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ARTIFICIAL SOLUTIONS 

1Q’19 results – customer traction, numbers on track 

Artificial Solutions’ 1Q results for the three months ended March 2019 confirm 
that the company remains on track to meet its FY’19 expectations. A number of 
new customer wins have been achieved, together with several extended and 
expanded commitments with existing customers. The strategic focus on increasing 
the proportion of revenue from systems integrator (SI) partners continues to pay 
dividends, with 50% of 1Q revenue from key partners. Notably, Capgemini and 
Deloitte were added to the partner list during 1Q. Enterprise interest in productive 
and scalable AI capabilities has never been greater, and we believe Artificial 
Solutions is well placed to benefit from this demand. 

 ► 1Q’19 results:  Revenue for the quarter was SEK12.6m (EUR1.17m), up 2% YoY, 
with an EBITDA loss, as expected, of SEK27.7m (EUR2.56m), vs. a loss of 
SEK20.9m a year ago (we use 10.8 SEK:EUR conversion rate). Order intake 
backlog rose to SEK40.8m (EUR3.78m), up 28% YoY, despite specific sizeable 
deals slipping into 2Q’19, some of which have since been closed. 

► Solid customer traction: Despite lengthy sales cycles that are an inevitable 
consequence of the focus on large, global enterprises, 1Q saw extensive customer 
activity. New contracts were signed with i) a US public sector organisation, ii) a 
major postal services organisation in Asia, and iii) a large airline. Existing contracts 
were extended with each of AT&T, Shell and Vodafone. 

► Partner revenue share growth: An important strategic initiative for a number of 
years has been cultivation of a productive base of SI partners. In 1Q, 50% of 
revenue came from partners, a metric that will oscillate quarterly. New partner 
additions in 1Q were Capgemini and Deloitte, the latter bringing the US public 
sector deal that was signed in 1Q, with further opportunities in the pipeline. 

► Valuation: Artificial Solutions trades on the Nasdaq First North exchange in 
Stockholm. A DCF analysis produces a mid-point-implied fair equity value of 
€97m, while a detailed valuation of the company’s intellectual property (IP) 
assets, comprising patents and software licences, undertaken in 2016, came in at 
$96m. 

► Risks: Competing with some of the world’s largest technology companies brings 
challenges, such as keeping pace with developments, retaining talented people 
and creating enterprise mindshare vs. strong brands. SIs are a route to market but 
may reduce the company’s visibility into potentially lengthy sales cycles, but, to 
date, Artificial Solutions has proven adept at managing these factors. 

Financial summary and valuation 
Year-end Dec (€m) 2017 2018 2019E 2020E 2021E 
Total income 7.06 6.09 8.39 11.47 17.96 
Gross profit 3.67 3.23 4.62 6.54 10.60 
Gross margin 52% 53% 55% 57% 59% 
EBITDA -6.79 -9.26 -6.86 -2.70 3.44 
EBIT -9.44 -11.58 -9.41 -5.51 0.35 
PTP -10.93 -14.24 -8.81 -4.75 1.45 
Net income -10.93 -14.24 -8.81 -4.75 1.45 
EPS (diluted, €) -0.50 -0.65 -0.40 -0.22 0.07 
EV/revenue (x) 8.4 9.7 7.1 5.2 3.3 
EV/EBITDA (x) -8.7 -6.4 -8.6 -22.0 17.3 
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Market data 
EPIC/TKR ASAI.SE 
Price (SEK) 20.0 
12m High (SEK) 90.0 
12m Low (SEK) 15.2 
Shares (m) 22.0 
Mkt Cap (SEKm) 440 
EV (SEKm) 617 
Free Float* 20% 
Market Nasdaq First 

North 
*As defined by AIM Rule 26 

Description 
Artificial Solutions is a leading global 
vendor of artificial intelligence (AI) 
software to large enterprises. 
Headquartered in Sweden, the 
company comprises around 104 
people. 
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Investment summary 
Standalone AI companies with a global enterprise customer base and strong SI 
engagement are a rarity. Artificial Solutions has the proven technology platform and 
an experienced management with which to monetise the opportunity, in our view. 
1Q’19 results confirm an expanding list of large-scale customers, strong order intake 
(with further acceleration expected), growing SI deal flow and a significant new 
platform release. The company’s recurring revenue model means that revenue will 
build progressively over time, even as large deals are announced. The high level of 
existing customer renewals and extensions resulted in a partner proportion of order 
intake at 10%, which was significantly lower than the 50% of revenue represented by 
partner-led deals. The partner order intake proportion is expected to be higher going 
forward.  

Personnel costs increased by 10% YoY, while headcount fell by 6, to 104, in 1Q’19 
compared with 1Q’18, due to salary increases, the cost of migrating headcount away 
from services and the hiring of employees in the US and Asia-Pacific.  

The April 2019 launches of the Teneo Fusion platform and the Teneo Developers 
application are designed to facilitate ease of use by partners and end-enterprises, in 
turn assisting the company to scale. The recent share price volatility is due to smaller 
retail transactions following the reverse takeover transaction. 

 

Artificial Solutions – 1Q’19 results 
(€m) 1Q’19 1Q’18 FY’18 
Net sales 1.2 1.2 4.4 
EBITDA -3.0 -2.1 -9.8 
Adjusted EBITDA -2.6 -2.1 -9.8 
Operating profit -5.5 -2.8 -11.6 
Adjusted operating profit -2.9 -2.8 -11.6 
Net profit per share (€) -0.3 n/a n/a 

Source: Company data, Hardman & Co Research 
 

► AI platform vendor: Artificial Solutions is a leading vendor of conversational AI 
solutions, or smart chatbots, as these technologies are sometimes called. These 
are virtual assistants that can respond accurately and appropriately to customer 
queries, based on a deep understanding of what the customer is seeking to do. 
Machine learning from millions of pieces of data is the method by which the 
chatbots gain the “intelligence” to engage in a conversation with the end-user. The 
more human-like the interaction, the more successful the chatbot is likely to be in 
delivering an acceptable level of satisfaction. 

► Transition from consultancy to platform licence sales: The revenue mix 
continues to trend towards licences. Since completing the initial development of 
the core software platform, called Teneo, in 2013, the company has focused on 
reducing its proportion of services revenue through engaging with SI partners to 
sell and implement its Teneo platform. Three primary drivers of this shift were i) 
the higher margins associated with software revenue, ii) the greater predictability 
of term licence and usage-based revenue streams, and iii) the scope to scale the 
customer base at a faster rate, with the benefit of SI partners actively selling the 
platform through dedicated AI practices worldwide. The inevitable shorter-term 
impact, pending an uplift in usage revenue, has been a flatter revenue profile, as 
the services revenue continues to play a diminishing profile in the revenue mix. 
Going forward, this is expected to be far more than offset by the revenue backlog 
converting into revenue.  
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► SI engagement remains high: SIs actively engaged with Artificial Solutions today 
include Accenture, Capgemini, KPMG, Sapient, Deloitte, Teleperformance and 
Cognizant – a very healthy list for a company of this size. These relationships are 
evolving quickly from an implementation-led set of relationships with the SIs to 
growing evidence that the latter are able to sell the Teneo platform without 
significant, or, in some cases, any input from Artificial Solutions. Notably, new SIs 
are seeking out Artificial Solutions to meet their own customers’ requirements. 
The US Government deal, announced in 1Q’19, was won through Deloitte – 
without which Artificial Solutions would not have been able to access this 
opportunity.  

► Acknowledged market leader: Artificial Solutions has consistently achieved 
strong rankings within the AI industry, and more widely in the technology sector. 
In 2018, ETR Research published the results of its survey of around 700 
enterprise CIOs from companies that it calculated represented some $300bn in 
annual IT spend. Of these participating companies, 229 were in the top Global 
2000 IT decision makers (ITDMs), and 66 were in the Fortune 100. The overlap 
between these enterprises and Artificial Solutions’ target market is, therefore, 
significant. The results from Artificial Solutions’ perspective are impressive, with 
the company ranking third among all “emerging technology companies to keep an 
eye on” and, perhaps even more significantly, considered to be the best-
positioned company its sector.  

ETR Research: emerging technology companies to keep an eye on  
 

 
Source: ETR Research 

 

► Inherent revenue scalability: Artificial Solutions sells term licences that grant an 
enterprise the right to use its Teneo platform for a specified period – usually two 
or three years. Alongside the term licences, and associated support and 
maintenance contracts, each customer contract incorporates a usage-based 
revenue element. The enterprise-grade nature of the company’s conversational 
AI capabilities allows the company to focus its attention on the largest enterprises 
with the highest numbers of users. The other side of the coin is that sales cycles 
are typically fairly extended and usually require pilot deployments in some form. 
However, once these enterprises have accepted that Artificial Solutions delivers 
on their requirements, the opportunity to scale revenue is substantial. The 
diagram below sets out the ways in which these deployments have, to date, 
tended to evolve.  
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Artificial Solutions – drivers of revenue scalability 

 

Source: Hardman & Co Research  

Profit and loss 
Artificial Solutions – profit and loss 
Year-end Dec (€m) 2016 2017 2018 2019E 2020E 2021E  
Income        
Net sales 3.620 4.951 4.389 6.777 9.756 16.102  
Capitalised costs 0.636 0.872 1.187 1.203 1.384 1.591  
Other operating income 0.901 1.234 0.517 0.413 0.331 0.264  
Total income 5.158 7.057 6.093 8.393 11.471 17.958  
        
Operating expenses        
Other external costs -3.379 -4.278 -5.022 -4.616 -3.212 -3.232  
Personnel costs -7.873 -9.572 -10.326 -10.636 -10.955 -11.284  
Other operating expenses -0.002 0.000 -0.003 -0.004 -0.004 -0.005  
Total operating expenses -11.254 -13.851 -15.352 -15.256 -14.171 -14.522  
        
EBITDA (reported) -6.096 -6.794 -9.259 -6.863 -2.701 3.436  
EBITDA (adj., excl. capitalised costs) -6.732 -7.666 -10.446 -8.066 -4.084 1.845  
Depreciation & amortisation -2.293 -2.641 -2.320 -2.552 -2.807 -3.088  
EBIT (reported) -8.389 -9.435 -11.579 -9.415 -5.508 0.348  
EBIT (adj., excl. capitalised costs) -9.025 -10.307 -12.766 -10.618 -6.892 -1.243  
        
Interest income 0.278 0.449 0.366 0.120 0.150 0.165  
Interest expenses -2.059 -1.941 -3.023 -2.072 -2.201 -2.155  
Net financial income -1.781 -1.492 -2.657 -1.952 -2.051 -1.990  
PTP -10.171 -10.927 -14.236 -8.815 -4.752 1.446  
PTP (adj., excl. capitalised costs) -10.810 -11.799 -15.423 -10.018 -6.135 -0.145  
Taxation -0.003 0.000 -0.002 0.000 0.000 0.000  
Net income -10.174 -10.927 -14.238 -8.815 -4.752 1.446  

Source: Company data, Hardman & Co Research 
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Balance sheet 
Artificial Solutions – balance sheet 
@ 31 Dec (€m) 2016 2017 2018 2019E 2020E 2021E  
Assets        
Fixed intangible assets        
Capitalised exp. for licences & 
software 3.480 3.107 2.870 1.203 1.384 1.591 

 

Goodwill 2.081 0.767 0.000 0.000 0.000 0.000  
Total intangible assets 5.561 3.873 2.870 1.203 1.384 1.591  
        
Fixed tangible assets        
Equipment, furniture & fittings 0.240 0.227 0.174 0.207 0.250 0.305  
Total tangible fixed assets 0.240 0.227 0.174 0.207 0.250 0.305  
        
Total fixed assets 5.801 4.100 3.044 1.410 1.633 1.897  
        
Other non-current receivables 0.380 0.517 0.538 0.591 0.651 0.716  
Total non-current assets 6.181 4.618 3.581 2.001 2.284 2.612  
        
Current assets        
Accounts receivable – trade 0.734 0.399 0.560 0.755 1.020 1.377  
Tax receivable 0.515 0.369 0.883 0.000 0.000 0.000  
Other receivables 0.109 0.088 0.329 0.361 0.398 0.437  
Prepaid expenses & accrued income 0.609 0.583 0.470 0.517 0.568 0.625  
Total current receivables 1.967 1.439 2.241 1.634 1.986 2.439  
        
Cash & bank balances 0.810 0.491 4.564 1.010 -0.317 2.003  
Total current assets 2.777 1.930 6.804 2.644 1.669 4.442  
        
Total assets 8.958 6.547 10.386 4.645 3.953 7.054  
        
Equity & Liabilities        
Equity        
Share capital 2.849 3.092 3.646 4.193 4.822 5.545  
Share premium reserve 58.128 62.776 75.566 77.355 79.818 80.532  
Other equity including result for year -62.784 -73.394 -87.638 -96.453 -101.204 -99.758  
Total equity -1.807 -7.526 -8.427 -14.905 -16.565 -13.681  
        
Long-term liabilities        
Liabilities to other lenders 4.715 2.537 5.102 4.592 4.132 3.719  
Total long-term liabilities 4.715 2.537 5.102 4.592 4.132 3.719  
        
Current liabilities        
Liabilities to other lenders 2.609 7.776 9.132 9.589 10.068 9.565  
Accounts payable – trade 0.167 0.395 0.364 0.491 0.663 0.895  
Income tax liability 0.011 0.005 0.002 0.000 0.000 0.000  
Other liabilities 0.183 0.241 0.347 0.433 0.541 0.677  
Accrued expenses & deferred income 3.080 3.119 3.866 4.446 5.113 5.879  
Total current liabilities 6.050 11.536 13.711 14.959 16.385 17.016  
        
Total equity & liabilities 8.958 6.547 10.386 4.645 3.953 7.054  

Source: Company data, Hardman & Co Research 
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Cashflow 
Artificial Solutions – cashflow statement 
Year-end Dec (€m) 2016 2017 2018 2019E 2020E 2021E  
Operating loss -8.389 -9.435 -11.579 -9.415 -5.508 0.348  
Depreciation 2.293 2.641 2.320 2.552 2.807 3.088  
Other items excluded from cashflow 1.036 0.320 0.030 0.000 0.000 0.000  
 -5.061 -6.474 -9.229 -6.863 -2.701 3.436  
        
Interest received 0.208 0.363 0.298 0.120 0.150 0.165  
Interest paid -0.879 -0.888 -1.740 -2.072 -2.201 -2.155  
Taxation paid & received -0.513 0.140 0.000 0.000 0.000 0.000  
Operating cashflow before working capital 
changes -6.245 -6.858 -10.671 -8.815 -4.752 1.446 

 

        
Changes in working capital        
Increase/(decrease) in receivables 0.066 0.359 -1.961 -0.607 0.352 0.454  
Increase/(decrease) in liabilities -0.435 0.360 0.821 1.248 1.426 0.631  
Net change in working capital -0.369 0.719 -1.139 0.641 1.779 1.084  
        
Cashflow from operating activities -6.613 -6.139 -11.810 -8.174 -2.973 2.531  
        
Investing activities        
Purchases of tangible fixed assets -0.112 -0.063 -0.025 -0.033 -0.043 -0.056  
Purchases of intangible fixed assets -0.640 -0.882 -1.244 -0.622 -0.311 -0.155  
Change in fixed assets 0.000 0.000 0.000 0.000 0.000 0.000  
Cashflow from investing activities -0.752 -0.945 -1.269 -0.655 -0.354 -0.211  
        
Financing activities        
Issue of new shares 8.267 3.833 12.820 4.500 0.000 0.000  
Costs of new share issues -0.179 -0.187 -0.346 -0.225 0.000 0.000  
Issue of new non-registered shares 1.244 0.000 0.000 0.000 0.000 0.000  
Change in loans -1.304 3.118 4.678 1.000 2.000 0.000  
Cashflow from financing activities 8.029 6.764 17.152 5.275 2.000 0.000  
        
Net change in cash & cash equivalents 0.664 -0.320 4.073 -3.554 -1.327 2.319  
Cash & cash equivalents at start of year 0.147 0.810 0.491 4.564 1.010 -0.317  
Cash & cash equivalents at end of year 0.810 0.491 4.564 1.010 -0.317 2.003  

Source: Company data, Hardman & Co Research 
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Disclaimer 
Hardman & Co provides professional independent research services and all information used in the publication of this report has been compiled from publicly available 
sources that are believed to be reliable. However, no guarantee, warranty or representation, express or implied, can be given by Hardman & Co as to the accuracy, 
adequacy or completeness of the information contained in this research and they are not responsible for any errors or omissions or results obtained from use of such 
information. Neither Hardman & Co, nor any affiliates, officers, directors or employees accept any liability or responsibility in respect of the information which is subject 
to change without notice and may only be correct at the stated date of their issue, except in the case of gross negligence, fraud or wilful misconduct. In no event will 
Hardman & Co, its affiliates or any such parties be liable to you for any direct, special, indirect, consequential, incidental damages or any other damages of any kind even 
if Hardman & Co has been advised of the possibility thereof.    

This research has been prepared purely for information purposes, and nothing in this report should be construed as an offer, or the solicitation of an offer, to buy or sell 
any security, product, service or investment. The research reflects the objective views of the analyst(s) named on the front page and does not constitute investment 
advice.  However, the companies or legal entities covered in this research may pay us a fixed fee in order for this research to be made available. A full list of companies or 
legal entities that have paid us for coverage within the past 12 months can be viewed at http://www.hardmanandco.com/legals/research-disclosures. Hardman may 
provide other investment banking services to the companies or legal entities mentioned in this report. 

Hardman & Co has a personal dealing policy which restricts staff and consultants’ dealing in shares, bonds or other related instruments of companies or legal entities which 
pay Hardman & Co for any services, including research. No Hardman & Co staff, consultants or officers are employed or engaged by the companies or legal entities covered 
by this document in any capacity other than through Hardman & Co.  

Hardman & Co does not buy or sell shares, either for their own account or for other parties and neither do they undertake investment business. We may provide 
investment banking services to corporate clients. Hardman & Co does not make recommendations. Accordingly, they do not publish records of their past 
recommendations. Where a Fair Value price is given in a research note, such as a DCF or peer comparison, this is the theoretical result of a study of a range of possible 
outcomes, and not a forecast of a likely share price. Hardman & Co may publish further notes on these securities, companies and legal entities but has no scheduled 
commitment and may cease to follow these securities, companies and legal entities without notice. 

The information provided in this document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or use 
would be contrary to law or regulation or which would subject Hardman & Co or its affiliates to any registration requirement within such jurisdiction or country. 

Some or all alternative investments may not be suitable for certain investors. Investments in small and mid-cap corporations and foreign entities are speculative and 
involve a high degree of risk. An investor could lose all or a substantial amount of his or her investment. Investments may be leveraged and performance may be volatile; 
they may have high fees and expenses that reduce returns. Securities or legal entities mentioned in this document may not be suitable or appropriate for all investors. 
Where this document refers to a particular tax treatment, the tax treatment will depend on each investor’s particular circumstances and may be subject to future change. 
Each investor’s particular needs, investment objectives and financial situation were not taken into account in the preparation of this document and the material 
contained herein. Each investor must make his or her own independent decisions and obtain their own independent advice regarding any information, projects, securities, 
tax treatment or financial instruments mentioned herein. The fact that Hardman & Co has made available through this document various information constitutes neither 
a recommendation to enter into a particular transaction nor a representation that any financial instrument is suitable or appropriate for you. Each investor should 
consider whether an investment strategy of the purchase or sale of any product or security is appropriate for them in the light of their investment needs, objectives and 
financial circumstances.  

This document constitutes a ‘financial promotion’ for the purposes of section 21 Financial Services and Markets Act 2000 (United Kingdom) (‘FSMA’) and accordingly 
has been approved by Capital Markets Strategy Ltd which is authorised and regulated by the Financial Conduct Authority (FCA).  

No part of this document may be reproduced, stored in a retrieval system or transmitted in any form or by any means, mechanical, photocopying, recording or otherwise, 
without prior permission from Hardman & Co. By accepting this document, the recipient agrees to be bound by the limitations set out in this notice. This notice shall be 
governed and construed in accordance with English law. Hardman Research Ltd, trading as Hardman & Co, is an appointed representative of Capital Markets Strategy 
Ltd and is authorised and regulated by the FCA under registration number 600843. Hardman Research Ltd is registered at Companies House with number 8256259. 

(Disclaimer Version 8 – Effective from August 2018) 

Status of Hardman & Co’s research under MiFID II 
Some professional investors, who are subject to the new MiFID II rules from 3rd January, may be unclear about the status of Hardman & Co research and, specifically, 
whether it can be accepted without a commercial arrangement. Hardman & Co’s research is paid for by the companies, legal entities and issuers about which we write 
and, as such, falls within the scope of ‘minor non-monetary benefits’, as defined in the Markets in Financial Instruments Directive II. 

In particular, Article 12(3) of the Directive states: ‘The following benefits shall qualify as acceptable minor non-monetary benefits only if they are: (b) ‘written material 
from a third party that is commissioned and paid for by a corporate issuer or potential issuer to promote a new issuance by the company, or where the third party firm is 
contractually engaged and paid by the issuer to produce such material on an ongoing basis, provided that the relationship is clearly disclosed in the material and that the 
material is made available at the same time to any investment firms wishing to receive it or to the general public…’ 

The fact that Hardman & Co is commissioned to write the research is disclosed in the disclaimer, and the research is widely available. 

The full detail is on page 26 of the full directive, which can be accessed here: http://ec.europa.eu/finance/docs/level-2-measures/mifid-delegated-regulation-2016-
2031.pdf 

In addition, it should be noted that MiFID II’s main aim is to ensure transparency in the relationship between fund managers and brokers/suppliers, and eliminate what 
is termed ‘inducement’, whereby free research is provided to fund managers to encourage them to deal with the broker. Hardman & Co is not inducing the reader of our 
research to trade through us, since we do not deal in any security or legal entity.  

http://www.hardmanandco.com/legals/research-disclosures
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