
   

www.progressive-research.com   
This publication should not be seen as an inducement under MiFID II regulations. 

 Please refer to important disclosures at the end of the document. 

 

10 February 2022 

AFERIAN 

SOFTWARE AND COMPUTER SERVICES 
 

 

AFRN.L 

 147p 

Market Cap: £124.4m 
 

SHARE PRICE (p) 

 

12m high/low 170p/128p 

Source: LSE Data (priced as at prior close) 

 

KEY DATA 

Net (Debt)/Cash $14.2m (at 30/11/21) 

Enterprise value £113.2m 

Index/market AIM 

Next news AGM, 21 March 2022 

Shares in Issue (m) 84.9 

Chairman Mark Wells 

Chief Executive Donald McGarva 

Finance Director Mark Carlisle 

 

COMPANY DESCRIPTION 

Aferian is a global software-led, B2B video 
streaming solution company. 
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Strong FY21A performance 

Aferian’s FY21A results release (year-ending November 2021) contains 
three key highlights: a strong financial performance, improved earnings 
quality and solid progress towards the group’s 2025 strategic goals. 
Furthermore, the outlook commentary is positive, the dividend policy has 
been reaffirmed and the group’s financial position remains robust. We 
make revisions to FY22E estimates following the announcement, while 
introducing FY23E forecasts.  

▪ FY21A results – a strong performance. As signalled in the December 2021 
trading update, FY21A revenue was confirmed at $92.9m, +12% YoY. 
Software and services revenues were once again the standout performer, 
growing 15% during the year to $22.4m. Adjusted operating profit of 
$11.8m represents a c.12% improvement on FY20A; although slightly 
behind our $12.2m forecast, we believe this is a strong performance given 
the challenging market backdrop of 2021.  

▪ Improved revenue quality and visibility. FY21A saw a material 
improvement in both revenue visibility and quality. Exit Annual Run-rate 
Revenue (ARR) closed the period at a record $15.2m, +43% YoY. 
Furthermore, recurring revenue is currently 58% of group software and 
services revenue (+3pp YoY). The group also reported a net customer 
revenue retention rate (NRR), based on recurring revenue of 117% (FY20A 
104%). The 13pp increase was due to a very low churn rate, combined 
with increased upsells to existing customers during the year. 

▪ Positive outlook. Aferian enters FY22E in a “solid” position and the board 
remains confident in the group’s ability to meet full-year expectations. 
The release also signals that management continues to strengthen the 
M&A pipeline to deliver the Aferian 2025 strategy.  

▪ Financial position remains robust. The group closed FY21A with a net cash 
position of $14.2m. This represents a $4.7m improvement on FY20A and, 
in our view, highlights the group’s robust financial position. The 
$50m+$50m debt facility signed in December 2021 gives further 
confidence in the group’s ability to execute on the M&A strategy. 

▪ FY22E estimates revised. We raise our FY22E revenue estimate by 9% to 
reflect our expectation of increased devices shipments in the Amino 
business. This is offset by revisions to component pricing forecasts. The 
net result is a 4.7% reduction in FY22E adjusted EBITDA to $21.5m. We 
also introduce FY23E forecasts.
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FYE NOV ($M) 2019 2020 2021 2022E 2023E 

Revenue 77.2 82.7 92.9 97.8 108.2 

Adj EBITDA 14.8 16.7 18.4 21.5 24.5 

Fully Adj PBT 9.4 9.8 11.4 12.6 14.6 

Fully Adj EPS (c) 10.8 9.9 11.2 13.0 15.0 

EV/EBITDA (x) 9.7x 8.6x 7.8x 6.7x 5.9x 

PER (x) 17.3x 18.9x 16.6x 14.4x 12.4x 

Dividend yield 1.1% 1.3% 2.1% 2.3% 2.5% 

Source: Company Information and Progressive Equity Research estimates. 

AFERIAN IS A RESEARCH CLIENT OF PROGRESSIVE 

ANALYSTS 
 

Blaine Tatum 

  
+44 (0) 20 7781 5309 

btatum@progressive-research.com 

Gareth Evans 

  
+44 (0) 20 7781 5301 

gevans@progressive-research.com 

http://www.progressive-research.com/
http://www.aferian.com/


 

10 February 2022 

 

 
2  Aferian 

Executing against Aferian 2025 

In our view, Aferian sits at the sweet spot of the convergence of streaming TV and 
traditional pay TV. The global TV streaming market is expected to double by 2025 to $167bn 
(source: Digital TV Research). Within that, research commissioned by Aferian estimates 
that the group’s solutions address a market estimated at c.$8.7bn and which is growing by 
c.8% pa. Clearly the opportunity for Amino therefore remains vast.  

The Aferian 2025 strategy aims to capitalise on favourable industry trends and is built 
around the group’s vision of making it easy for people to connect to the TV and video they 
love. Furthermore, the group’s end-to-end (E2E) multi-screen TV and video solutions 
directly address market needs, allowing both pay TV and OTT operators to improve their 
competitive positioning.  

We believe the FY21A results demonstrate solid execution against the strategy. Below, we 
outline the strategy itself, and progress made during 2021 

 
Strategic element                                                  Progress made during FY21A 

▪ Transformation to a software-led 
company 

▪ FY21A ARR +43% to $15.2m (a record level).  

▪ FY21A gross profit growth: 
      Software and services +16%, Devices +10%  
      Software and services were the fastest growing segment in FY21A 
      Software and services now contribute 41% of the group total  

▪ Data-centric product development to 
drive growth and innovation 

▪ Aferian’s data-centric product development is focused on enhancing value 
for existing customers to drive upsell of product licences, as well as attracting 
new customers.  

▪ As the group has expanded, it has continued to collect and enhance 
increasing volumes of data. This gives customers new and actionable insights 
to help develop consumer engagement and loyalty. 

▪ A product roadmap focused on the 
consumer experience 

▪ During FY21, the group has continued to develop new and existing platforms 
that enable pay TV to be integrated with third-party streaming services like 
YouTube, Netflix and Amazon Prime Video on a single streaming device. 

▪ 2021 saw the group’s products win multiple awards:  
– 24i’s video platform was named best OTT Video Platform in the Streaming 
Media European Readers' Choice Awards. 
– Amino’s Hybrid Android TV streaming device secured CSI Magazine’s Award 
for Best Customer Premise Technology. 

▪ M&A strategy to further underpin 
revenue growth and visibility 

▪ In May 2021, the group acquired Nordija (now part of 24i) for $6.4m. Nordija 
is a Danish specialist in pay TV and streaming, and the acquisition had a 
positive (+$2.2m pa) impact on revenue and ARR. 

▪ The group successfully completed a $12.7m equity fundraising during the 
year, giving further flexibility on financing future M&A.  

▪ In December 2021, the group announced an increased bank facility of $50m, 
plus a further $50m available via an accordion. The increased facility provides 
support to the group with regards to the execution of potential acquisitions 
and brings two new banking relationships (SVB and Bank of Ireland) 

  

Source: Company data, Progressive Equity Research 
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FY21A divisional performance 

Aferian’s segmental reporting revealed several key highlights: 

▪ A refocusing on recurring revenues led to material improvements in profitability and 
revenue quality in the 24i business.  

▪ The Amino business continues to report strong profitability and cash generation. FY21A 
also saw strong revenue growth during the period. This was achieved despite supply 
chain challenges and the ongoing impact of COVID-19 on the global economy.  

These points are summarised in the following charts. 

 
FY21A 24i and Amino segmental performance ($m) 

24i Amino 

  
 

Source: Company data 

 

To recap, Aferian is a B2B2C video streaming solution company that contains two (in our 
view highly complementary) businesses: 24i and Amino.  

▪ 24i (19% turnover FY21A) offers a robust technology platform that facilitates the 
streaming of TV and video content to any type of screen. The business is almost entirely 
software and services. 

▪ Amino (81% turnover FY21A) seamlessly connects pay TV to streaming services and 
provides the features required in a multi-screen entertainment world. This business is 
primarily hardware, but also contains a software component. 

24i delivered 17% YoY growth in revenue during FY21A. However, excluding the impact of 
the midyear acquisition of Nordija, revenues were at a broadly comparable level to FY20A. 
As was noted in the interim results announced in August 2021, management made the 
conscious decision to focus on growing recurring software revenues in this business. The 
FY21A results demonstrate two positive outcomes from this decision: 

▪ A material improvement in profitability, as evidenced by a 3pp YoY improvement in 
EBITDA margin. 

▪ A significant improvement in segmental exit run-rate ARR, which grew by $4.2m during 
the year to $11.1m. 
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24i delivered a number of notable customer deployments during 2021, including: the 
Canadian Hockey League and Cinessance, a subscription video-on-demand service, which 
launched in November 2021 as the ‘Netflix of French Film’ 

Profitability and cash generation have long been a strength of the Amino segment, 
reflecting the value of the software bundled within Amino’s devices. FY21A saw the 
addition of revenue growth. Revenue and gross profit grew 11% and 10% YoY, respectively, 
and EBITDA 8%. We believe this is a highly creditable performance. The Amino business 
experienced several challenges during 2021, including increased component prices, longer 
lead times and scarcity of shipping capacity.  

2021 saw multiple new deployments of Amino’s Android TV platform including at Go Malta 
and CableNet in Europe, Optage in APAC and Conway, Home Telecom and Hay 
Communications in North America. During the year Amino also completed the 
implementation of its Android TV platform and Netflix integration with PCCW in Hong 
Kong.  

M&A strategy outlined 

As discussed, we believe the group has demonstrated solid execution against the Aferian 
2025 strategy during FY21A. The group made strong financial progress, completed a 
strategically sensible acquisition (Nordija), conducted a successful equity fundraise and, 
with the new $50m+$50m banking facility, gained greater flexibility on financing future 
acquisitions.  

M&A is a key component of the 2025 strategy. We believe the significant additional clarity 
on the group’s M&A strategy contained in the FY21A results will be welcomed by the 
investment community, and gives confidence in management’s ability to execute further 
M&A. The M&A strategy has three pillars and is summarised in the following table. 

 
Aferian – M&A strategy 

Acquisition of technologies Acquisition of market share & scale Acquisition of market entry capabilities 

The group has identified a number of 
areas that could significantly add value 
to the platform’s capabilities by using 
the latest technologies to enhance the 

group’s streaming platform and make it 
easier for end-consumers to access the 

content they love.  

Acquisition of market share and scale to 
drive operating cost efficiencies and 

take advantage of the growing demand 
for ‘configurable’ video experience 

solutions based on a standard platform.  

The group’s technology vision is 
founded on the iterative development 
of a modular video streaming platform 
that delivers both segmental (modular) 
and integral (end-to-end) solutions for 

clients and partners, based on 
customisable products. 

Acquisition of market entry capabilities 
and expanded market penetration, both 
in terms of additional geographies and 

industry verticals.   

Aferian has a strong position in video 
being distributed over broadband via 

pay TV as well as by broadcasters, 
publishers and content owners. The 

video market is dynamic, and the 
group’s end-to-end streaming 

capabilities position it well to serve 
companies wishing to stream content to 

viewers in additional sectors such as 
education, hospitality and others.   

Management is targeting additional 
geographies and industry verticals to 

market these capabilities. 
 

Source: Company data 
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Current trading and outlook 

Highlights of management commentary on current trading and the outlook include: 

▪ The group has started FY22E in a “strong” position. 

▪ Management continues to strengthen the M&A pipeline. 

▪ The board remains confident in the group’s ability to meet full-year expectations and 
in the group’s future prospects. 

Financials 

▪ FY21A revenue of $92.9m is consistent with the level disclosed in the December 2021 
trading statement. However, adjusted operating profit of $11.8m was slightly behind 
our $12.2m forecast. The variance was primarily due to component pricing pressures in 
the Amino business.  

▪ We revise FY22E estimates following the announcement. At $97.8m, our revenue 
estimate is 9% higher, reflecting increased assumptions on devices shipments in the 
Amino business. However, in offset we have made upward revisions to our forecasts of 
component pricing. The net result is that our FY22E adjusted EBITDA estimate is 
reduced by 4.7%, and adjusted PBT and EPS are both 7.7% lower than previously 
published figures (see Aferian: Strong trading, all key metrics ahead of FY20A, 13 
December 2021).  

▪ We have assumed a high working capital requirement during 2022 to protect against 
inventory shortages. The result is a $3.8m reduction in our FY22E closing net cash 
forecast to $19.5m. 

▪ We introduce FY23E estimates, detailed overleaf. In both forecast years, we expect 24i 
to be the key driver of top-line growth. With 24i having inherently higher gross margins 
than the Amino Communications business, we forecast the change in business mix 
towards software to benefit gross profit at the group level. We continue to expect the 
Amino unit to remain the primary EBITDA contributor over our forecast period. 

 
  

https://www.progressive-research.com/research/strong-trading-all-key-metrics-ahead-of-fy20a/
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Financial Summary: Aferian 

Year end: November ($m unless shown)      
      
PROFIT & LOSS 2019 2020 2021 2022E 2023E 
Revenue 77.2  82.7  92.9  97.8  108.2  
Adj EBITDA 14.8  16.7  18.4  21.5  24.5  
Adj EBIT 10.2  10.5  11.8  12.8  14.8  
Reported PBT 3.5  4.4  5.3  8.5  10.5  
Fully Adj PBT 9.4  9.8  11.4  12.6  14.6  
NOPAT 10.2  10.5  11.8  12.8  14.8  
Reported EPS (c) 4.0  4.0  7.4  8.1  10.2  
Fully Adj EPS (c) 10.8  9.9  11.2  13.0  15.0  
Dividend per share (p) 1.7  1.9  3.1  3.4  3.7  

      
CASH FLOW & BALANCE SHEET 2019 2020 2021 2022E 2023E 
Operating cash flow 13.8  16.4  14.1  22.5  22.9  
Free Cash flow 8.5  8.9  2.4  10.1  10.2  
FCF per share (c) 11.3  11.5  2.9  11.9  12.1  
Capex (4.2) (5.8) (8.4) (9.0) (8.5) 
Acquisitions (18.9) (0.2) (5.9) (0.2) 0.0  
Dividends (6.9) 0.0  (3.1) (4.7) (5.1) 
Net cash flow (11.7) 0.9  (7.8) 5.3  5.2  
Shares issued 0.0  0.0  12.7  0.0  0.0  
Other movements 0.0  0.0  0.0  0.0  0.0  
Net (Debt)/Cash 1.4  9.5  14.2  19.5  24.6  

      
NAV AND RETURNS 2019 2020 2021 2022E 2023E 
Net asset value 76.3  79.0  84.8  91.6  100.3  
NAV/share (c) 101.3  101.7  103.4  108.4  118.6  
Net Tangible Asset Value 1.2  1.4  1.6  1.8  2.0  
NTAV/share (c) 1.6  1.9  2.0  2.2  2.4  
Average equity 74.9  77.7  81.9  88.2  96.0  
Post-tax ROE (%) 3.8% 3.4% 7.0% 7.8% 9.0% 

      
METRICS  2020 2021 2022E 2023E 
Revenue growth  7.1% 12.3% 5.3% 10.6% 
Adj EBITDA growth  12.8% 10.2% 17.0% 13.9% 
Adj EBIT growth  2.5% 12.2% 9.0% 15.6% 
Adj PBT growth  4.3% 16.2% 11.1% 15.9% 
Adj EPS growth  (8.7%) 13.9% 15.7% 15.9% 
Dividend growth  11.3% 65.2% 9.0% 10.0% 
Adj EBIT margins  12.7% 12.7% 13.1% 13.7% 

      
VALUATION 2019 2020 2021 2022E 2023E 
EV/Sales (x) 1.9 1.7 1.6 1.5 1.3 
EV/EBITDA (x) 9.7 8.6 7.8 6.7 5.9 
EV/NOPAT (x) 14.1 13.7 12.2 11.2 9.7 
PER (x) 17.3 18.9 16.6 14.4 12.4 
Dividend yield 1.1% 1.3% 2.1% 2.3% 2.5% 
FCF yield 6.0% 6.2% 1.6% 6.4% 6.5% 

 

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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