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COMPANY DESCRIPTION 

CML is a semiconductor company focused on 
the next generation of wireless 
communications technologies 

www.cmlmicroplc.com 
PERLPARA 

Clear signals of recovery and growth 

CML’s Full Year results to 31st March 22, released yesterday, show that the 
group is continuing to make good financial and operational progress. The 
revenues of £17.0m came in just ahead of our estimates of £16.6m, having 
adjusted for the £0.6m restatement of revenues.  This was growth of 29.5% 
on FY21 – taking CML’s revenues beyond pre-Covid levels.  Costs were 
slightly higher than expected with Adj EBITDA £4.3m for FY22 vs our 
estimate of £4.5m (FY21 £2.7m).  Cash of £25m is in line with our forecasts 
and is after returning nearly £29m of cash to investors in just over 6 years.  
Existing markets have recovered and new products are being well received 
- suggesting to us that CML could build on its success in private mobile radio, 
and see success in other (larger) areas such as 5G, the Industrial Internet of 
Things, satellite and voice communications. 

▪ Revenues strong – As described above, revenues of £17.0m were slightly 
ahead of our estimates of £16.6m, after adjusting for the £0.6m 
restatement.  This represents strong growth of 29.5% on FY21 (£13.1m 
restated) showing real expansion beyond pre-Covid levels, not just 
recovery. 

▪ Core forecasts unchanged - Concerns regarding costs and the supply chain 
mean we have maintained our forecasts unchanged, despite the 
encouraging revenue picture. 

▪ Growth in new and existing markets The existing markets, principally 
Private Mobile Radio (PMR), have recovered and are growing, whilst new 
products have been well received.  This suggests that CML will be able to 
replicate its success in PMR within some of the exciting new applications 
that next generation wireless technologies promise. 

▪ Cash and physical assets progress - The y/e cash balance of £25m, pre the 
recent £3m share buyback, underpins the strong balance sheet, but there 
is also clear evidence of progress in monetising excess assets – perhaps 
most importantly with the signing of contracts for 13 acres of surplus land 
at the HQ location in Maldon, Essex, subject to planning permissions. 

Our valuation work in the initiation note suggests that the market is 
overlooking the potential for CML in next generation wireless markets.  
These results show that the company is making good strategic and 
operational progress.  As more new products are launched and the design-
in traction builds so multiples, and perhaps forecasts, may rise. 
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FYE MAR (£M) 2020 2021 2022 2023E 2024E 

Revenue 15.0 12.5 17.0 18.2 20.5 

Adj EBITDA 4.5 2.7 4.3 5.0 5.8 

Fully Adj PBT 1.5 1.1 2.2 2.5 3.3 

Fully Adj Dil EPS (p) 8.0 5.7 10.3 12.1 14.9 

EV/Sales (x) 2.4x 2.9x 2.1x 2.0x 1.8x 

EV/EBITDA (x) 8.1x 13.4x 8.5x 7.3x 6.2x 

PER (x) 45.6x 63.8x 35.3x 30.1x 24.5x 

Source: Company Information and Progressive Equity Research estimates. 
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Market recovery – trading beyond pre-Covid levels 

CML’s Full Year results to 31st March 22, released yesterday, show that the group is 
continuing to make good financial and operational progress, after several years of change 
and headwinds.  

The revenues of £17.0m came in just ahead of our estimates of £16.6m, having adjusted 
for the £0.6m restatement of revenues.  This was growth of 29.5% on FY21 (£13.1m 
restated) – and was beyond pre-Covid trading levels.  The recovery in markets has flowed 
through into the order book, which still extends beyond 12 months – a multiple of normal 
levels. 

The traditional voice markets have recovered well, with management making particular 
reference in the analyst call to security PMR in the US (radios for emergency services), the 
wider uptick in Digital PMR (professional two way radios), with strong performance in the 
m2m (machine to machine) and industrial IoT (Internet of Things) areas.  The recovery has 
been spread geographically, with growth across the Americas, Europe and in Asia. 

Upward pressure on costs  

At the Reported PBT level CML generated PBT of £1.7m in line with our estimate of £1.7m.  
The Adj EBITDA level the company reported £4.3m for FY22 vs our estimate of £4.5m (FY21 
£2.7m). The difference due primarily to our PP&E Depreciation charge being £0.3m ahead 
of the actual result. 

The Distribution & Admin costs increased year on year by 9.4%, driven not only by 
increased activity levels but also one-offs including the move to AIM and property 
consulting fees, project development write-off and by inflation.  In the analyst call 
management were keen to emphasise the caution they raised in the statement regarding 
ongoing cost pressures and inflation.   

Revenues growth vs cost pressures – forecasts unchanged 

Although the strong revenue performance reflects the recovery in CML’s end markets and 
gives us greater confidence in the outlook, in light of ongoing wider concerns regarding 
costs and the supply chain we have maintained our forecasts, once the £0.6k impact of the 
income statement restatement is accounted for. 

New products key driver to progress 

The R&D expenditure of £4.8m (FY21 £4.9m) represents 28% of revenues and was made 
up of £1.3m (FY21 £0.9m) taken to the income statement and £3.5m capitalised.   

The company launched a number of products in the new Surf product range within the year 
and has seen an encouraging level of interest and activity with customers – finding that 
some of its less complex new devices are moving from “client interest”, to “design win” to 
“product in market” more rapidly than many of CML’s more complex existing devices.  

Perhaps most encouraging is that CML is seeing interest and activity in its new products for 
next generation wireless applications, operating at 28Ghz – a frequency that is expected to 
be core to evolving 5G networks and that CML would have been unable to address only a 
few years ago.  

We expect further product launches across the year, possibly at an accelerating pace. 
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Tax – non-cash items dominate 

The tax charge was the most significant difference from our forecasts. The charge of £0.5m 
was ahead of our estimate of £0.2m. This was principally due to deferred tax and the impact 
of the corporation tax rate moving from 19% to 25% across FY23 and FY24.    

Income statement restatement – no impact on cash or forecast results 

Previously, CML had sold through some products and software from third parties to a small 
number of its customers and had taken the net income as Other Operating Income.  This 
has now been restated gross within Revenues and Cost of Goods Sold.  We have adjusted 
our forecasts to reflect this, adding approx. £0.6m to revenues for FY23 and FY24. This 
restatement has no wider impact on our published numbers beyond the revenues line.   

Balance sheet strong after returns to investors 

Year-end cash was £25.0m (pre-lease liabilities of £0.4m) vs our estimate of £25.0m and 
prior year £32.3m.  During the year the company paid £9m in dividends and following the 
year end the company continued to return cash to investors, via a £3m share buy-back.  
Over the last six and one quarter years, the group has returned nearly £29m to investors. 
The group cashflow is summarised in the waterfall diagram below. 

 

Cashflow FY22 (£m) 

  

Source: CML; figures shown are pre-lease liabilities (£0.4k FY22) 

Property disposal and contracts for sale 

During the year the company sold a property in Witham, Essex, which generated cash of 
£1.75m, but an accounting loss of £50k.  Towards the year end CML was in late-stage 
negotiations on the sale of its surplus office in Fareham, Hampshire, but this did not result 
in a sale.  The property is now shown in the accounts as a property held for sale.   
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The results statement provides an update on the intentions for Oval Park the company’s 
28 acres headquarters site in Maldon, Essex.  Contracts have now been signed with two 
parties for the sale and development of 13 acres of the site subject to planning permission. 
The land is already designated as employment land and management anticipate that the 
planning application, which will also cover the remaining 6 acres of surplus land, should 
progress relatively smoothly.  Management are hopeful that all excess land and property 
will be disposed of within this financial year.  As noted in our initiation note there could be 
significant value upside from these transactions. 

Supply chain issues linger 

The other notable movement on the Balance sheet has been the increase in the inventories 
– from £1.5m to £2.3m.  Not unexpected, this reflects both the higher level of trading and 
the cautious approach management has taken to ensure that it is able to match customer 
demands in the face of the supply chain uncertainty.  We expect that management will 
maintain a prudent set of policies in this regard across our forecast period. 

The company has been impacted by the well documented supply chain issues that have 
affected the semiconductor industry over the last few years.  Whilst issues in Taiwan 
appear to be resolved there are still some ongoing issues in Malaysia and China with its 
third-party packaging suppliers there.  It is noteworthy, however, that CML’s customers 
draw upon components from a wide range of suppliers and they will have no requirement 
for CML’s products if their other suppliers cannot supply their respective products. 

Acquisition potential remains 

The company continues to seek acquisition opportunities, and we note that current 
economic and political uncertainty may make CML an increasingly attractive home for 
owners seeking a secure platform and financing upon which to take their business further. 

Outlook - positive 

The outlook statement is upbeat and strikes a confident tone with regard to not just 
current trading but also further into the future, stating ‘ the future has never been 
brighter for CML, and we are confident in growth for both the full year ahead and in the 
longer term.’   

We take significant comfort from both the strong FY22 performance and the upbeat tone, 
and look forward to further announcements (either in terms of new products or potential 
M&A) across the remainder of the year.  
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Financial Summary: CML Microsystems 

Year end: March (£m unless shown)      
      
PROFIT & LOSS 2020 2021 2022 2023E 2024E 
Revenue 15.0  12.5  17.0  18.2  20.5  
Adj EBITDA 4.5  2.7  4.3  5.0  5.8  
Adj EBIT 1.3  0.8  1.9  2.1  3.0  
Reported PBT 1.2  0.0  1.7  2.1  2.9  
Fully Adj PBT 1.5  1.1  2.2  2.5  3.3  
PAT 1.4  0.8  1.2  1.9  2.6  
Reported EPS (p) 8.0  4.8  7.4  11.3  15.8  
Fully Adj Dil EPS (p) 8.0  5.7  10.3  12.1  14.9  
Dividend per share (p) 4.0  52.0  9.0  10.8  13.5  

      
CASH FLOW & BALANCE SHEET 2020 2021 2022 2023E 2024E 
Operating cash flow 6.5  7.7  3.0  4.5  5.5  
Free Cash flow 7.0  8.2  3.9  4.3  5.2  
FCF per share (p) 40.9  48.9  23.5  26.2  31.9  
Acquisitions (9.8) (7.7) (4.0) (5.4) (5.4) 
Disposals 0.0  33.3  1.8  0.0  0.0  
Shares issued 0.0  (1.6) 0.3  (3.0) 0.0  
Net cash flow (4.8) 23.0  (7.3) (5.7) (2.0) 
Overdrafts / borrowings (1.1) (0.7) (0.5) (0.4) (0.3) 
Cash & equivalents 8.5  32.2  25.0  19.4  17.3  
Net (Debt)/Cash 7.4  31.5  24.6  19.0  17.1  

      
NAV AND RETURNS 2020 2021 2022 2023E 2024E 
Net asset value 42.4  53.4  49.9  47.3  48.3  
NAV/share (p) 246.8  310.9  290.0  287.8  293.7  
Net Tangible Asset Value 12.9  35.9  30.0  24.9  23.4  
NTAV/share (p) 75.1  208.9  174.6  151.2  142.4  
Average equity 42.4  47.9  51.7  48.6  47.8  
Post-tax ROE (%) (12.0%) (12.1%) (0.8%) 0.4% 2.0% 

      
METRICS 2020 2021 2022 2023E 2024E 
Revenue growth  (16.7%) 36.0% 7.0% 13.0% 
Adj EBITDA growth  (39.1%) 57.7% 16.7% 16.4% 
Adj EBIT growth  (35.1%) 131.0% 13.9% 37.9% 
Adj PBT growth  (30.3%) 110.2% 11.6% 32.5% 
Adj EPS growth  (28.5%) 80.7% 17.2% 23.2% 

Dividend growth  

_- 
1200.0%_- (82.7%) _- 20.0%_- _- 25.0%_- 

Adj EBIT margins  6.5% 11.1% 11.8% 14.4% 

      
VALUATION 2020 2021 2022 2023E 2024E 
EV/Sales (x) 2.4 2.9 2.1 2.0 1.8 
EV/EBITDA (x) 8.1 13.4 8.5 7.3 6.2 
EV/NOPAT (x) 26.6 45.5 29.5 19.6 14.0 
PER (x) 45.6 63.8 35.3 30.1 24.5 
Dividend yield 1.1% 14.2% 2.5% 3.0% 3.7% 
FCF yield 11.2% 13.4% 6.5% 7.2% 8.7% 

 

Source: Company information and Progressive Equity Research estimates 
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To arrange a meeting with the management team, or for further information about Progressive, please contact: 
Keith Hodgskiss 
+44 (0) 20 7781 5300 
khodgskiss@progressive-research.com 
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