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History

History
2006, FNF spun off Fidelity National Information Services 

(FIS)

2008, FIS spun off Lender Processing Services (LPS)

2010, LPS was at center of ‘robo-signing’ scandal, fraudulently 

signing and notarizing mortgage related documents

2014, FNF re-acquired LPS for $2.9b and reorganized into 

Black Knight with THL owning 35%

2015, Black Knight IPOs BKFS

2017, FNF spins off ownership of BKFS

2017, BKFS reorganizes into BKI
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Investment Thesis

Recommendation: 2% position

Price Target: $55.00

Thesis

› Black Knight is the industry leader with over 70% of the mortgage servicing industry 

using their software.  

› Stable business with 80% recurring revenues

› High returns on capital 

› High single digit revenue growth

› Double digit EBITDA growth

Market Cap: $6.9b

No Dividend
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Company Description

Black Knight (BKI) is a Fintech company that provides software to companies who service and issue mortgages.  BKI 

is an industry leader serving 52% of all mortgage loans and 62% of first lien loans.  They serve 34 of the top 50 

servicing companies and 29 of the top 50 mortgage issuers.  BKI has an addressable market of $2.8b given their 

current products and services.

BKI has attractive revenue characteristics with 80% recurring revenue.  Contracts are long-lived and based on loans 

outstanding, transactions or minimums.  Revenue has grown 9% since 2015 and current pipeline is robust.  Company 

has low revenue exposure to cyclicality of mortgage issuance (~10%).

BKI operate in two segments – Technology Services 

and Data & Analytics.  Technology Services accounts 

for 82% of revenues and includes mortgage servicing 

and origination.  Mortgage servicing is the crown 

jewel at 71% of firm total revenues.  Origination 

accounts for 14% of total revenues.  The Data & 

Analytics segment sells real estate analysis and data to 

banks, brokers, credit bureaus and servicers, 

accounting for 18% of revenue. 
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Segments
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Industry Drivers

Trend towards outsourcing
• Rising Costs: Post crisis mortgage servicing costs have been rising: From 2008 to 2013 servicing costs have increased 

from $59 to $156 per loan.

• Costs of non-performing loan has risen from $482 to $2,357 per loan over the same time period.

• Increased Regulatory Risk: Post financial crisis US Government has imposed significant new regulations on the US 

banking industry.  Truth in Lending Act and Real Estate Settlement Procedure Act have increased reporting and 

documentation requirements

• Increased use of automation

• Increased use of data and analytics

US Mortgage Industry stats
• Large, mature and cyclical market consisting of $9.9t of existing loans.  First liens total $9.2t and number 50m.  HELOC 

loans total $700b.  Total value of first-lien mortgage have been very stable.

• Top 10 originators account for 53% of origination volume
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About Black Knight - Industry leader
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Characteristics - Defense

• Mission critical software

• High recurring revenues over 80% 

• Long term contracts

• Revenue based on outstanding loans 

and issuance with minimums

• Strong cash flow

• Market leader

• Sales growth uncorrelated to 

origination volumes – 2012 to 2014 

originations fell 10% while total sales 

increased 20%.

• High switching costs
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Characteristics - Offense

History of increasing sales

$2.8b addressable market

Scalable business with increasing margins

Asset light business

High margins

Potential to expand into new markets
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Growth Strategy



11

Client wins support near-term growth

Servicing

• Ocwen first mortgages

• Chase home equity

• PNC home equity

• Bank of America first mortgages

• Wells Fargo home equity

Bank of America is a big win with the potential to add 8% 

to sales.  Ocwen announced in November can add up to 

2.5% to sales;

New clients take 9-15 months to generate sales recognition

Origination

• Fifth Third implementing LendingSpace and 

Foreclosure

• PNC converting first and second loans to 

Empower

• Santander implementing Empower
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Capital Allocation

Black Knight is authorized to buy back 10m of its shares.  They have purchased 1.2m shares.
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Long term guidance
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Debt
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Free Cash Flow Valuation

Terminal Growth 4.0%
Discount rate 7.5%
Term Value 7,694.7    
Enterprise Value 9,758.1    
Net Debt 1,443.4    
Market Cap 8,314.7    

Shares 153.5
Price 54.17$     

2017 2018 2019 2020 2021 2022 2023
271.3           344.9           415.5       454.5       443.3       441.1       437.0      
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Concerns

• Client concentration – Top five relationships account for 37% of revenues with WFC and JPM 

representing 13% and 12%, respectively.

• Model and valuation has a lot of assumption and short history

• Sales growth requires client wins – COLA accounts for ~1% revenue growth

• Consolidation in client markets

• Slowdown in origination – economic downturn

• Growth of non-bank lenders like Quicken Loans.  Top 5 banks in Mortgage servicing have seen 

market share fall from 42% in 2016 to 37% in 2017.

• THL holdings could represent supply 


