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H1 as expected – strategic transition ongoing 

Amino has reported H1 FY19 results which appear to be well on track 
for our full-year estimates and which, more importantly, provide the 
group with the time and cash to execute on the strategic transition to 
value-added software on a recurring revenue model, with services 
and hardware as appropriate.  Margins have improved markedly, and 
cash generation has been strong.  We make no material changes to 
estimates, but see these results as a step in the right direction for the 
group.  

▪ H1 results  The group has reported a solid H1 which, although 
demonstrating the near-term revenue decline as previously heralded, 
has also delivered much-improved margins (both gross and operating 
margin) with a strong level of cash generation.  We detail results further 
overleaf. 

▪ FY19 revenue and PBT unchanged  Today’s results appear to 
reasonably well underpin the financial outcome for FY19 – revenue and 
operating profit are both just below half of the full-year expectation, and 
the pipeline and order book provide good levels of reassurance.  Taking 
all this into account, we leave our full year FY19 (and FY20) estimates 
unchanged other than minor adjustments to EBITDA and depreciation 
based on lower-than-anticipated levels of CAPEX in H1.  

▪ Operational delivery  In addition to the purely financial performance, 
the group has also made material strides in terms of operational 
delivery, and the steps required to execute on its strategic transition, 
towards provision of a higher value-added suite of software-heavy 
solutions, with services and hardware provided where appropriate.  The 
sales of AminoOS through a channel partner, and AminoTV on a multi-
tenanted platform are both clear examples of this success.  

Overall, Amino’s H1 is reassuring in two ways – financially, the group 
is on track to deliver FY19 results in line with our expectations, with 
the strong performance providing the group with the leeway (both 
financially and strategically) to execute on its plans.  Secondly, those 
plans are being delivered upon, with new products beginning to find 
customers in the field, building reference sites and gaining credibility. 
It is this strategic evolution which offers value to the Amino 
shareholders over time, and it is pleasing to see this six month period 
deliver both the financial stability to allow it to happen, and additional 
early-stage evidence of delivery.  We await further newsflow in H2, but 
take a good level of reassurance from today’s results.  
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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 15.7 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)  4.4x 5.4x 5.7x 5.5x 

PER (x)  7.0x 9.6x 11.7x 11.5x 

Dividend yield  5.8% 6.3% 6.3% 6.3% 

Source: Company Information and Progressive Equity Research estimates 
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H1 provides stability – allowing execution on strategic transformation 

Amino’s H1 FY19 result show that the group has delivered a solid performance despite 
the previously-heralded pressures on revenues.  Sales were down some 16% y/y (in line 
with our expectation for the full-year outcome) but pleasingly, both gross and operating 
margins held up very well – in fact increased – across the period.  Clearly the group 
cannot create long-term value by reducing sales, even at ever-better margin, but this 
result suggests that Amino has managed its way well through the various pressures: 

▪ intense competition from Asia for low-margin high-volume business,  

▪ ongoing macro-economic uncertainty affecting consumer and customer plans, and 

▪ challenges in terms of supply chain around US/China tariffs and trade disruption 

These issues, or Amino’s reaction to them, have led to the reduction in sales, but gross 
and operating margins were well protected as the group chose to forego low-margin 
revenue.  This has led to the margin performance as shown below :  

MARGIN EVOLUTION 

 

Source: Company information 

Additionally, the group was able to generate some $4.4m in operating cash during the 
period (after allowing for the amounts spent on capitalised development costs). 

Within the performance, we note that geographically the group has seen roughly-similar 
declines across most major geographies (North and Latin America, and Europe all down 
c15-25%) for different reasons in each location, but in all cases driven by customer 
caution, a drive to higher-margin revenues and various individual customer decision 
processes.  

We also see a very modest increase y/y in recurring revenue (although not representing 
growth compared to H2 FY18).  This is, we understand, due to planned price-downs on 
certain contracts – not lost relationships – and should be offset as new revenues come 
on stream in H2.   

The group has seen CAPEX in H1 at a lower level than we had anticipated – so we 
reduce our FY19 CAPEX total forecast from $4.4m to $3.5m.  We have reduced our 
EBITDA expectations and our forecast deprecation by some $0.3m in each case, leaving 
our adjusted PBT unchanged at a forecast of $10.0m for the FY19.  
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Two final positive points relate to costs – the group has successfully implemented a $5m 
reduction in annualised costs as part of the transformation programme, and the RNS 
notes that Amino is “starting to see pricing and supply constraint pressures on key 
components easing”…historically the group has suffered as component price increases 
(and lack of availability) have impacted on both revenue and margin. It is pleasing to see 
both aspects on cost – COGS and administrative expenses likely to exhibit improvement 
in H2.  

 

Additional early evidence of successful transition  

As well as a “stable” H1 performance, today’s RNS provides a number of positive 
reminders of the successful ongoing transition towards higher-margin revenue of a more 
recurring nature.  By way of reminder, this relates mainly to the provision of value-added 
software products, mainly for operators looking to provide OTT or other IP-driven routes 
to their content.  Professional services and hardware will only be provided as part of the 
solution where such provision can be achieved at good margin and where it helps with 
the overall customer proposition.  Lower-margin hardware-only deals will be less 
frequent.  

The key wins/announcements during H1 which provide comfort around the success of 
this transition were : 

▪ AminoOS – this is the software platform which underpins Amino’s offering, and which 
is powering a range of end customer propositions, as well as being sold in its own 
right.  During the period, this software platform saw its first material sale through the 
ODM (Original Design Manufacturer) channer partnership structure – essentially a 
reseller providing the software to a third-party end user 

▪ AminoOS ENGAGE – this SaaS platform to allow customers to monitor service 
delivery and service assurance has seen an increase of some 33% in user numbers 

▪ AminoTV – this next-generation multimedia content delivery system has seen a 22% 
increase in user numbers – it has now also been sold on a multi-tenanted hosted 
platform for the first time, to two customers in the Netherlands (Delta and Caiway)  

▪ AminoVU – these devices (which are powered by the AminoOS software stack) 
continue to be sold to operators looking to use fibre infrastructure to add 
customers…an example was the sale to Entel in Bolivia 

 

Although these wins are positive and material steps in the right direction, the very 
nature of recurring-revenue delivery means that the impact on P&L (and margin 
in particular) will take time to show through.   

We await further news during H2 and beyond as to how the group is continuing to 
effect this transition, and as customers see the successful delivery of early 
examples, we would expect activity levels (and profitability) to build over time.  
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Financial Summary: Amino Technologies 

Year end: November ($m unless shown)      

      

PROFIT & LOSS  2017 2018 2019E 2020E 

Revenue  96.1  88.9  70.7  68.9  

Adj EBITDA  20.5  16.8  15.7  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  14.7  16.2  

Free Cash flow  15.3  9.5  11.2  12.7  

FCF per share (c)  20.9  13.0  15.3  17.3  

Capex  (6.3) (4.8) (3.5) (3.5) 

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  4.0  5.5  

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  24.2  29.5  

      
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%) (6.2%) 3.1% 

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)  0.9 1.0 1.3 1.3 

EV/EBITDA (x)  4.4 5.4 5.7 5.5 

EV/NOPAT (x)  6.0 8.0 9.0 8.8 

PER (x)  7.0 9.6 11.7 11.5 

Dividend yield  5.8% 6.3% 6.3% 6.3% 

FCF yield  14.2% 8.9% 10.4% 11.8% 
 

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. 


