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NEC to Acquire Swiss Leading Financial Software Firm—No 
Immediate Impact on Rating 

 
The following is Japan Credit Rating Agency, Ltd. (JCR)'s opinion on NEC Corporation (security code: 
6701) which will purchase shares in WP/AV CH Holdings I B.V. which holds Avaloq Group AG, a Swiss 
leading financial software firm, to make it into subsidiary.  
 
(1) NEC Corporation (NEC, the “Company”) today announced that it concluded a stock purchase 

agreement as of October 3 with the shareholders of WP/AV CH Holdings I B.V. (“WP/AV CH 
Holdings I”), a holding company which owns all shares in Avaloq Group AG (“Avaloq”), a Swiss 
leading financial software firm, to purchase all shares in WP/AV CH Holdings I. The acquisition 
price is approximately 236 billion yen, and the acquisition deal is scheduled to be completed by 
April 2021. 

(2) Avaloq is engaged in recurring business in which it is offering software primarily for financial asset 
management in SaaS (Software as a Service), among others. For the financial asset management 
software, Avaloq has one of the largest marketing shares in Europe and Asia-Pacific regions. 
Because NEC is pushing ahead with transferring its business model to SaaS by using software, 
which enables horizontal deployment, consistency in business strategy can be confirmed, 
including its large global M&As in recent years. WP/AV CH Holdings I’s consolidated EBITDA for 
the fiscal year ended in December 2019 was 7.9 billion yen.   

(3) The acquisition price for this transaction is not small. Given the consolidated net asset of WP/AV 
CH Holdings I, a considerable amount of goodwill is expected. However, the Company’s cash flow 
generating capacity has been increasing recently, with 150 billion yen of free cash flow scheduled 
for the fiscal year ending March 2021 (, excluding this transaction). Based on these factors, the 
deal would not have immediate impact on the Company’s rating. That said, it is a large M&A 
activity under the unclear business environment amid the COVID-19 pandemic and JCR will pay 
attention whether any downward deviation occur in the earnings and cash flow plans for the fiscal 
year ending March 2021.  

Hiroyuki Chikusa, Hiroaki Sekiguch 
<Reference> 
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