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Strong recovery in Asia and stable performance in the Americas  

Sales for the period of SEK 173m and EBITDA of SEK 61m 

Operating margin of 30% and cash flow of SEK 59m 

 

 

 

January-June 2017 

¶ Net sales of SEK 173.2m (162.3) 

¶ EBITDA of SEK 61.5m (49.1), corresponding to an EBITDA margin of 35.5% (30.3) 

¶ Operating profit of SEK 52.0m (41.3), corresponding to an operating margin of 

30.0% (25.4)  

¶ Profit before tax of SEK 51.1m (41.2) 

¶ Basic earnings per share of SEK 3.17 (2.54) and diluted earnings per share of SEK 

3.17 (2.54) 

¶ Earnings per share of SEK 3.92 (3.20) after current tax 

¶ Cash flow from operating activities of SEK 58.8m (42.6)  

¶ Net cash of SEK 61.7m (32.6) at the end of the period 

 

April-June 2017 

¶ Net sales of SEK 86.8m (81.8) 

¶ EBITDA of SEK 30.9m (26.0), corresponding to an EBITDA margin of 35.6% (31.8) 

¶ Operating profit of SEK 25.8m (22.1), corresponding to an operating margin of 

29.7% (27.0)  

¶ Profit before tax of SEK 25.7m (22.0) 

¶ Basic earnings per share of SEK 1.68 (1.34) and diluted earnings per share of SEK 

1.68 (1.34) 

¶ Earnings per share of SEK 1.98 (1.69) after current tax 

¶ Cash flow from operating activities of SEK 32.3m (20.6)  

Key ratios January-June April-June Full-year 

 2017 2016 2017 2016 2016 

EBITDA margin, % 35.5 30.3 35.6 31.8 34.5 

Operating margin, % 30.0 25.4 29.7 27.0 29.4 

Net cash, SEK m 61.7 32.6 61.7 32.6 96.5 

No. of employees at end of 

period 

158 164 158 164 165 

Profit summary January-June April-June Full-year 

SEK m 2017 2016 2017 2016 2016 

Net sales 173.2 162.3 86.8 81.8 328.4 

Operating expenses -121.2 -121.0 -61.0 -59.7 -231.9 

Operating profit 52.0 41.3 25.8 22.1 96.5 

Key events during the period 

¶ IAR Systems supplemented its data security product portfolio through an 

investment in an equity stake in Secure Thingz  

 

Key events after the end of the reporting period 

¶ The company increased its credit margin by an additional SEK 200m 
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Strong recovery in Asia and stable performance in the 
Americas

 

During the second quarter, we experienced a strong recovery in Asia and a 

stable performance in the Americas, which enabled us to maintain a stable 

financial position.We also received a larger share of major transactions 

from customers looking to standardize their development of our products. 

Both license-based revenue and revenue from support and upgrade 

agreements continue to grow. While there have been no major changes 

compared with previous years in terms of sales per product, our add-on 

products and safety-certified products are growing at a faster rate.  

Our regions displayed mixed performances during the first half of the year. 

The Americas continued to report growth exceeding our financial targets 

during the second quarter as a result of a greater focus on geographical 

growth in the Americas and larger customers. Europe noted an 

improvement during the second quarter, with several of the countries in the 

region continuing to report varied results. Asia displayed a very strong 

performance during the second quarter, despite it being a historically 

weaker quarter since several customers have a split financial year starting 

on April 1 and thus are less likely to start by making major investments. 

The recent consolidation of the processor vendor market, and thus of 

product portfolios, is increasing the volatility of our sales. This volatility 

reflects an uncertainty regarding customersô choice of processor vendor. At 

the same time, launches of new processors are becoming limited as 

vendors focus more on mergers than market activity. Among processor 

vendors, ARM continues to have a strong influence on future processors, 

even if we can see that some new architecture is appearing on the market, 

though on a very small scale.  

 

Renesas Synergy is following its previously communicated plan. The 

launch is proceeding as expected and manufacturing of Synergy 

processors began during the period. The production of units involves small 

volumes and should be seen by most customers as a start-up. Most users 

are in a development phase in their use of the Renesas Synergy Platform 

and will, therefore, begin production during the latter part of 2017 or more 

likely in 2018. The guaranteed remuneration from Renesas Synergy 

Platform was slightly higher than in previous years since the agreement 

with Renesas was signed during the second quarter of 2016.  

Embedded systems play an important role in todayôs product development 

and will become even more significant in the future. This, in turn, will make 

the issues of functional safety and data security even more critical. There 

is significant potential in the market when it comes to security, particularly 

with respect to the Internet of Things (IoT), the automotive industry and 

medical technology, and leveraging new market opportunities will require 

knowledge sharing, strong strategic alliances and new technology.  

Another distinct market trend is a focus by many suppliers on the 

automotive industry, where the number of processor-controlled 

applications is increasing sharply. Trends such as autonomous vehicles 

are fueling the development of both innovation and market positioning in all 

areas of the automotive industry.  This trend became very clear at the 

annual Embedded World trade fair in Germany, which we attended this 

year in a more ambitious capacity than ever before. At this yearôs fair, we 

launched a number of products for the automotive industry and a major 

upgrade to our flagship product IAR Embedded Workbench for ARM.  
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Revenue categories Q1-Q2 2017 

License-based
revenue (97 %)

Royalty-based
revenue (3 %)

Americas (39 %)

Asia (24 %)

Europe (33 %)

Not allocated by
region (4 %)

Breakdown of revenue Q1-Q2 2017 
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During the second quarter, we invested in Secure Thingz in order to offer 

our customers products that guarantee their data security through the 

development and manufacturing process. Secure Thingz delivers products 

and services for the development, management and deployment of 

embedded data security in devices and products. The companyôs Secure 

Deploy Platform was developed to solve the complex security challenges 

associated with IoT. The platform provides a cost-efficient means to 

guarantee basic processor security and offers services to ensure data 

security throughout a productôs life cycle. The collaboration between 

Secure Thingz and IAR Systems will mainly focus on the management of 

critical information during the development process, an area where we 

already have a large and loyal customer base. 

 

 

 

 

 

 

 

 

 

 

 

 

We are at a stage in the companyôs development where we are seeing a 

clear market trend of embedded systems increasing in value through 

broader application and increased use. This trend is boosting demand in 

various customer segments and across vertical markets.  

During the quarter, we achieved several sales records and our best 

financial result to date. Our strong financial position also improved during 

the quarter as we increased our credit margin by an additional SEK 200m 

in order to create the scope to act on our high ambitions and maintain our 

long-term focus.  

Stefan Skarin, CEO of IAR Systems Group AB 
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The IAR Systems share 

IAR Systems Groupôs class B share is quoted on the Mid Cap list of Nasdaq 

Stockholm. During the period, the share price varied from a low of SEK 175.00 

(119.00) to a high of SEK 209.00 (195.00). The share price at June 30, 2017 was 

SEK 175.00 (157.00). IAR Systems Groupôs market capitalization on the same date 

was SEK 2,211m (1,983).  

The number of shareholders in IAR Systems Group at June 30, 2017 was 8,430 

(9,058). Of these shareholders, 508 (540) held more than 1,000 shares each. 

Foreign shareholders held approximately 23% (20) of the share capital and 21% 

(18) of the votes. 

IAR Systems Groupôs share capital at June 30, 2017 amounted to SEK 

126,320,614, divided between 12,632,061 shares, of which 100,000 are class A 

shares and 12,532,061 are class B shares. 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

Breakdown of 
shareholdings 

No. 
of shareholders 

No.  
of 

shareholders, 
% 

Share  
of capital, % 

Share  
of votes, % 

1-100 5,665 67% 1% 1% 

101-1,000 2,257 27% 7% 7% 

1,001-10,000 412 5%  10%  9% 

10,001- 96 1% 82% 83% 

Total 8,430 100% 100% 100% 

     

Geographical 
distribution 

No. 
of shareholders 

No.  
of 

shareholders, 
% 

Share  
of capital, % 

Share  
of votes, % 

Sweden 8,199 97% 77% 79% 
Europe excl. 
Sweden 194 2% 19% 18% 

Other countries 37 1%  4%  3% 

Total 8,430 100% 100% 100% 

Largest shareholders (votes) 
No. 

 of shares 
Share  

of capital, % 
Share  

of votes, % 

Andra AP-fonden 1,135,415 9% 8% 

Danica Pension* 220,121 2% 8% 

Handelsbanken Fonder  918,938  7% 7% 

Ribbskottet AB 880,000 7% 7% 

Första AP-fonden 770,157 6% 6% 

Other  8,707,430 69% 64% 

Total 12,632,061 100% 100% 

*of which 100,000 class A shares    
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Financial information

NET SALES AND PROFIT 

Net sales for the period rose 7% compared with the corresponding period in the preceding 

year and amounted to SEK 173.2m (162.3), of which SEK 86.8m (81.8) was attributable to 

the second quarter. Royalty-based revenue of SEK 4.3m (1.8) from the agreement with 

Renesas Electronics Corporation was reported during the period, of which SEK 1.4m (1.4) 

during the second quarter. The guaranteed share of Renesas Synergy Platform was slightly 

higher in this period compared with preceding years since the agreement with Renesas was 

signed during the second quarter of 2016. In a year-on-year comparison, currency 

translation had a positive impact of SEK 8.2m on net sales for the period, of which SEK 

4.5m pertained to the second quarter. 

EBITDA for the period totaled SEK 61.5m (49.1), corresponding to an EBITDA margin of 

35.5% (30.3). EBITDA for the second quarter totaled SEK 30.9m (26.0), corresponding to 

an EBITDA margin of 35.6% (31.8). Operating profit for the period increased 26% to SEK 

52.0m (41.3). Legal costs in the USA of SEK 4.0m were charged to operating profit in the 

year-earlier period. Excluding this non-recurring item, operating profit increased 15%. 

Operating profit for the second quarter amounted to SEK 25.8m (22.1). 

Operating expenses were cut by SEK 6.7m (7.9) during the period through the capitalization 

of development costs for software and debug probes. Of the internal expenses that were 

capitalized, SEK 5.3m (6.1) pertained to personnel costs. In a year-on-year comparison, 

currency translation had a positive impact of SEK 5.2m on operating profit for the period, of 

which SEK 2.9m pertained to the second quarter. 

During the period, the company participated in an issue of new shares in Northern Parklife 

to increase the prospects of divesting the financial holding. Financial expenses for the 

period largely comprise a SEK 0.8m (-) impairment loss on the holding in Northern Parklife, 

corresponding to the companyôs share in the issue of new shares above. 

 

SALES TREND 

The Americas reported growth exceeding our financial targets as a result of a greater focus 

on geographical growth in the Americas and larger customers. Europe displayed a negative 

performance during the period and creating year-on-year growth proved challenging in most 

countries. The markets in Europe experienced varied developments without any specific 

negative trend, though some large customers chose to postpone major investment 

decisions, which had a short-term adverse impact on the region.   

Asia reported a stable performance, although Korea remains challenging in the wake of 

Samsungôs crisis and the political turbulence in the country. Japan achieved several sales 

records toward the end of the period following a number of changes and recruitments in 

2016. 

In a year-on-year comparison, total sales growth in local currency was 7%. The 7% sales 

growth for the period resulted in a corresponding increase in net sales, since the accrual of 

prepaid maintenance revenue (-5%) was offset by positive foreign exchange effects (+5%).   

 

 

Sales growth in local 
currency Prepaid Foreign 

exchange 
effect 

Growth in 
net sales 

Share of 

 
Q1 Q2 Q1-2 

maintenance 
revenue net sales 

Americas 13% 11% 11% -8% 7% 10% 39% 

Europe -2% 0% -1% -4% 3% -1% 33% 

Asia -6% 24% 7% -4% 6% 9% 24% 
Not 
allocated 200% -8% 59% - - 59% 4% 

Total 5% 9% 7% -5% 5% 7% 100% 

 

INVESTMENTS AND FINANCING 

Investments in property, plant and equipment for the period totaled SEK 1.1m (0.8), of 

which SEK 0.7m (0.3) was attributable to the second quarter. Investments in intangible 

assets for the period amounted to SEK 8.8m (9.4), of which SEK 4.8m (4.7) pertained to the 

second quarter. Most of these investments, SEK 6.7m (7.9), pertain to the capitalization of 

development costs for software and debug probes. In addition, the company invested in an 

equity stake in Secure Thingz amounting to SEK 17.8m during the quarter. These 

investments were in line with the companyôs plans. The equity/assets ratio at June 30, 2017, 

was 67% (67).  
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CASH FLOW, CASH AND CASH EQUIVALENTS 

Cash flow from operating activities for the period amounted to SEK 58.8m (42.6), of which 

SEK 32.3m (20.6) pertained to the second quarter. 

Cash flow from investing activities for the period totaled SEK -28.5m (-10.4), of which SEK -

23.3m (-5.2) pertained to the second quarter. During the second quarter, the company 

invested in an equity stake in Secure Thingz amounting to SEK 17.8m. In addition to this 

investment, the company mainly invested in intangible assets. 

Cash flow from financing activities for the period totaled SEK -63.2m (88.4), of which SEK -

63.2m (-88.4) pertained to the second quarter. 

Dividends totaling SEK 63.2m (88.4) were paid to the companyôs shareholders during the 

second quarter. 

As of June 30, 2017, the Group had net cash of SEK 61.7m (32.6). Cash and cash 

equivalents at the end of the period totaled SEK 64.3m (34.9). In addition, the Group had 

unutilized bank overdraft facilities of SEK 25.0m (25.0). The Groupôs total available cash 

and cash equivalents thus amounted to SEK 89.3m (59.9). 

After the end of the period, the company increased its bank overdraft facilities by an 

additional SEK 200m. 

 

EMPLOYEES 

The number of employees in IAR Systems at the end of the period was 158 (164). The 

average number of employees during the period was 154 (156).  

 

PARENT COMPANY  

The activities of the Parent Company consist of Group management, finance and IR/PR 

functions. The Parent Companyôs net sales for the period amounted to SEK 6.1m (6.1). The 

Parent Company posted a loss after financial items of SEK -2.8m (-2.1). Net investments in 

property, plant and equipment amounted to SEK 0.0m (0.0).  

Cash and cash equivalents at June 30, 2017 totaled SEK 6.0m (1.3). The number of 

employees in the Parent Company at the end of the period was 4 (4). 

 

2017 ANNUAL GENERAL MEETING 

The Annual General Meeting (AGM) of IAR Systems Group was held on April 26. For 

information about the AGM and the resolutions passed, refer to the companyôs website: 

www.iar.com 

SIGNIFICANT RISKS AND UNCERTAINTIES 

The market for IAR Systemsô software is evolving rapidly and forecasts about future 

developments are thus uncertain. IAR Systems Groupôs assessment is that no significant 

risks and uncertainties have changed or arisen aside from those described in the annual 

report for 2016 under ñRisk managementò on page 32, under ñAdministration reportò on 

page 35 and in Note 2 on pages 50-52.  

 

FUTURE OUTLOOK 

The Boardôs financial targets are for IAR Systems Groupôs sales to grow by 10-15% 

annually in local currency and for the operating margin to exceed 25% over a business 

cycle.  

Stockholm, Wednesday, August 16, 2017 

 

 

Stefan Skarin 

CEO of IAR Systems Group AB 

 

FINANCIAL CALENDAR 2017 

Interim report Jan-Sep 2017, October 18, 2017  

 

IAR SYSTEMS GROUP AB (PUBL) 

Corporate identification number 556400-7200 

Kungsgatan 33, SE-111 56 Stockholm, Sweden 

Tel +46 8 410 920 00  www.iar.com 

Stefan Skarin, President and CEO, tel +46 708 651 005 stefan.skarin@iar.com 

Stefan Ström, CFO, tel +46 708 651 068 stefan.strom@iar.com 

 

REVIEW 

This report has not been reviewed by the companyôs auditor. 

  

http://www.iar.com/
mailto:stefan.strom@iar.com
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Income statement 
 

CONDENSED CONSOLIDATED INCOME STATEMENT 

  6 months Jan-Jun 3 months Apr-Jun Full-year 

SEK m Note 2017 2016 2017 2016 2016 

Net sales 1.2 173.2 162.3 86.8 81.8 328.4 

Goods for resale  -4.0 -7.0 -1.6 -3.7 -12.2 

Other external expenses  -25.1 -25.7 -12.8 -9.9 -48.4 

Personnel costs  -82.6 -80.5 -41.5 -42.2 -154.6 

Depreciation of property, plant and equipment  -1.2 -1.2 -0.6 -0.6 -2.5 

Amortization of intangible assets  -8.3 -6.6 -4.5 -3.3 -14.2 

Operating profit  52.0 41.3 25.8 22.1 96.5 

Financial income  0.0 0.0 0.0 0.0 0.0 

Financial expenses  -0.9 -0.1 -0.1 -0.1 -0.4 

Profit before tax  51.1 41.2 25.7 22.0 96.1 

Tax  -11.1 -9.1 -4.5 -5.1 -22.1 

Profit for the period  40.0 32.1 21.2 16.9 74.0 

Earnings per share for the period, basic, SEK  3.16 2.54 1.67 1.34 5.86 
Earnings per share for the period, diluted, 

SEK 

 

3.16 2.54 1.67 1.34 5.86 

       

STATEMENT OF COMPREHENSIVE 
INCOME 

  

6 months Jan-Jun 
 

3 months Apr-Jun Full-year 

SEK m  2017 2016 2017 2016 2016 

Profit for the period  40.0 32.1 21.2 16.9 74.0 
Other comprehensive income for the 

period 

 

     
Items that will be reclassified subsequently to 

profit or loss: 

 

     

Exchange differences  -2.5 0.9 -2.1 1.3 3.0 

Total other comprehensive income  -2.5 0.9 -2.1 1.3 3.0 

Comprehensive income for the period  37.5 33.0 19.1 18.2 77.0 
Comprehensive income for the period 

attributable to owners of the Parent Company 

 

37.5 33.0 19.1 18.2 77.0 




