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Strong progress towards Aferian 2025 

Aferian’s H1 21A results for the six months to the end of May 2021 
demonstrate solid progress towards the 2025 strategy in our view. The 
group reported double-digit growth in revenue and EBITDA during the 
period. This was accompanied with record growth in 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 
make no material changes to estimates following the announcement and 
continue to believe that the group is well-positioned to deliver its targets.  

▪ Double-digit growth revenue and EBITDA growth: Aferian reported YoY 
revenue growth of 19% for H1 21A and a 17% YoY improvement in adjusted 
EBITDA. The slight reduction in margin versus the comparable period reflects 
a higher proportion of (lower margin) devices sales in the business mix, and 
higher setup costs in the software segment. Management expect FY 21E 
software and services margins to be slightly ahead of FY20A. With $10.1m in 
net cash, the group's financial position remains strong.  

▪ Improved revenue quality and visibility: H1 21A saw a material 
improvement in both revenue visibility and quality. Exit ARR closed the period 
at a record $13.8m (including $2.1m from the Nordija acquisition), +37% YoY. 
Furthermore, recurring revenue is currently 56% of group software and 
services revenue (+3pp YoY).  

▪ Operational progress across the business: 24i reported 120% YoY growth 
in Monthly Average Active Users ("MAAU") accessing video content via its 
SmartVideo platform and 23% growth in Backstage MAAU. The Amino 
business delivered several new deployments of its Android TV platform 
during the half including Go Malta and CableNet in Europe, Conway Home 
Telecom and Hay Communications in North America and Optage in APAC. A 
further highlight of H1 21A was the Nordija acquisition, commencing the 
group's targeted acquisition programme.  

▪ Positive outlook commentary: The release announces that the group 
enters the second half in a solid position and continues to strengthen the 
pipeline of M&A opportunities. The Board also reiterates its confidence in 
meeting current FY 21E expectations.  

▪ Dividend policy re-affirmed: The Board has recommended an interim 
dividend of 1.0p/share (0p H1 20A) and re-affirmed its intention to pay 
between 33% and 50% of adjusted EPS as dividends. 
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FYE NOV ($M) 2018 2019 2020 2021E 2022E 

Revenue 88.9 77.2 82.7 85.1 89.5 

Adj EBITDA 16.8 14.8 16.7 20.2 22.6 

Fully Adj PBT 11.2 9.4 9.8 12.0 13.7 

Fully Adj EPS (c) 15.5 10.8 9.9 12.8 14.1 

EV/EBITDA (x) 9.0x 10.2x 9.0x 7.4x 6.7x 

PER (x) 12.5x 17.8x 19.5x 15.0x 13.7x 

Dividend yield 4.8% 1.1% 1.2% 2.2% 2.4% 

Source: Company Information and Progressive Equity Research estimates. 
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Solid progress towards the 2025 Strategy 

Our overall view of the H1 21A announcement is that the group has delivered strong 
progress towards the 2025 strategy during the half. Below we present a brief summary of 
the strategy, and some key points which support our positive view.  

A recap on the 2025 strategy 

With the FY 20A results announcement in February 2021, the group communicated its 2025 
strategy. The aim of Aferian 2025 is to capture growth opportunities arising from 
convergence of Pay TV and streaming TV services. To achieve this goal, management is 
focussed on building a predictable, software-driven growth business.   

With industry sources forecasting the global TV streaming market to double to $167bn by 
2025, clearly the opportunity for Amino remains vast. Amino 2025 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. 

Delivery during H1 21A 

We believe the H1 21A results demonstrate solid progress towards the Aferian 2025 
strategy, particularly in terms of the transition to a predictable, software-driven business. 
We think that these points are particularly noteworthy:  

▪ The group launched a number of new software solutions during 2020, in both the 24i 
business and Amino Communications. The benefits of these initiatives are being 
demonstrated in the H1 21 results. Notably, 24i delivered 120% YoY growth in MAAU 
accessing content via the SmartVideo Platform during H1 20A and 23% growth in MAAU of 
24i’s BackStage management system.  

▪ H1 21A saw a material improvement in both revenue visibility and quality. Exit ARR 
closed the period at a record $13.8m, a 37% improvement YoY. Furthermore, recurring 
revenue is currently 56% of group software and services revenue (+3pp YoY). In our view 
the improvement in these metrics represents real progress in improving the predictability 
of the Aferian business. We note that the 2025 strategy contains a goal for 70% of software 
and service revenues to be recurring.  

▪ With a closing H1 21A net cash position of $10.1m, clearly the group maintains a strong 
financial position. In addition, Aferian has remaining credit facilities of $8.1m to further 
support planned M&A. 

In addition, Aferian 2025 contains an explicit target of c$250m in annual revenue by 2025. 
With our FY 21E forecast of c$85m, clearly this may appear to some as rather ambitious. 
The H1 21A results release signals that the recent Nordija acquisition represents just the 
start of Aferian’s targeted M&A programme. We believe Aferian has a strong track record 
of successful M&A. Furthermore, management has a history of undertaking 
transformational deals – as evidenced by the 24i acquisition in 2019 and also the Entone 
transaction in 2015.  
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H1 21 Performance 

Aferian contains two (in our view highly complementary) divisions: 

▪ 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 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.  

We believe that both businesses delivered solid operational progress during H1 21A, and 
present some of the highlights below, followed by discussion of the outcome at the group 
level.   

Segmental results 

Amino’s H1 21A divisional performance contains several key highlights: 

▪ Revenue in the 24i segment saw a small decline, but saw a material improvement in 
visibility and quality (see below) 

▪ Gross margins in 24i remain high and the business has maintained positive EBITDA 

▪ Profitability and cash generation remain strong in the Amino segment (83% of group 
revenue H1 21A), which saw stable EBITDA margins and improved OpFCF during the half, 
despite ongoing supply chain issues. 

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

 
24i and Amino segmental performance H1 21A vs prior comparable periods ($m) 

 

24i Amino 

  
 

Source: Company Data 

 

24i 

24i reported a 47% improvement in ARR during H1 21A, including the Nordija acquisition. 
However, one-off, and non-recurring professional service revenues saw (an anticipated) 
4% YoY decline in segmental revenue to $7.5m.  
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Gross margin of 75% saw a 3pp decline during the period, reflecting higher setup costs on 
certain projects.  

24i saw strong user growth across the business: 

▪ The Smart Video platform, reported 120% organic YoY growth in MAAU, reflecting both 
organic growth, and an ongoing migration of subscribers of legacy systems to the new 
platform.  

▪ The Backstage management system experienced a 23% YoY increase in MAAU, with one 
particular customer showing 47% growth.  

H1 21A also saw the deployment of 24i’s Smart Apps Next-Gen platform, including 
Backstage for the Canadian Hockey League with partner Verizon Media.  

Amino 

The Amino segment delivered 25% YoY revenue growth during the period to $37.8m, 
reflecting 30% growth in device shipments. Device gross margin declined 3pp vs H1 20A 
due to the phasing and mix of products sold during the period.  

Amino delivered a number of new Android TV deployments during the half including Go 
Malta and CableNet in Europe, Conway Home Telecom and Hay Communications in North 
America and Optage in APAC. 

The business also saw strong demand for the Engage SaaS device management, customer 
support and analytics suite. 18 new customers were deployed during the period, with the 
user base growing by 22% YoY.   

With supply chains in the devices business continuing to be impacted by COVID 19 and 
materials shortages, we believe the impressive revenue growth and margin performance 
delivered by the Amino segment represents a very strong performance. Although 
acknowledging the challenges facing the devices business, the release signals that 
management continues to actively manage supply chain issues and is working closely with 
both suppliers to ensure timely material deliveries and also customers on longer-term 
supply arrangements to enhance visibility.  

Group financial performance 

Revenue 

Aferian reported 19% YoY revenue growth for H1 21A, with impressive growth in the Amino 
segment being partially offset by a small decline in turnover from 24i, reflecting lower one-
off sales in that business. 

At 22%, the contribution to group revenue from software remains high, despite the small 
24i decline. At $2.4m (+14% YoY), software revenue in the Amino segment saw strong 
growth.  

H1 21A also saw a material improvement in revenue quality. ARR closed the period at 
$13.8m, representing a 37% improvement on H1 20A. Recurring revenue grew 8% during 
the period to $5.5m, 12% of the total.   



 

3 August 2021 

 

 
5  Aferian 

Profitability 

With 16% YoY adjusted EBITDA growth in the Amino segment to $9.3m, a positive $0.2m 
contribution from 24i and central costs broadly stable at $1.2m Amino reported adjusted 
EBITDA at the group level of $8.3m for the period, a $1.2m, or 17% YoY improvement. 

The group reported total depreciation and amortisation charges for the period of $4.6m, a 
$0.9m improvement on H1 20A. The delta reflects reduced amortisation of intangibles 
recognised on the Booxmedia and Entone acquisitions.  

Adjusted operating profit was $5.1m for the period ($4.2m H1 20A).  

Group cash performance and financial position 

Operating cash flow during the period was impacted by increased outflows on working 
capital due to orders shipped to customers at the end of the period with longer average 
payment terms than those at the end of FY 20A. This was the key driver of a $3m decline 
in pre-tax cash generated from operations. The release notes that cash from one specific 
$3.3m customer order took longer to collect, but that the cash has been received post- 
period end.  

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 $0.9m increase in Capitalised 
development costs during the half to $3.5m. 

The group closed the period with a gross cash balance of $17.0m and a net cash position 
of $10.1m. With an additional $8.1m of undrawn credit facilities, we continue to believe 
the group’s financial position remains solid. 

Current trading and outlook 

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

▪ The group enters H2 21E in a solid position to execute on its pipeline of M&A 
opportunities. 

▪ Strong trading in H1 21A combined with longer hardware lead times is providing 
excellent visibility.  Indeed, management believe the group currently has more visibility 
today than ever before – as evidenced by the growth in ARR.  

▪ The Board remains confident in the group’s ability to meet current year financial 
expectations and in the group’s future prospects.  

Financials 

We make no changes to underlying earnings estimates following the release although our 
adjusted EPS expectations are reduced by c1% in both forecast years. This reflects an 
expectation of a higher number of shares in issue than contained in our previous estimates 
resulting from the option exercise by the 8% minority shareholders of 24i Unit Media BV.  

The option exercise also impacts our forecasts of the group’s cash position. We have also 
revised our forecasts of working capital movements and cash tax payments in both forecast 
years. The result is a $2.1m reduction in our FY 21E closing net forecast compared to our 
previous estimate, and a $0.3m decrease in our FY 22E forecast.   
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Financial Summary: Aferian 

Year end: November ($m unless shown)      
      
PROFIT & LOSS 2018 2019 2020 2021E 2022E 
Revenue 88.9  77.2  82.7  85.1  89.5  
Adj EBITDA 16.8  14.8  16.7  20.2  22.6  
Adj EBIT 11.2  10.2  10.5  12.2  13.9  
Reported PBT 7.7  3.5  4.4  6.3  9.6  
Fully Adj PBT 11.2  9.4  9.8  12.0  13.7  
NOPAT 11.2  10.2  10.5  12.2  13.9  
Reported EPS (c) 10.7  4.0  4.0  5.9  9.2  
Fully Adj EPS (c) 15.5  10.8  9.9  12.8  14.1  
Dividend per share (p) 7.3  1.7  1.9  3.3  3.7  

      
CASH FLOW & BALANCE SHEET 2018 2019 2020 2021E 2022E 
Operating cash flow 14.3  13.8  16.4  14.9  21.6  
Free Cash flow 9.5  8.5  8.9  2.9  11.1  
FCF per share (c) 13.0  11.3  11.5  3.6  13.1  
Capex (4.8) (4.2) (5.8) (7.8) (7.8) 
Acquisitions 0.0  (18.9) (0.2) (7.8) (0.2) 
Dividends (6.8) (6.9) 0.0  (3.0) (4.6) 
Net cash flow 2.9  (11.7) 0.9  (5.1) 6.3  
Shares issued 0.0  0.0  0.0  12.6  0.0  
Other movements 0.0  0.0  0.0  0.0  0.0  
Net (Debt)/Cash 20.3  1.4  9.5  17.0  23.3  

      
NAV AND RETURNS 2018 2019 2020 2021E 2022E 
Net asset value 73.5  76.3  79.0  83.8  91.6  
NAV/share (c) 100.9  101.3  101.7  102.7  108.3  
Net Tangible Asset Value 1.0  1.2  1.4  1.6  1.8  
NTAV/share (c) 1.4  1.6  1.9  2.0  2.2  
Average equity 73.3  74.9  77.7  81.4  87.7  
Post-tax ROE (%) 10.6% 3.8% 3.4% 5.9% 8.9% 

      
METRICS  2019 2020 2021E 2022E 
Revenue growth  (13.2%) 7.1% 2.9% 5.2% 
Adj EBITDA growth  (11.6%) 12.8% 21.2% 11.5% 
Adj EBIT growth  (8.4%) 2.5% 16.8% 13.4% 
Adj PBT growth  (16.3%) 4.3% 23.1% 13.6% 
Adj EPS growth  (30.1%) (8.7%) 30.2% 9.7% 
Dividend growth  (77.0%) 11.3% 78.0% 9.7% 
Adj EBIT margins  13.2% 12.7% 14.4% 15.5% 

      
VALUATION 2018 2019 2020 2021E 2022E 
EV/Sales (x) 1.7 1.9 1.8 1.8 1.7 
EV/EBITDA (x) 9.0 10.2 9.0 7.4 6.7 
EV/NOPAT (x) 13.5 14.7 14.4 12.3 10.8 
PER (x) 12.5 17.8 19.5 15.0 13.7 
Dividend yield 4.8% 1.1% 1.2% 2.2% 2.4% 
FCF yield 6.8% 5.8% 6.0% 1.9% 6.8% 

 

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: 
Emily Ritchie 
+44 (0) 20 7781 5311 
eritchie@progressive-research.com 
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