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Syntec Numérique meeting feedback: stabilisation confirmed
Growth trends for 2019 slightly better than expected
The latest Syntec/IDC survey published yesterday reports that the French IT market
is now expected to rise 4.2% for 2019 – a marginal acceleration vs. +4.1% in 2018 compared with +3.9% estimated in December 2018. As explained 6 months ago, these
numbers include a 0.4ppt negative calendar effect. The upward revision stemmed
from Software (+5.8% vs. +5.1% - with an acceleration over the +5.3% reported for
2018) and IT Services (+3.3% vs. +3% - with stabilisation over 2018), while the forecast
for High-tech Consulting remains unchanged at +5.2% (slowing down from +5.5% in
2018). SMACS (cloud, cybersecurity, artificial intelligence, cognitive systems…) are
expected to rise 15.7% (vs. +14.7%) - accelerating from +14.5% in 2018 - and
accounting for 29.8% (vs. 28.5%) of the French IT market.
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SAP | BUY - Top Picks | EUR143
ALTEN | BUY | EUR112
ALTRAN TECHNOLOGIES | BUY | EUR17
ATOS | BUY | EUR107
CAPGEMINI | BUY | EUR139
CAST | BUY | EUR4.1
INDRA SISTEMAS | BUY | EUR14

The upward revision stems from Software and IT Services

MATERIALISE | BUY | USD19

In IT Services, where the main growth drivers stemmed from new added-value service
offerings (SMACS), the upward forecast revision for 2019 stemmed from Development
& Staffing (+2.5% vs. +1.8%), while Consulting is expected to rise 5.7% (vs. +5.6%),
Integration 4.5% (unchanged), Training 1.7% (vs. +1.4%), Application Outsourcing 4.8%
(unchanged), Infrastructure Outsourcing 1.6% (of which +2.6% in digital workplace,
+6.8% in cloud & hosting, and -3.4% in large outsourcing contracts), and BPO 1.6%. In
Software, growth is expected to be driven by application software (+6.1%, vs. +6.2%),
then embedded software (+4.6%) and infrastructure software (+3.9%), with SaaS
expected to gain 21% and account for 25% of the French Software market (unchanged).
Finally, growth in High-tech Consulting is set to be driven by Automotive, Aerospace
and Energy.

SOFTWARE AG | BUY | EUR42
SOPRA STERIA GROUP | BUY | EUR156
SWORD GROUP | BUY | EUR47
TEMENOS GROUP | BUY | CHF194
DASSAULT SYSTEMES | NEUTRAL | EUR129
SAGE GROUP | NEUTRAL | 710p

EASYVISTA | CORPORATE | EUR53

However, leading KPIs point to a growth stabilisation or slowdown
This slight upward revision to Syntec/IDC forecasts does not question our view that
the current growth cycle (which had its starting point in 2013-2014) reached a plateau
in 2018 that is expected to be maintained in 2019. While there is no real sign of a
downturn, Syntec Numérique members are vigilant on changes in certain early
indicators: book-to-bill ratios remain above 1 for 80% of the respondents (vs. 83% one
year ago), utilisation rates are growing for only 30% of the respondents (vs. 47%),
stabilising for 48% of them (vs. 45%), and declining for 22% of them (vs. only 8%).
Obviously, while digital transformation remains a top priority, current economic
concerns seem to warrant more prudence in discretionary IT spending. Finally, service
prices are growing by 2-4% on average due to the shortage of “talents”, while
recruitment and staff attrition is less of a concern than it was a year ago as service
companies have globally improved the way they address the HR topic.

Our forecasts for stocks we cover embed some slowdown
In IT Services, on a lfl basis, we cautiously forecast for 2019e for France: +5.7% (vs.
est. +6.2% in 2018) for Capgemini, +4.2% (vs. +3%) for Atos, and +5.3% (vs. +4.7%) for
Sopra Steria ex-Solutions. In High-tech Consulting, we expect +6.1% (vs. +6.2%) for
Altran, and +10.6% (vs. +11.3%) for Alten. For 2020e, for most of cases, we expect a
slowdown to materialise, as we forecast +5% for Capgemini, +3% for Atos, +5% for
Sopra Steria ex-Solutions, +8% for Alten, and +6% for Altran.
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Bryan Garnier stock rating system
For the purposes of this Report, the Bryan Garnier stock rating system is defined as follows:

Stock rating
BUY

NEUTRAL

SELL

Positive opinion for a stock where we expect a favourable performance in absolute terms over a period of 6 months from the
publication of a recommendation. This opinion is based not only on the FV (the potential upside based on valuation), but also
takes into account a number of elements that could include a SWOT analysis, momentum, technical aspects or the sector
backdrop. Every subsequent published update on the stock will feature an introduction outlining the key reasons behind the
opinion.
Opinion recommending not to trade in a stock short-term, neither as a BUYER or a SELLER, due to a specific set of factors. This
view is intended to be temporary. It may reflect different situations, but in particular those where a fair value shows no
significant potential or where an upcoming binary event constitutes a high-risk that is difficult to quantify. Every subsequent
published update on the stock will feature an introduction outlining the key reasons behind the opinion.
Negative opinion for a stock where we expect an unfavourable performance in absolute terms over a period of 6 months from
the publication of a recommendation. This opinion is based not only on the FV (the potential downside based on valuation), but
also takes into account a number of elements that could include a SWOT analysis, momentum, technical aspects or the sector
backdrop. Every subsequent published update on the stock will feature an introduction outlining the key reasons behind the
opinion.

Distribution of stock ratings
BUY ratings 50.3%

NEUTRAL ratings 42.9%

SELL ratings 6.7%
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Bryan
Garnier
shareholding in Issuer

Bryan Garnier & Co Limited or another company in its group (together, the “Bryan Garnier
Group”) has a shareholding that, individually or combined, exceeds 5% of the paid up and issued
share capital of a company that is the subject of this Report (the “Issuer”).
The Issuer has a shareholding that exceeds 5% of the paid up and issued share capital of one or
more members of the Bryan Garnier Group.
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Bryan Garnier

3

Financial interest

A member of the Bryan Garnier Group holds one or more financial interests in relation to the
Issuer which are significant in relation to this report

No

4

Market maker or liquidity
provider

A member of the Bryan Garnier Group is a market maker or liquidity provider in the securities of
the Issuer or in any related derivatives.
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5

Lead/co-lead manager

No
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Investment
agreement

7

Research agreement

In the past twelve months, a member of the Bryan Garnier Group has been lead manager or colead manager of one or more publicly disclosed offers of securities of the Issuer or in any related
derivatives.
A member of the Bryan Garnier Group is or has in the past twelve months been party to an
agreement with the Issuer relating to the provision of investment banking services, or has in that
period received payment or been promised payment in respect of such services.
A member of the Bryan Garnier Group is party to an agreement with the Issuer relating to the
production of this Report.
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The investment analyst or another person involved in the preparation of this Report has received
or purchased shares of the Issuer prior to a public offering of those shares.

No
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Analyst
receipt
or
purchase of shares in
Issuer
Remuneration of analyst

The remuneration of the investment analyst or other persons involved in the preparation of this
Report is tied to investment banking transactions performed by the Bryan Garnier Group.

No

10

Corporate finance client

No

11

Analyst has short position

In the past twelve months a member of the Bryan Garnier Group has been remunerated for
providing corporate finance services to the issuer or may expect to receive or intend to seek
remuneration for corporate finance services from the Issuer in the next six months.
The investment analyst or another person involved in the preparation of this Report has a short
position in the securities or derivatives of the Issuer.

12

Analyst has long position

The investment analyst or another person involved in the preparation of this Report has a long
position in the securities or derivatives of the Issuer.

No
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Bryan Garnier executive
is an officer

No

14

Analyst disclosure

15

Other disclosures

A partner, director, officer, employee or agent of the Bryan Garnier Group, or a member of such
person’s household, is a partner, director, officer or an employee of, or adviser to, the Issuer or
one of its parents or subsidiaries. The name of such person or persons is disclosed above.
The analyst hereby certifies that neither the views expressed in the research, nor the timing of
the publication of the research has been influenced by any knowledge of clients positions and
that the views expressed in the report accurately reflect his/her personal views about the
investment and issuer to which the report relates and that no part of his/her remuneration was,
is or will be, directly or indirectly, related to the specific recommendations or views expressed
in the report.
Other specific disclosures: Report sent to Issuer to verify factual accuracy (with the
recommendation/rating, price target/spread and summary of conclusions removed).
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A copy of the Bryan Garnier & Co Limited conflicts policy in relation to the production of research is available at www.bryangarnier.com
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