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2018 results in line, transformation announced 

Amino has announced FY 2018 results in line with our revised 
estimates. Cash performance remained solid and was accompanied 
by a 10% YoY increase in DPS. Management has also re-affirmed its 
intention to maintain the dividend at the current level until FY2020E. 
With market conditions remaining challenging, Amino has announced 
a three-pronged transformation program focussing on increased 
software and services sales, reducing exposure to commodity 
hardware and delivering annualised $5m operating cost savings. We 
make revisions to estimates following the announcement which 
reflect the organisational resizing.  

▪ FY 2018 results in line: Amino has announced FY 2018 results in line 
with our revised expectations. The group reported adjusted PBT of 
£11.2m (-26% YoY), versus our revised estimate of £11.5m. Standalone 
software sales grew strongly during the year (+19% YoY). However, as 
signalled in recent announcements, the business continues to face 
headwinds in device sales (-10% YoY).   

▪ Solid cash performance, dividend to be sustained to 2020: Cash 
performance was solid, with the closing cash balance of $20.3m ahead 
of our $18.1m estimate and a $2.9m improvement on FY 2017. 10% 
YoY DPS growth has been confirmed for 2018, and management has 
re-affirmed its intention to maintain the dividend at the current level until 
at least FY 2020E.  

▪ Transformation announced: Faced with challenging market 
conditions, management has announced a transformation programme 
to re-focus and re-size the business. The plan has three components 1) 
Increased software and services sales 2) reducing commodity hardware 
exposure and 3) implementing an annualised $5m cost saving program.  

▪ Estimates revised, FY 2020E forecasts introduced: Following the 
announcement, we reduce FY 2019E revenue forecasts by 22%, 
reflecting the organisational re-sizing. In margin terms, our expectation 
of increased (higher margin) software and service sales offsets reduced 
expectations for (low margin) hardware. The net result is our FY 2019E 
adjusted EBIT forecast is reduced by 10%.       

In our view, Amino’s results demonstrate a resilient performance against a 
challenging market backdrop. The business remains profitable and cash 
generative. Faced with a tough market environment, management is taking 
decisive action to re-position the business towards higher quality software 
revenues. We believe this a strategically sensible move and that going 
forward, growth in software will be a key value driver.  
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FYE NOV ($M)  2017 2018 2019E 2020E 

Revenue  96.1 88.9 70.7 68.9 

Adj EBITDA  20.5 16.8 16.0 16.2 

Fully Adj PBT  15.2 11.2 10.0 10.2 

Fully Adj EPS (c)  20.9 15.3 12.6 12.8 

EV/EBITDA (x)  2.8 3.5 3.6 3.6 

PER (x)  5.0 6.9 8.3 8.2 

Dividend yield  8.1% 8.9% 8.9% 8.9% 

Source: Company Information and Progressive Equity Research estimates 
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Transforming Amino 

As we discussed in our October-18 research1, 2018 saw Amino facing industry-wide 
headwinds that were entirely out of management’s control, and were also being reported 
by other industry players, including Arris and Technicolor. At that time, we highlighted 
three key factors: 

▪ The impact of planned trade tariffs in the US; 

▪ Instability in certain emerging market economies; and 

▪ General uncertainty in the IPTV marketplace, caused by the current dramatic rate of 
change.  

In addition, 2018 saw increased component prices, especially in memory and passive 
components (e.g. capacitors). These are key components for many of Amino’s Set Top 
Box (“STB”) offerings and represent a material part of an STB’s Bill-of-Materials. 

As Amino’s FY 2018 results demonstrate, these unfavourable trends have materially 
impacted the Group’s financial performance. In order to deal with market headwinds, 
management has announced a three-part transformation program. The elements are: 

▪ Increased software and services sales; 

▪ Reducing commodity hardware activities; and; 

▪ Implementing an annualised $5m cost saving program, to be achieved via a Group-
wide business performance program to improve the use of human capital and drive 
increased efficiency of operating and capital expenditures.       

We believe this is a strategically sensible plan to deal with the ongoing challenges in the 
IPTV marketplace. If successful, the transformation will, in our view, improve earnings 
quality for Amino – in terms of both profitability and visibility. It will increase management 
focus on Amino’s key longer-term growth drivers – Android TV, End-to-end TV solutions 
and Upcycling.  

For further colour on these three segments, please refer to the Progressive Equity 
Research publication Amino: IBC demonstrates the value of Amino’s Technology 
solutions of 25 September 2018. 

Software and service sales typically generate higher margins than STB sales and have 
a higher proportion of recurring revenues. Margins should further benefit from the move 
away from commodity hardware, and a $5m annual reduction in opex – which stood at 
$28m in FY 2018A.  

Amino has recorded an increasing number of standalone software sales across the 
globe over the past 12/18 months (e.g. Cincinnati Bell, GTD Chile, PCCW, T-Mobile 
Netherlands, so it appears rational to focus on this area of increasing strength. Note, 
software and service sales now contribute over 10% of group turnover, having grown 
19% YoY (both FY 2018A) 

In addition to improving financial performance, the transformation is expected to drive a 
material re-sizing of the Amino business. This is further discussed in the Financials 
section on page four.  

Amino’s FY 2018 results include $0.4m of exceptional costs for aborted M&A 
transactions. We believe there are numerous M&A opportunities for Amino in the 
Cloud/IPTV. Anecdotally we understand valuations remain high, which naturally acts as 
a barrier to execution.  

                                                        

1 Amino: Macro headwinds intensifying. PERL 08 October 2018 
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2018 Regional performance 

North America (56% turnover FY 2018A): Sales made by distributors to core tier 3/4 
clients were broadly flat in 2018. However regional revenue fell by 18% YoY due to de-
stocking in the distribution channel. This was driven by concerns over planned trade 
tariffs in the US, which although not impacting Amino directly, are causing confusion in 
the marketplace.   

Amino secured initial orders for Operator Ready Android TV during 2018 in the US. 
These were delivered in the second half.  

Europe (32% turnover FY 2018A): Following a period of decline, regional sales grew 
25% YoY. A number of contract wins were recorded including T-2 in Slovenia and 
Cablevision in the Lebanon. 

2018 also saw the deployment of AminoTV IP/Cloud TV everywhere with Delta and 
Kabelnoord, both in the Netherlands. T-Mobile Netherlands signed an upcycling contract 
using AminoOS software, supported by Amino Engage service assurance platform.    

Latin America (10% turnover FY 2018A): Regional turnover fell by 15% YoY. This was 
largely driven by macro-economic instability, which impacted customer ability to pay 
Amino. The result was a halting of shipments and revenue slowdown.   

 

Amino’s financials vs the peer group 

Although profitability and cash flow both declined, we believe Amino’s 2018 financials 
represent a credible performance given the unfavourable market backdrop. A glance at 
recent reporting from some of the other key players in IP/Coud TV Amino’s supports our 
view. 

A number of industry participants have recently reported revenue declines – including 
Netgem (Q4 18 -34% YoY), Arris (Q3 18 -4%), Technicolor (H1 18 revenue -9% YoY) 
and Tivo (Q3 18 – 17% YoY). Arris and Technicolor’s and Tivo’s results also 
demonstrated lower margins. 

 

Current trading & outlook 

The release confirms the macro headwinds discussed on page two have continued into 
FY 2019E, however there are several positives in the outlook statement: 

▪ Memory prices are showing early signs of retrenchment 

▪ The rate of price increases in MLCCs (capacitors) is slowing 

▪ The sales pipeline in Amino’s core IPTV market remains “healthy”. 

Overall, in our view, the message is one of acknowledgement of near-term challenges, 
but confidence in the longer-term outlook for the business.  
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Financials 

The results release provides detailed management guidance on the impact of the 
transformation program, with revenues expected to be 21% lower than 2018 levels and 
profits 10% lower reflecting increasing software and services sales in the business mix, 
at the expense of lower margin commodity hardware.  

We take the company’s cue and revise our FY 2019E estimates. The changes are 
summarised in the following table: 

Amino – forecast revisions 

 

  
  FY2019E   New 

$m unless stated Old New Change (%) Delta vs 2018A 

Revenue 90.9 70.7 -22.2% -20.5% 

Adj EBITDA 17.6 16.0 -8.7% -4.4% 

Fully adj PBT 11.6 10.0 -13.3% -10.5% 

Fully adj EPS (p) 14.5 12.6 -13.3% -17.7% 

Net cash 20.3 23.6 16.0% 16.1% 
 

Source: Progressive Equity Research estimates.  

Our revised forecasts reflect a reduced expectation of commodity hardware sales, offset 
by increased higher-margin software sales. Whilst this change in mix has a material 
impact on our revenue forecasts, the impact on absolute EBITDA is lessened due to the 
improved business mix.  

Clearly Amino post-transformation is expected to be a materially smaller business than 
previously. However, the improved business mix means margins should be higher – 
c3pp higher on our new forecasts compared with our previous estimates.  

Furthermore, the business remains underpinned by a strong balance sheet. Note on our 
revised forecasts, FY 2019E closing cash represents over 30% of FY 2019E annual 
turnover ($70.7m). 

 

In this report we are also introducing FY 2020E forecasts for the first time. These are 
detailed overleaf. 
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Financial Summary: Amino Technologies 

Year end: November (U$m unless shown)      

      

PROFIT & LOSS  2017 2018 2019E 2020E 

Revenue  96.1 88.9 70.7 68.9 

Adj EBITDA  20.5 16.8 16.0 16.2 

Adj EBIT  15.1 11.2 10.0 10.2 

Reported PBT  13.3 8.2 5.9 6.1 

Fully Adj PBT  15.2 11.2 10.0 10.2 

NOPAT  15.1 11.2 10.0 10.2 

Reported EPS (c)  20.8 11.2 7.0 7.2 

Fully Adj EPS (c)  20.9 15.3 12.6 12.8 

Dividend per share (p)  6.7 7.3 7.3 7.3 

      
CASH FLOW & BALANCE SHEET  2017 2018 2019E 2020E 

Operating cash flow  22.2 14.3 15.0 16.2 

Free Cash flow  15.3 9.5 10.6 11.8 

FCF per share (c)  20.9 13.0 14.5 16.1 

Capex  (6.3) (4.8) (4.4) (4.4) 

Acquisitions  (0.5) 0.0 0.0 0.0 

Dividends  (5.6) (6.8) (7.3) (7.3) 

Net cash flow  9.6 2.9 3.4 4.6 

Shares issued  0.0 0.0 0.0 0.0 

Other movements  0.0 0.0 (0.1) (0.1) 

Net (Debt)/Cash  17.4 20.3 23.6 28.0 

      
NAV AND RETURNS  2017 2018 2019E 2020E 

Net asset value  73.1 73.5 78.6 83.9 

NAV/share (c)  99.6 100.9 107.1 114.4 

Net Tangible Asset Value  0.8 1.0 1.2 1.4 

NTAV/share (c)  1.1 1.4 1.7 2.0 

Average equity  59.5 73.3 76.1 81.3 

Post-tax ROE (%)  25.7% 11.2% 6.8% 6.5% 

      
METRICS   2018 2019E 2020E 

Revenue growth   (7.5%) (20.5%) (2.5%) 

Adj EBITDA growth   (18.3%) (4.4%) 1.1% 

Adj EBIT growth   (25.9%) (10.2%) 1.8% 

Adj PBT growth   (26.1%) (10.5%) 1.8% 

Adj EPS growth   (27.0%) (17.7%) 1.8% 

Dividend growth   9.9% 0.1% 0.0% 

Adj EBIT margins   12.5% 14.2% 14.8% 

      
VALUATION  2017 2018 2019E 2020E 

EV/Sales (x)  0.6 0.7 0.8 0.8 

EV/EBITDA (x)  2.8 3.5 3.6 3.6 

EV/NOPAT (x)  3.9 5.2 5.8 5.7 

PER (x)  5.0 6.9 8.3 8.2 

Dividend yield  8.1% 8.9% 8.9% 8.9% 

FCF yield  19.9% 12.4% 13.8% 15.3% 
 

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

Copyright 2019 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. 


