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H1 18 impacted by seasonality, FY guidance 
maintained 

In our view Amino’s trading update, while highlighting the expected 
return to normal seasonal phasing, also has positive implications for 
profitability. Against a backdrop of higher input prices, particularly in 
the memory market, and lower yoy H1 revenue, full-year 2018 
guidance is unchanged. To us this signals management’s confidence 
in the outlook for margins. Revenue visibility improved during H1 18, 
and the order book remains strong, although reported revenues were 
lower. The group continues to make progress in high-margin software 
sales. We leave earnings estimates unchanged following the 
announcement.  

▪ Return to normal seasonality: Management has flagged a return to 
more normal seasonality in FY 18E, with sales weighted towards H2. 
H1 18 revenue is expected to be around $41m, c18% lower than H1 17. 
The decline is due to the phasing of orders by a major customer, among 
other factors.  

▪ Positive implications for profitability: Guidance for the full-year 2018 
financial outcome remains unchanged, despite the lower H1 revenue.  
Although the release makes no reference to H1 18 margins, we believe 
there is a positive read-across for full-year profitability. We forecast a 
stable FY 18E EBITDA margin versus FY 17. Maintained guidance is in 
our view a sign of management’s confidence in its ability to sustain 
margins over the course of the year. This also suggests Amino is 
managing well despite unfavourable input pricing (memory) (see Q1 18 
results from both Arris and Technicolor as described overleaf).   

▪ Revenue visibility improved, strong order book: Exit annual run-rate 
recurring revenue increased to $5m during the first half, a $1.3m 
improvement on H1 17. The group booked over 40% more orders than 
H1 17 and “has good pipeline coverage”. With the Kabelnoord contract 
announced earlier this week, H2 18E has started positively.  

▪ Software drives hardware sales: Standalone software and services 
sales contributed 12% of H1 18 turnover. Although the overall business 
appears biased towards hardware, we believe this understates the true 
value of software to Amino. In our view, Amino’s competitive advantage 
lies as a provider of an ecosystem of hardware, software and services 
in which software is a key element.  
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FYE NOV (£M) 2015 2016 2017 2018E 2019E 

Revenue 41.7 75.2 75.3 79.6 83.6 

Adj EBITDA 7.5 13.5 15.4 16.4 17.7 

Fully Adj PBT 5.2 10.2 11.2 12.0 12.9 

Fully Adj EPS (p) 8.5 13.5 14.8 15.1 16.2 

EV/EBITDA (x) 18.4 10.2 9.0 8.4 7.8 

PER (x) 24.4 15.4 14.0 13.8 12.8 

Dividend yield 2.7% 2.9% 3.2% 3.5% 3.9% 

Source: Company Information and Progressive Equity Research estimates 
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Maintained guidance, positive implications for margins 

With management guidance for the FY 18E financial outcome unchanged, we believe 
this is a clear signal of confidence in the outlook for profitability. In our view Amino has 
a strong track record on margins and we expect the group to report a stable FY 18E 
EBITDA margin versus FY 17A. However, a number of industry players (including 
Amino) have highlighted margin pressure from increased memory prices. Memory is a 
key input for a Set Top Box (“STB”),  representing up to as much as 30% of the value.  
We note: 

▪ Technicolor (TCH:FP) highlighted that “the component environment remains 
challenging” in their Q1 18 results release. “With shortages in DRAM1 and NAND 
flash memory2 , prices continue to increase, albeit at a slower rate than 2017”. To 
mitigate higher input costs, Technicolor has brought forward its efficiency program, 
and also agreed to pass on cost increases to certain customers.  

▪ Arris’s (ARRS:US) 2017 10k report revealed that memory price increases were a 
key driver of margin decline, particularly in their Customer Premises Equipment 
(“CPE”) supply business. At that time, their expectation was for this unfavourable 
trend to continue in the near term. In the Q1 18 release, management flagged that 
upwards pressure on product cost has not abated, with memory prices continuing to 
increase and lead times and availability of other (unspecified) components becoming 
more challenging. Like Technicolor, Arris also claim to have passed input cost 
increases on to customers.  

Improving revenue visibility, strong order book 

With the announcement earlier this week of the Kabelnoord contract for Amino MOVE 
(multi-screen TV), H2 18 has started positively. Although not quantified, the trading 
statement gives confidence in both revenue visibility and the order book.  

Exit annual run-rate recurring revenue increased to $5m during the period, c12% of the 
total and a $1.3m improvement on H1 17A.  The improvement was largely driven by 
increased software and services sales, which in total contributed 12% of turnover in the 
half (see below).  

Management flagged a strong 2018 sales pipeline in the FY 17 results in February 2018 
and have re-affirmed that in today’s announcement. The group booked over 40% more 
orders than H1 17A and “has good pipeline coverage”.  

Software drives hardware sales 

Over the past two years, Amino has made strong progress on software, with standalone 
software and services sales now contributing 12% of the H1 18A total (H1 17A 8%) . We 
believe this figure understates the true value of software to Amino, given Amino’s VIEW 
hardware is all powered by its ENABLE software and it is now delivering its MOVE TV 
everywhere solution to a number of customers.  

A number of standalone software (upcycling) contracts have been signed over the past 
2/3 years, to upgrade the respective clients’ legacy hardware deployments. In addition, 
several contracts to extend clients’ offerings to include multi-screen viewing have also 
been won.  

 

 

                                                 
1 Used for data or program code, content is lost after power-cycling 
2 Non-volatile storage that retains content after power-cycling 
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Key contracts for the group’s ENABLE (upcycling) software suite include: 

▪ Cincinnati Bell (USA - February 2016) 

▪ PCCW (Hong Kong – August 2016) 

▪ GTD (Chile – July 2017) 

Amino has also signed a number of contracts for the MOVE (multi-screen TV) suite:  

▪ Delta (Netherlands – May 2016) 

▪ DNA (Finland – September 2017) 

▪ Kabelnoord (Netherlands – June 2018) 

The following graphic, we believe, paints a truer picture of the value of software and 
services sales to the group. We estimate that software contributes c40% of turnover.  

Amino – effective exposure to software sales  

 

  
Source: Progressive Equity Research estimates. 

 

Move to USD-based reporting confirmed 

Amino’s revenues, profits and cash flows are primarily generated in US dollars. 
Following shareholder approval at the May-18 AGM, Amino has moved to the US Dollar 
as its reporting currency. We expect to publish dollar-based forecasts alongside the full 
interim results release announcement on July 17.  
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Financial Summary: Amino Technologies 

Year end: November (£m unless shown)      

      

PROFIT & LOSS 2015 2016 2017 2018E 2019E 

Revenue 41.7 75.2 75.3 79.6 83.6 

Adj EBITDA 7.5 13.5 15.4 16.4 17.7 

Adj EBIT 5.1 10.2 11.1 12.0 12.9 

Reported PBT 0.3 2.9 9.6 8.1 9.9 

Fully Adj PBT 5.2 10.2 11.2 12.0 12.9 

NOPAT 5.1 10.2 11.1 12.0 12.9 

Reported EPS (p) 0.6 3.8 15.2 9.8 12.2 

Fully Adj EPS (p) 8.5 13.5 14.8 15.1 16.2 

Dividend per share (p) 5.5 6.1 6.7 7.3 8.1 

      
CASH FLOW & BALANCE SHEET 2015 2016 2017 2018E 2019E 

Operating cash flow 6.4 13.6 16.3 15.5 17.7 

Free Cash flow 3.1 10.6 10.9 10.7 12.9 

FCF per share (p) 5.3 14.9 14.9 14.6 17.5 

Capex (3.3) (3.5) (4.7) (4.8) (4.8) 

Acquisitions (38.8) (2.6) (0.4) 0.0 0.0 

Dividends (2.9) (3.8) (4.4) (5.0) (5.5) 

Net cash flow (38.6) 4.2 6.1 5.9 7.4 

Shares issued 19.9 0.0 0.0 0.0 0.0 

Other movements 0.0 0.0 0.0 (0.1) (0.1) 

Net (Debt)/Cash 2.0 6.2 13.0 18.7 26.0 

      
NAV AND RETURNS 2015 2016 2017 2018E 2019E 

Net asset value 45.1 45.9 54.6 61.8 70.7 

NAV/share (p) 76.2 64.5 74.4 84.2 96.4 

Net Tangible Asset Value 0.6 0.8 0.6 0.8 1.0 

NTAV/share (p) 0.9 1.1 0.8 1.1 1.4 

Average equity 22.5 45.5 50.2 58.2 66.2 

Post-tax ROE (%) 1.6% 5.9% 22.2% 12.4% 13.5% 

      
METRICS 2015 2016 2017 2018E 2019E 

Revenue growth 15.1% 80.6% 0.1% 5.7% 5.0% 

Adj EBITDA growth 11.2% 81.0% 13.7% 6.8% 7.5% 

Adj EBIT growth 24.0% 100.7% 8.6% 8.0% 7.6% 

Adj PBT growth 22.9% 98.1% 9.3% 7.3% 7.6% 

Adj EPS growth 9.2% 58.5% 9.9% 1.6% 7.6% 

Dividend growth 9.5% 10.2% 9.8% 10.0% 10.0% 

Adj EBIT margins 12.2% 13.6% 14.7% 15.1% 15.4% 

      
VALUATION 2015 2016 2017 2018E 2019E 

EV/Sales (x) 3.3 1.8 1.8 1.7 1.6 

EV/EBITDA (x) 18.4 10.2 9.0 8.4 7.8 

EV/NOPAT (x) 27.0 13.5 12.4 11.5 10.7 

PER (x) 24.4 15.4 14.0 13.8 12.8 

Dividend yield 2.7% 2.9% 3.2% 3.5% 3.9% 

FCF yield 2.6% 7.2% 7.2% 7.1% 8.5% 
 

Source: Company information and Progressive Equity Research estimates 
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Disclaimers and Disclosures 

Copyright 2018 Progressive Equity Research Limited (“PERL”).  All rights reserved.  PERL provides professional equity 
research services, and the companies researched pay a fee in order for this research to be made available.  This report has 
been commissioned by the subject company and prepared and issued by PERL for publication in the United Kingdom only.  All 
information used in the publication of this report has been compiled from publicly available sources that are believed to be 
reliable; however, PERL does not guarantee the accuracy or completeness of this report.  Opinions contained in this report 
represent those of the research department of PERL at the time of publication, and any estimates are those of PERL and not of 
the companies concerned unless specifically sourced otherwise.  PERL is authorised and regulated by the Financial Conduct 
Authority (FCA) of the United Kingdom (registration number 697355). 

This document is provided for information purposes only, and is not a solicitation or inducement to buy, sell, subscribe, or 
underwrite securities or units.  Investors should seek advice from an Independent Financial Adviser or regulated stockbroker 
before making any investment decisions.  PERL does not make investment recommendations.  Any valuation given in a 
research note is the theoretical result of a study of a range of possible outcomes, and not a forecast of a likely share price.  
PERL does not undertake to provide updates to any opinions or views expressed in this document. 

This document has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act 2000 of the 
United Kingdom.  It has not been prepared in accordance with the legal requirements designed to promote the independence of 
investment research.  It is not subject to any prohibition on dealing ahead of the dissemination of investment research. 

PERL does not hold any positions in the securities mentioned in this report.  However, PERL’s directors, officers, employees 
and contractors may have a position in any or related securities mentioned in this report.  PERL or its affiliates may perform 
services or solicit business from any of the companies mentioned in this report. 

The value of securities mentioned in this report can fall as well as rise and may be subject to large and sudden swings.  In 
addition, the level of marketability of the shares mentioned in this report may result in significant trading spreads and sometimes 
may lead to difficulties in opening and/or closing positions.  It may be difficult to obtain accurate information about the value of 
securities mentioned in this report.  Past performance is not necessarily a guide to future performance. 


