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Pursuant to article 17 of Regulation (EU) No 596/2014 of the European Parliament and of the Council 
on market abuse and article 228 of the Consolidated Text of the Spanish Securities Market Act 
approved by Royal Legislative Decree 4/2015, of 23 October, and related provisions, and in 
Circular 15/2016 of the Mercado Alternativo Bursátil (the Spanish Alternative Equity Market, or 
“MAB” for short) on the disclosures required of growth companies, the Company hereby releases 
the following significant information to the market in relation to Gigas Hosting, S.A. and its 
controlled entities (“GIGAS”, the “GIGAS Group”, the “Group”, or the “Company”). This information 
relates to the annual financial results for the full year 2017 and includes the performance against 
the budget for 2017, as published in the form of price sensitive information on 1 March 2017. 

• Summary of significant information for 2017, including the extent to which the Company 
has fulfilled the budget. 

• Budget for 2018 (already released in the form of price sensitive information on 29 January 
2018). 

• Audit report and consolidated financial statements of Gigas Hosting, S.A. and subsidiaries 
for the year ended 31 December 2017 and consolidated management report. 

• Audit report and separate financial statements of Gigas Hosting, S.A. for the year ended 
31 December 2017 and management report. 
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SUMMARY OF SIGNIFICANT INFORMATION 

 

Dear shareholder, 

We are pleased to present our financial statements for 2017, the second full year since GIGAS’ 
shares were first admitted for trading on the MAB market on 3 November 2015 and a year in which 
the Company focused its efforts on growing EBITDA, which is now positive and comfortably clear 
of the targets it set itself at the start of the year.  

Key financial and operating figures for 2017 include: 

• A total of 3,608 customers, comprising 502 Cloud Datacenter and 3,106 Cloud VPS 
customers 

• Customer sales revenue of EUR 7.05 million (up 23.5% on 2016) 
• Net revenue of EUR 5.95 million (up 23.0% on 2016) 
• Positive EBITDA of EUR 572 thousand (versus negative EBITDA of EUR 186 thousand in 

2016) 
• Net losses of EUR 492 thousand (versus net losses of EUR 773 thousand in 2016) 
• Investments in installations, IT equipment and other property, plant and equipment of EUR 

1.08 million in 2017, giving an investment to revenue ratio of 0.18  
• Strong presence in Latin American following the opening of an office in Mexico in late 2016 

and the deployment of sales channels across Central America  
• Named by Gartner as a significant global supplier and crowned best supplier of cloud 

hosting services for the second year at the Cloud Awards. Meanwhile, the Company is 
ranked 126 on the Financial Times’ prestigious “FT 1000: Europe’s Fastest Growing 
Companies” 

• Development of an indirect sales channel to expand commercial coverage 

 

 

MARKET 
The Infrastructure as a Service (IaaS) market has continued to grow across all countries where 
GIGAS has operations and is surging forward in the most advanced markets. Analysts1 forecast 
industry growth of 36.6% worldwide in 2017 to USD 34.7 billion in market revenue (USD 25.4 billion 
in 2016). Looking ahead to 2018, those same analysts are confident the global IaaS market will 
report USD 45.8 billion in revenue, up nearly 32.0%.   

The competitive outlook remained stable in 2017 within the IaaS market and in the countries in 
which GIGAS operates. GIGAS’ main competitors are the large North American outfits and certain 
local telecoms operators, which are looking to grow their market share by lowering prices. GIGAS 
is a major player when it comes to tender processes aimed at medium- and large-sized enterprises. 
Despite facing fierce competition, the Company relies on its key competitive edge of being a local, 
flexible, highly agile and customer-centric business that provides unrivalled levels of support in 
Spanish to help its customers migrate to the cloud. Meanwhile, GIGAS is continuing to nurture 
strategic partnerships with systems integrators and local tech consultancy firms in a bid to expand 
the Company’s commercial outreach and offer its clients a more complete and customer centric 
service. It is achieving this through a channel that offers value-added services and which is already 
accounting for a sizeable part of GIGAS’ new leads and sales. 

                                                           
1 Gartner, October 2017.   https://www.gartner.com/newsroom/id/3815165 
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CLIENTS 
GIGAS offers its customers two unique products: Cloud VPS and Cloud Datacenter, which cover 
the cloud infrastructure needs of small enterprises in the case of Cloud VPS and medium- and 
large-sized businesses in the case of Cloud Datacenter. The Company ended the year with a total 
base of 3,608 customer (3,586 in 2016), of which 3,106 were Cloud VPS customers (down 1.1% on 
the 3,141 reported in 2016), while the remaining 502 were Cloud Datacenter subscribers (up 12.8% 
on the 445 reported in 2016). GIGAS strives to offer quality services to businesses and focuses its 
strategy on value ahead of quantity and low pricing as it seeks to enhance its Cloud Datacenter 
product and bring more large revenue customers to the Cloud VPS segment. In 2017, the Company 
reported a slight increase in the total number of customers, but more significantly it has increased 
its value-added customers, which has led to a sharp increase in ARPU (average revenue per user) 
in both segments.  

While a price war continues to be waged at the lower end of the sector, ARPU in the Cloud VPS 
segment grew in 2017 to EUR 25.7 per user per month, compared with ARPU of EUR 25.0 per user 
per month the year before. Meanwhile, ARPU growth in the Cloud Datacenter segment was even 
more impressive, gaining 7.2% to move from EUR 992.2 per user per month in 2016 to EUR 1,071.6 
per user per month in 2017. 

Medium- and large-sized enterprises, 
which typically arrange our Cloud 
Datacenter product, account for a large 
part of the Company’s revenue and this 
trend is increasing. These businesses 
generated 86.3% of sales in the year 
(83.4% in 2016), despite representing only 
13.9% of total clients (12.4% in 2016).    

 

 

FINANCIAL INFORMATION  
The Company posted EUR 7.05 million in revenue (gross sales to customers) in 2017, up 23.5% 
year-on-year. Net revenue (net income), adjusted accordingly to reflect prepayments of services 
already billed but yet to be rendered, plus discounts and promotions, came to EUR 5.95 million in 
2017, up 23.0% from the year before. The following table shows historical half-yearly growth 
figures, revealing annual compound growth of 66% (12.5x) in the period.  

 

NOTE: 
Half-year figures up 
to 2014 have not 
been audited 
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The following table shows the consolidated income statement of the GIGAS Group for 2017. 

 

 
Net revenue fell slightly short of the Company’s budget (published as price sensitive information 
on 1 March 2017) at 95.6%. This marginally lower-than-expected growth was entirely down to the 
depreciation of the US dollar; a currency GIGAS uses to bill customers in Latin America and which 
accounted for nearly half of its revenue in the year. The dollar depreciated sharply in the period 
(down almost 15%), which had a significant impact on the Company's consolidated figures 
denominated in euros. Meanwhile, sales in the first half of the year were somewhat slower than 
expected, which affected income for the year, although the market recovered in the latter half.  
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Turning to EBITDA, GIGAS closed out 2017 at a positive EUR 572 thousand, a sizeable increase on 
the EUR 186 thousand in losses reported in 2016 and, more significantly, well ahead of the EUR 211 
thousand budgeted. The increase was largely a product of the Company’s drive to improve 
operational efficiency, as reflected in its gross margin (78.2% versus guidance of 75.7%), but aided 
also by the reduction in personnel expenses and external services, as shown below. 

 

NOTE*: Gross margin is calculated as ‘Revenue’ less ‘Cost of sales’, ‘Customer acquisition fees’ under ‘Staff 
expenses’ and ‘Impairment losses and changes in trade provisions’ included under ‘Other operating expenses’. 

Cost of sales increased by just 3.9% in 2017, allowing the Company to make sizeable improvements 
in its gross margin, which climbed from 74.2% in 2016 to 78.2% in 2017. This improvement in cost 
of sales was largely down to a reduction in online customer acquisition costs (mainly in relation to 
Cloud VPS) in response to the Company’s strategy of focusing its commercial efforts towards 
customers from the higher tier segments. The other cost of sales items either grew in line with 
sales (Other cost of sales) or were below sales (Datacenters and Connectivity). In absolute terms, 
gross income totalled EUR 4.65 million in the year, up 29.6% (or EUR 1.06 million) on 2016 and 2.5 
points clear of the estimated figure contained in the Company’s guidance for the year. 

The Company is now looking to stabilise the growth of its staff structure, as shown by its personnel 
expenses, which came to EUR 2.89 million, up 7.7% on the EUR 2.69 million reported the year 
before and below the EUR 3.05 million forecast. This amount includes the cost of the Company’s 
share-based incentive plans, which are explained under section 3.2 of the MAB Admissions 
Information Document published in September 2015 and in the price sensitive information 
disclosure released on 14 June 2016 regarding the approval of a new incentives plan.   

Other operating expenses was virtually flat in the period at EUR 1.60 million, down slightly on the 
EUR 1.63 million reported in the previous year, but substantially better than the budgeted figure of 
EUR 1.86 million. This was largely the result of streamlined marketing costs and international costs, 
especially in Mexico.   
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Following years of investments in commercial and marketing structure and sharp sales growth, the 
Company set itself the target of posting a profit in 2017. GIGAS was able to deliver on this 
commitment by bringing its negative EBITDA of EUR 0.21 million in 2016 to a positive EUR 0.57 
million in 2017. This EBITDA was also 171.4% higher than the projected EBITDA included in the 
guidance released in early 2017 (EUR 0.21 million). The EBITDA ratio in 2017 stood at 9.6%, well 
clear of the expected 3.4%, and climbed further to 15.6% in the fourth quarter of the year, promising 
a healthy ratio for 2018. 

Acquisitions of property, plant and equipment in 2017 amounted to EUR 1.08 million, some EUR 0.1 
million above budget due to the addition of a new solid state disk storage structure to accompany 
the new VMware Cloud products and SAP HANA Cloud, which were launched in early 2018. 
Meanwhile, depreciation of property, plant and equipment in 2017 came to EUR 1.07 million, which 
once added to finance costs of EUR 0.2 million and the positive corporate income tax impact of 
EUR 0.15 million, generated a net loss for the year of EUR 0.49 million. Net financial expense was 
up sharply, undermined by the effects of foreign exchange differences and others, which totalled 
EUR 0.11 million, in response to fluctuating exchange rates, well above the EUR 0.03 million 
reported in 2016. 

The Company ended the year with intangible assets of EUR 1.34 million, mostly computer software 
developed internally to support GIGAS’ cloud computing platform, together with EUR 2.3 million in 
property, plant and equipment, in the form of the computer equipment needed to provide its 
services.   

 

Trade receivables were up slightly in absolute terms at EUR 0.81 million in response to growing 
revenue at the Group.  

The MAB admission costs incurred in 2015 upon the shares of GIGAS HOSTING, S.A. being 
admitted for trading on the MAB were taken to the balance sheet as a negative reserve associated 
with the issuance of the new shares, for a total of EUR 244 thousand, net of tax. 

The Company ended 2017 with total gross financial debt of EUR 3.23 million, embracing borrowing 
from credit institutions, financial leases and loans from public institutions (Ministry of Industry, 
Energy and Tourism and ENISA) for R&D projects, up 14.2% on the EUR 2.83 million reported at 
year-end 2016. The Company signed facility agreements worth a total of EUR 1.31 million in the year 
(EUR 0.51 million in 2016).   
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INFORMATION ON OPERATIONS  
GIGAS collected numerous national and international awards and accolades in 2017. Particular 
highlights here include Gartner’s decision to name GIGAS, for the fourth year, a significant global 
supplier. The Company was also named, for the second straight year, the number one cloud 
services supplier in Spain by prestigious magazine and consultancy firm MSPmentor in its ranking 
of the 501 best service providers worldwide. Meanwhile, and again for the second straight year, 
GIGAS was handed the Cloud Awards prize for Best Global Hoster 2016-2017, thanks to the 
innovative and unrivalled features of GIGAS’ cloud services. In early 2017, Gigas was included on 
the Financial Times’ prestigious table of the 1,000 companies to have reported the biggest growth 
in Europe over the 2012-2015 period, ranking 126th on the list, ahead of all other Spanish tech 
companies.

 

 

In addition to its industry accolades, GIGAS won the public cloud tender process staged by the 
European Commission in December 2015, alongside its partners at Cloud Team Alliance. This 
marks a major milestone for the Company and illustrates the robustness of its technology platform. 

The Company focused much of its work in 2017 on consolidating its sales teams following years of 
heavy investment, while also making further improvements to its offices in Mexico, which were 
opened in late 2016. While GIGAS has given up some growth as a sacrifice for increased 
profitability, it continues to carry out the investments needed to increase its growth and to reach 
its target of becoming the leading cloud computing company across all Spanish-speaking markets.    

In 2017, GIGAS channelled considerable resources into its indirect sales channel by entering into 
distribution agreements with systems integrators, tech consultancy firms and software companies, 
all with the aim of marketing and selling GIGAS products to their clients. The Company added 
prominent tech companies to its ecosystem of partners during the year and fully expects these 
alliances to yield positive results from 2018 onward.  

As well as focusing on sales activity, GIGAS had its technical team develop a number of new 
products in 2016, which were subsequently launched in late 2017 and early 2018. These products 
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include Cloud Datacenter Global, which allows customers to deploy virtual servers at any GIGAS 
datacenter worldwide, VMware Cloud, which allows users to deploy cloud environments virtualised 
with VMware; or the new SAP HANA Cloud product, which lets businesses roll out their SAP HANA 
infrastructure in a cloud environment fully approved by the manufacturer. The Company also 
channelled considerable time and money into security and payment systems, obtaining ISO 27001 
and PCI-DSS assurance. 

Last but not least, the Company's management team has gone to great lengths to detect 
opportunities for inorganic growth, culminating with the acquisition in early 2018 of SVT Proveedor 
de Servicios Internet, S.L., as published in the form of price sensitive information on 11 January 
2018. 

While the 23% growth in 2017 was slightly down on previous years, GIGAS is now in the black and 
remains committed to driving profitability. This strategy has generated significant EBITDA growth 
and stands the Company in great stead to accomplish new, more ambitious goals both in Spain 
and across all five of the Latin American countries in which it is already present. These targets are 
shown in the following budget for 2018, which foresees significant growth in both sales and 
EBITDA, which might receive an extra boost through further M&A activity. 

The Company therefore remains firmly on track towards growth and profitability and has also 
embarked on corporate activities that will help it accelerate this growth and move it closer to its 
objective of becoming one of the leading players within the Infrastructure as a Service (IaaS) sector 
in Spanish-speaking markets.   

 

2018 BUDGET 
As per the terms of the budget released in the form of price sensitive information on 29 January 
2018, the Company expects to post gross sales revenue in 2018 of EUR 9.29 million, representing 
growth of 31.8%, and net revenue of EUR 8.07 million, up 35.7% on 2017. These figures include the 
SVT business, which was acquired in early 2018 and is expected to contribute some EUR 0.85 
million in gross revenue (9.1% of the total). The sales guidance does not include inorganic growth 
beyond the figures for SVT just mentioned, although the Company will be alert to any new 
opportunities that might generate value for shareholders. 

The gross margin is likely to fall as a result of the significant expected increase in cost of sales 
caused by the SVT effect, which has a lower gross margin than the rest of the Group, by the 
increase in operating costs due to the rising number of datacenters, and by the increase in third-
party licensing costs on products such as VMware Cloud. The Company therefore expects to close 
out the year with a gross margin of 75.1%, notably lower than the 78.2% reported in 2017.  All things 
said, a gross margin of around 75% would still be above the industry average, thanks mainly to the 
Company’s proprietary cloud platform, which requires no payments to third parties. 

The following table shows the 2018 budget, as approved by the board of directors at a meeting 
held on 13 December 2017 and subsequently released in the form of price sensitive information on 
29 January 2018. Guidance is broken down by quarters to provide a more accurate picture of the 
year and to help readers make comparisons with previous quarters.  
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NOTE*: Gross income is calculated as ‘Net revenue’ less ‘Cost of sales’ and ‘Impairment losses and changes in trade provisions’ included 
under ‘Other operating expenses’. 

 

EBITDA will continue to grow on the back of the Company’s operating leverage and is expected 
to growth 134% in the year, to EUR 1.34 million, leaving an EBITDA margin of 16.6%. This is above 
the 10-14% forecast range for 2018 presented in the price sensitive information on the 2017 budget 
disclosed on 1 March 2017, and leaves the Company poised to deliver a net profit in the second 
half of the year, while also becoming cash flow positive. The Company has earmarked some EUR 
1.05 million in capex this year in order to acquire IT equipment, roughly on par with the level of 
investment reported in 2017. 

With its 2018 budget, the Company has reiterated its ambitious targets and remains committed to 
pursuing a combination of strong organic growth with M&A activity to accelerate its growth. On this 
front, the Company continues to look at corporate deals that might generate value for its 
shareholders and boost the forecasts presented herein.  

 

Madrid, 27 March 2018. 

 

 

Diego Cabezudo Fernández de la Vega 
CEO, GIGAS GROUP 
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