

Derric Marcon 

Were all the restructuring costs related to Systar recorded in the first half of the year? 
Or should we expect some of the costs to be recorded in the second half of the year? 

Patrick Donovan 
In the first semester, we had about EUR 750,000 in acquisition-related charges and 

just a few hundred thousand in acquisition-related costs that help us transition the 
business. However, we will not be taking a strong restructuring charge.  

Christophe Fabre 

Thank you for your attention and attendance. 
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