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PERLPARA 

Strong software performance, abating 
headwinds in devices 

Aferian’s H1 22 results show a strong performance from the software 
business, plus signs that headwinds impacting the devices business may be 
abating. This performance was accompanied by record exit Annual 
Recurring Revenue (ARR), driving improved revenue quality and visibility. 
Both business units continue to report strong operational progress, and 
management commentary on the outlook for the second half is positive. We 
revise estimates following the announcement and continue to believe that 
the group is well-positioned to capture growth opportunities from the 
ongoing structural shifts towards IPTV and streaming video consumption.  

▪ Strong software performance. In line with the June 2022 trading update, 
Aferian reported stable revenue of $44.5m (-2% YoY) and adjusted EBITDA 
of $5.8m (-30% YoY). The 24i (software) business performed strongly, with 
revenue up 24% YoY and EBITDA trebling. The Amino (devices) business 
saw a 7% YoY decline in revenue and 30% fall in EBITDA, reflecting 
anticipated delays in product shipments into H2. Group cash generation 
was impressive, with a 68% YoY improvement in operating cash flows.  

▪ Improved revenue quality and visibility. H1 22 saw a material 
improvement in both the quality and visibility of revenue. Exit ARR closed 
the period at a record $15.8m (+$2.0m YoY). Furthermore, recurring 
revenue grew 49% YoY.  

▪ Dividend policy reaffirmed. The Board has recommended an interim 
dividend of 1.0p/share (H1 21: 1p) and reaffirmed its intention to pay 
between 33% and 50% of adjusted EPS as dividends. 

▪ Positive outlook. Overall, the Board expects to deliver a much improved 
second-half performance, with the order book ‘solid’ and easing 
component supply issues. Subject to the continuing availability of 
components, the Board remains confident in the group’s ability to meet 
its FY22 financial expectations. To us, this confidence in the H2 22 
outcome suggests the headwinds facing the devices business may be 
receding.  

▪ Estimates revised. The release signals management’s expectation of 
FY22E EBITDA margins at a comparable level to FY21 (20%). Having been 
high in the consensus range, we reduce adjusted EBITDA by 6% in FY22E 
EBITDA and 1% in FY 23E. 
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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 20.2 24.2 

Fully Adj PBT 9.4 9.8 11.4 11.3 13.9 

Fully Adj EPS (c) 10.8 9.9 11.2 9.3 11.4 

EV/EBITDA (x) 9.3x 8.3x 7.5x 6.9x 5.7x 

PER (x) 15.9x 17.4x 15.3x 18.4x 15.0x 

Dividend yield 1.2% 1.4% 2.3% 1.8% 2.0% 

Source: Company Information and Progressive Equity Research estimates. 
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H1 22 Performance 

Aferian is made up of two divisions, which we believe are highly complementary: 

▪ 24i, which provides a robust technology platform that streams TV and video 
programming to any kind of screen. This business is purely software and services. 

▪ Amino, which provides streaming devices. These are powered by Amino’s own software 
and are integrated into a Pay TV operator’s infrastructure, enabling it to offer advanced 
streaming video services. This business is primarily hardware, but also contains a 
software component. 

We believe that both businesses delivered solid operational progress during H1 22 and 
present some of the highlights below, followed by discussion of the outcome at the group 
level. 

Segmental results 

Aferian’s H1 22 divisional performance contains several key highlights: 

▪ Revenue in the 24i segment saw impressive growth. 

▪ Gross margins in 24i remain strong, and EBITDA trebled YoY. 

▪ Revenue, profitability and cash generation in the Amino segment saw YoY declines 
during the period, reflecting the well-flagged supply chain issues. However, the outlook 
for H2 suggests headwinds facing the business may be receding. 

The following charts demonstrate graphically the YoY comparisons of the financial metrics 
discussed in the bullets above. 

 

 

 

 
24i and Amino segmental performance H1 22A vs prior comparable periods ($m) 

24i Amino 

  
 

Source: Company data 
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24i 

24i performed strongly during H1 22, with revenue up 24% YoY (+13% on an organic 
constant-currency basis). Revenue quality also saw a material improvement, with ARR up 
26% YoY on a constant currency basis (+13% headline). Note, this growth came 
predominantly from existing customers, with the Net Retention Rate (NRR) remaining well 
above 100%. 

Gross margin declined slightly to 72% during the period, reflecting increased investment in 
the platform.  

24i made significant operational and commercial progress during the period, including:  

▪ In April 2022, Aferian acquired The Filter1, a UK-based data science specialist. The 
business has been rapidly integrated into 24i, with a new managed personalisation and 
recommendation service (24iQ) launched in May 2022.   

▪ In December 2021, the 24i suite was rebranded to 24i Mod Studio, reflecting the 
modular nature of the platform. At the same time, the business launched pre-packaged, 
productised solutions addressing two key target markets: content owners and Pay TV 
operators.  

▪ In the Netherlands, 24i was implemented by incumbent telco KPN’s video streaming 
service on Amazon Fire Devices, building on its experience of enabling the KPN service 
on Smart TVs from Samsung, LG and other TVs using the Android TV operating system. 
Cable operator Delta contracted 24i to fully implement geo-redundancy, improving the 
redundancy and resilience of its network.  

▪ 24i supported two key Pay TV clients – Waoo in Denmark and Telenor in Sweden – 
during the period in deploying third-party streaming services alongside their existing 
Pay TV offerings on a single (managed) device. 

▪ The period also saw material investment in the fully managed and hosted ‘TV as a 
Service’ suite, which is due to launch in September 2022. This service reduces clients’ 
time to market, with a fully featured service offering.  

Amino 

The Amino unit continued to experience Covid-related supply-chain challenges during H1 
22. Lockdowns in China reduced component availability, which impacted device production 
and the onward supply chain. The net result was a c.10% YoY decline in device shipments. 
In financial terms, Amino experienced a 7% YoY decline in revenue during the period and a 
c.7pp decline in EBITDA margin, as not all component price increases were passed on to 
customers.  

Despite a disappointing outcome, we believe there are grounds for optimism in the near-
term outlook for this business, which are discussed on page five of this report. 
Furthermore, the business achieved significant operational and commercial progress 
during the period, including:  

▪ In June 2022, Aferian announced the deployment of a fully integrated Amino software 
stack, including Amino OS and Amino Engage, by NowTV (PCCW - Hong Kong). Amino’s 
solution integrates NowTV’s IPTV service with Over the Top (OTT – TV and video 

 

1 For further analysis of the acquisition, see our report Aferian: Product suite in-fill.  

https://progressive-research.com/research/product-suite-in-fill/
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services delivered over the public internet) in a next-generation Android TV user 
experience on its newly launched Android TV box, Now H1. 

▪ Engage, Amino’s SaaS device software management, customer support and analytics 
solution, continues to grow strongly. The solution now has over 116 deployments, an 
increase of 29% YoY. At the same time, the number of devices managed by Engage grew 
by 48% YoY. 

▪ During H1 22, Amino launched a new range of devices using the Reference Design Kit 
(RDK) software stack. RDK offers Pay TV operators an alternative to traditional Linux or 
Android TV devices. 

 

Group financial performance 

Revenue 

At $44.5m (-2% YoY), Aferian reported broadly stable revenue for H1 22, with impressive 
growth in the 24i segment being offset by the decline in turnover from Amino, reflecting 
lower device sales in that business. 

At 27%, the contribution to group revenue from software grew strongly, with recurring 
software revenues growing an impressive 49% to $8.2m, 18% of the total (vs 12% in H1 21). 

H1 22 also saw a material improvement in revenue quality. Exit ARR closed the period at 
$15.8m, representing a 26% improvement on H1 21 on a constant currency basis.  

Profitability 

With adjusted EBITDA trebling to $0.6m at 24i, offset by a $2.8m YoY decline in adjusted 
EBITDA for Amino, with central costs broadly stable at $1.3m, Aferian reported (group) 
adjusted EBITDA of $5.8m for the period, a 30% YoY decline. 

The group reported total depreciation and amortisation charges for the period of $5.5m, 
$0.9m higher than in H1 21. The delta reflects increased amortisation of intangibles 
recognised on the Nordija and The Filter acquisitions.  

Adjusted operating profit was $2.4m for the period (H1 21: $5.1m). 

Group cash performance and financial position 

Pre-tax operating cash flow more than trebled during the period to $6.3m. Improved 
working capital management was the key driver, alongside the increased D&A charges 
discussed above. H1 21 also saw a one-off $1.8m acquisition deposit.  

The group continues to invest in new product development, notably in 24i’s next-gen 
platform and the Amino Engage suite. The result was a $0.6m increase in capitalised 
development costs during the half, to $4.2m. Expenditure on acquisitions was $3.5m lower 
than in H1 21.  

The group closed the period with a net cash position of $7.8m. With an additional $100m 
of undrawn credit facilities, we continue to believe the group’s financial position remains 
solid, and management has strong capacity to undertake future M&A. 
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Current trading and outlook 

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

▪  Overall, the Board expects to deliver a much improved second-half performance, with 
a ‘solid’ order book. 

▪ Component supply issues are easing in H2 22E, with delayed H1 orders being shipped 
in H2 and H2 22E production being weighted towards Q3. 

▪ The Board remains confident in Aferian’s ability to meet its current-year financial 
expectations and in the group’s prospects, subject to continuing availability of 
components. 

▪ In line with the expected higher revenue in H2 22E, management expects the FY22E 
EBITDA margin to be broadly in line with FY21.  

The Progressive (longer-term) view 

Following Netflix Inc’s disappointing Q1 announcement, which we believe received an 
unjustified read-across to the entire streaming video sector, in June 2022 we took a deep 
dive into some of the market trends benefitting Aferian2. Put simply, more subscribers are 
streaming more content, creating a positive tailwind for Aferian. In summary, our analysis 
showed: 

▪ The global growth backdrop remains favourable. In simple terms, ease of access to an 
increasing variety of content is driving take-up and increasing usage of streaming video 
services, supported by keen pricing and increasingly ubiquitous broadband internet 
availability. As a result, industry forecasts expect streaming video to be resilient in the 
face of global macroeconomic uncertainty. 

▪ The industry is increasingly fragmented. According to Nielsen3, customers are 
increasingly taking multiple services. In 2019, 65% of American streaming video 
customers took more than one service.  By 2022 that figure had risen to 82%. Similarly, 
3% of subscribers took five or more services in 2019; by 2022 this had increased to 17%. 

▪ Netflix’s struggles do not signify turbulence for the global streaming video industry. 
Netflix is facing a number of company-specific challenges: new entrants (e.g. Disney, 
Amazon), ongoing content losses and price increases. We note that since our June 
report, Netflix has lost global market leadership to Disney, which continues to grow 
strongly. Other competitors also continue to grow well, e.g. Paramount+, which added 
c.5m subscribers in Q24. We also note that the key US streaming video market returned 
to growth in Q2, with 88% (+2pp QoQ) of households now taking streaming services5.  

▪ As a supplier servicing the global streaming video market, Aferian is less exposed to any 
slowdown in streaming video subscriber growth, in our view. During the rapid 
subscriber growth phase, streaming video providers need the types of products and 
services offered by Aferian to attract new subscribers. As growth slows, competitive 
pressures increase and subscriber retention becomes more of an issue, the same 
services are also required as a churn (subscriber loss) prevention tool. Either way, 

 

2 See our report Aferian: Market backdrop remains favourable. 
3 https://www.nielsen.com/us/en/insights/article/2020/playback-time-which-consumer-attitudes-will- shape-
the-streaming-wars/ 
4 https://www.fiercevideo.com/video/paramount-adds-49m-subscribers-q2 
5 https://www.kantar.com/north-america/inspiration/technology/us-streaming-rebounds-in-q2-after-no-
growth-to-start-the-year 

https://progressive-research.com/research/market-backdrop-remains-favourable/
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demand remains strong for Aferian as its solutions are designed to improve clients’ 
competitive positioning in either scenario. 

Since we wrote in June, additional data points have emerged that we believe further 
support our positive view on the future of streaming video. As discussed above, subscriber 
data demonstrates that consumers are increasingly switching to streaming as their 
preferred delivery mechanism for TV and video content. However, in addition to that 
positive trend, they are also streaming more content. Recent data from Nielsen6 has 
confirmed that:  

▪ Streaming claimed the largest share of TV viewing in the US in June, following four 
months of hitting new viewership highs.  

▪ Streaming usage in the US in July 2022 grew 3.2% on the previous month, and 22.6% 
on the July 2021 level 

Financials 

Following the H1 22 announcement, we make revisions to our estimates. These are 
summarised in the following table. 

 
Aferian – estimate revisions 

    FY22E     FY23E   
$m unless stated Old New Change (%) Old New Change (%) 

Revenue 97.8 97.8 0.0% 108.2 108.2 0.0% 

Adj EBITDA 21.5 20.2 -6.2% 24.5 24.2 -1.2% 

Fully adj PBT 12.6 11.3 -10.7% 14.6 13.9 -4.8% 

Fully adj EPS (c) 13.0 9.3 -28.2% 15.0 11.4 -23.9% 
 

Source: Progressive Equity Research estimates 

 

▪ Our revenue forecasts are unchanged in both years. 

▪ We have revised our opex assumptions in the Amino business, reflecting higher 
component prices and wage inflation than we had previously modelled. The result is a 
c.$1.3m reduction in FY22E adjusted EBITDA to $20.2m, and a $0.3m reduction in FY23E 
to $24.2m.  

▪ We have also increased our expectations of financing charges in both years. Although 
the group has a net cash position, fees are incurred for the group’s various credit 
facilities, if utilised or not. We have also assumed a higher tax rate in both years, and 
following recent acquisitions, a higher number of shares in issue.   

▪ We expect the group’s cash position to remain robust. However, the reduced EBITDA 
forecasts, higher interest and tax charges and an increase in assumed working capital 
usage (primarily additional investment in inventory) mean we now forecast closing 
FY22E and FY23E net cash balances of $9.1m and $11.2m respectively ($19.5m and 
$24.6m previously). 

  

 

6 https://www.nielsen.com/insights/2022/streaming-claims-largest-piece-of-tv-viewing-pie-in-
july/?ck_subscriber_id=958946783&utm_source=convertkit&utm_medium=email&utm_campaign=Television+
Disrupted%20-%208794923 



 

23 August 2022 

 

 
7  Aferian 

Appendix: Aferian plc − operations summary 

Today’s consumers access TV and video content over the internet on a wide range of 
devices – from mobile phones and laptops to Smart TVs and branded streaming devices 
supplied by Pay TV operators. Aferian’s software and devices help media companies to 
cost-effectively tackle their key technology challenges. The group goes to market via two 
wholly owned subsidiaries – their respective product and service offerings are summarised 
in the following table.  

 
Aferian Plc – Operations and service offering 

 

 
 

Target clients 
Content owners, pay TV operators Pay TV operators 

Key Products and Services 

Video content processing: 24i’s software handles the 
conversion of TV-quality video (both live and on-demand) into 
all the different video formats required by different devices. It 
also automates the process of dividing up live TV channels into 
individual shows for ‘catch-up TV’. 

Application creation and management: 24i has developed off-
the-shelf video streaming apps for many different consumer 
devices. When vendors like Apple and Google update their 
operating systems, 24i adjusts its off-the-shelf apps to ensure 
they still work on the latest versions. 24i also offers simple 
online tools that clients use to configure the apps – adding their 
own logo and branding, adjusting the titles or descriptions of 
individual TV shows, and building the ‘playlists’ of content to be 
displayed to the consumer. 

Systems Integration: 24i’s software is offered as a ready-to-use 
end-to-end platform, ensuring elements like the video 
conversion software and the app software work smoothly 
together from service launch. Specialist 3rd party software (e.g. 
payment platforms, content security) is pre- integrated, making 
24i’s platform the problem-solving ‘middleman’. 24i’s managed 
service options give content owners further predictability, 
without the expense of hiring additional staff. 

Engagement: 24i’s data-driven software uses algorithms to 
select the content most likely to appeal to each individual 
consumer (based on their viewing history). This data is fed to 
apps or to email marketing systems to help the consumer 
rapidly find content they love, thereby keeping viewers 
watching and building customer loyalty and revenue. 

Devices and Operating system: Amino’s sustainable, reliable 
devices and software operating system deliver a high-quality 
user experience that enables Pay TV operators (who are often 
broadband providors) to command a premium subscription 
and lower customer churn.  

These same robust devices can also receive streams of video 
and text content for display on digital signs in out-of-home 
settings – from train stations and retail stores to hotel rooms. 

Quality of service software:  Amino’s SaaS management 
platform gives clients real-time data about the performance of 
their managed device in each individual home. They can 
proactively identify and resolve issues that might impact the 
viewing experience. They can also provide a better support 
experience to consumers who call for help.  

In the digital signage market, the same SaaS platform provides 
the essential ability to monitor, access and reboot devices that 
are installed in unmanned and often inaccessible locations, 
ensuring signs continue to function without any on-site 
intervention. 

 

Source: Company data 
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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  20.2  24.2  
Adj EBIT 10.2  10.5  11.8  11.9  14.5  
Reported PBT 3.5  4.4  5.3  6.7  9.8  
Fully Adj PBT 9.4  9.8  11.4  11.3  13.9  
NOPAT 10.2  10.5  11.8  11.9  14.5  
Reported EPS (c) 4.0  4.0  7.4  3.9  6.6  
Fully Adj EPS (c) 10.8  9.9  11.2  9.3  11.4  
Dividend per share (p) 1.7  1.9  3.1  2.4  2.7  

      
CASH FLOW & BALANCE SHEET 2019 2020 2021 2022E 2023E 
Operating cash flow 13.8  16.4  14.1  14.9  21.6  
Free Cash flow 8.5  8.9  2.4  0.4  7.7  
FCF per share (c) 11.3  11.5  2.9  0.5  9.0  
Capex (4.2) (5.8) (8.4) (9.0) (9.0) 
Acquisitions (18.9) (0.2) (5.9) (2.0) (2.0) 
Dividends (6.9) 0.0  (3.1) (3.4) (3.7) 
Net cash flow (11.7) 0.9  (7.8) (5.0) 2.0  
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  9.1  11.2  

      
NAV AND RETURNS 2019 2020 2021 2022E 2023E 
Net asset value 76.3  79.0  84.8  88.0  93.7  
NAV/share (c) 101.3  101.7  103.4  104.2  110.0  
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  86.4  90.9  
Post-tax ROE (%) 3.8% 3.4% 7.0% 3.8% 6.2% 

      
METRICS  2020 2021 2022E 2023E 
Revenue growth  7.1% 12.3% 5.3% 10.6% 
Adj EBITDA growth  12.8% 10.2% 9.7% 20.0% 
Adj EBIT growth  2.5% 12.2% 1.1% 22.2% 
Adj PBT growth  4.3% 16.2% (0.8%) 23.5% 
Adj EPS growth  (8.7%) 13.9% (16.9%) 22.7% 
Dividend growth  11.3% 65.2% (21.7%) 10.0% 
Adj EBIT margins  12.7% 12.7% 12.1% 13.4% 

      
VALUATION 2019 2020 2021 2022E 2023E 
EV/Sales (x) 1.8 1.7 1.5 1.4 1.3 
EV/EBITDA (x) 9.3 8.3 7.5 6.9 5.7 
EV/NOPAT (x) 13.5 13.2 11.8 11.7 9.5 
PER (x) 15.9 17.4 15.3 18.4 15.0 
Dividend yield 1.2% 1.4% 2.3% 1.8% 2.0% 
FCF yield 6.6% 6.7% 1.7% 0.3% 5.2% 

 

Source: Company information and Progressive Equity Research estimates 

 



 

23 August 2022 

 

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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