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AMINO IS A RESEARCH CLIENT OF 
PROGRESSIVE 

 

Strongly positioned to deliver growth  
IPTV pioneer Amino has a strong track record of solid profitability 
and cash generation. However, recent years have not seen revenue 
growth. Following on from the recent positive trading statement, last 
week’s analyst teach in gives further confidence that this may be 
about to change, and today’s contract announcement provides 
additional evidence of delivery. Amino is exposed to a number of 
favourable industry trends, and now has a product offering that 
positions it well to capture emergent growth opportunities. 

§ The recent trading update provided assurance on the full-year financial 
outcome. The company announced the return of the traditional 
second-half revenue weighting, and the company expects to report 
FY2014 revenue in line with market expectation. On our forecasts, this 
implies second-half revenue growth of 24%, compared with a 19% 
decline in the first half.  

§ Longer-term, Amino stands to benefit from a number of favourable 
industry trends. These include the increasing ubiquity of Internet- 
Protocol connectivity, the emergence of 4k TV and HEVC to drive 
increased end-user demand for IPTV and the increasing sophistication 
of set-top-boxes, connected hubs and media servers to facilitate 
delivery of these higher-bandwidth services, and extend functionality.  

§ Amino now has the product set and distribution capability to capture 
the resulting growth opportunities. Amino has a broad range of set-top-
boxes, targeted at specific market segments. These are backed up by 
a versatile software stack to maximise STB functionality. New products 
such as the Home Reach monitoring and control offering provide new 
functionality attractive to end users, but highly appealing to service 
providers in their churn reduction efforts  

Last week’s analyst teach in gives further confidence in the Amino growth 
story. The overall tone was very positive; a broad range of material was 
covered, including commentary around industry themes, and a description 
of the product line-up. 

Some of the industry trends are already well known and understood within 
the investment community. Perhaps less appreciated is Amino’s position 
to be a beneficiary. This note attempts to depict the industry shifts, and 
demonstrate how Amino is positioning itself well to return to growth, while 
retaining strong margins and good cash conversion. 
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FYE  NOVEMBER 2011 2012 2013 2014E 2015E 

Revenue (£m) 51.8 41.7 35.9 35.9 38.6 

Adjusted EBITDA (£m) 4.5 6.2 6.0 6.3 6.7 

Adjusted PBT (£m) 1.8 2.9 3.4 3.6 3.9 

Adjusted EPS (p) 3.3 5.6 6.3 6.8 7.3 

EV/Sales 0.6x 0.8x 0.9x 0.9x 0.9x 

EV/ Adj. EBITDA 7.4x 5.3x 5.5x 5.2x 4.9x 

P/E 29.4x 17.1x 15.1x 14.0x 13.0x 

Source: Company Information and Progressive Equity Research estimates 

AMINO TECHNOLOGIES 
TECHNOLOGY HARDWARE AND EQUIPMENT 



27 October 2014 

 

 
2 

Positioned for sales growth 
Investors familiar with Amino will be well aware of the company’s strong history of solid 
profitability, cash generation and over recent years, its progressive dividend policy. 
However, consistent revenue growth has proved somewhat elusive. Arguably, topline 
expansion has been the obvious gap in an otherwise very positive investment case. 
Recent news flow gives confidence that the company is well positioned to add revenue 
growth to the mix. In particular, we note: 

§ In the recent trading update (13/10/14), the company announced trading has 
returned to the traditional second half weighting, and the company expects to report 
revenue in line with market expectation for the second half of fiscal-2014. Note our 
re-iterated expectation of FY 2014 revenue of £35.9m, represents a flat outcome 
YoY but implies growth of 24% for H2.   

§ In last week’s analyst teach in, the company provided plenty of evidence that it is 
well placed to benefit from broader industry trends. Furthermore, having released a 
number of new products in 2014, it is well placed to capture emergent growth 
opportunities.  

§ Today’s announced contract win, with the A150 product being adopted by a leading 
European operator for deployment in the Netherlands market. 

In this note, a selection of these favourable industry trends will be discussed, along 
with analysis of the product offerings that position the company well to capture the 
resulting growth opportunities. The key message for investors is that market trends 
towards IP delivery of entertainment services are helping Amino. Amino has the 
hardware and software expertise to build the platform of choice.  

Favourable industry trends 
There are a number of favourable trends influencing the Set-Top-Box (STB) market:  

§ Internet Protocol (IP) communication is becoming ubiquitous 

§ 4k/UHD and HEVC will drive end-user take-up of IPTV 

§ The emergence of the cloud as a service delivery platform 

§ End-user demand for content everywhere 

§ The evolution of the STB into the connected hub and media server 

In aggregate, the trends are driving increasing sophistication of STBs and IPTV 
platforms. Historically the box was little more than a dumb terminal for subscribers to 
access video content. Its future lies as a media server, with clients delivering IP-
content to multiple screens in the home.  

These trends are discussed in further detail below.  

IP is becoming ubiquitous 

Internet Protocol (IP) is the de facto common denominator in intelligent networking. 
Essentially it is the language by which devices communicate, thereby facilitating 
delivery of a common-suite of services.  
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According to Cisco1, the number of IP-enabled devices will be nearly twice as high as 
the global population in 2018. The expectation is for three networked devices per 
capita by 2018, up from nearly two networked devices per capita in 2013. In absolute 
terms, this forecast implies 20.6bn connected devices in 2018, up from 12.4bn in 2013.  

The report also contains forecasts of particular relevance to Amino. Cisco expects 
global IPTV subscribers to grow by 13.5% annually until 2018 to 186m. . This will drive 
a significant growth in IP traffic, where the expectation is for a 33% CAGR 2013-18 in 
video to TV bandwidth usage. 

The role of the CableTV operators is particularly insightful. Their legacy networks 
typically use a hybrid fibre/coaxial infrastructure to offer TV, voice telephony and data 
services. In order for Cable operators to grow in this new environment, they are turning 
to hybrid/IP and pure IP service delivery models. This will enable them to both extend 
the customer reach of their service – so-called ‘off-net’ services and deliver new multi-
screen services that consumers are demanding. Fundamentally, the move to IP will 
also free up network capacity for broadband users in their existing network. 

4k/UHD and HEVC will drive end-user takeup of IPTV 

4k is the next evolution in consumer video. Whereas the current FullHD TV standard 
offers a resolution of 1920x1080 or 2 megapixels, 4k or Ultra High Definition TV (UHD) 
offers four times the resolution, at 3840x2160. Greater resolution means more detail 
and depth to the picture. Furthermore, 4k also has improved colour definition, and 
frame rates over the FullHD standard. 

Based upon the experience with the Full-HD standard TV, mass-adoption of UHD is 
some years away. FullHD remains the current industry benchmark for TVs and video 
content. However, commercial deployments of UHD IPTV are already commencing. 
Korea Telecom launched a service throughout South Korea in September 2014. NTT 
Plala’s 4k service is scheduled to launch before month-end. In Europe, Vodafone has 
recently announced it will launch a service in Germany in H1 2015.  

Service providers are expected to use the dawn of 4k as a key service differentiator – 
which has certainly been the case with early-adopter Netflix. However, from the 
infrastructure provider’s perspective, a 4x increase in bandwidth would cause alarms 
over potential for network congestion, and remedial cost.  

The industry response has been the development of a new standard for video 
compression and distribution called High-Efficiency Video Coding (HEVC) or H.265. 
This has been tested to deliver the same visual quality at a 40-50% reduction in 
bandwidth compared to the H.264 standard utilised in the FullHD standard. Whilst this 
comes at the cost of a higher in-device processing-power requirement, in practice, 
H.265 allows HD content to be delivered in just 2Mb/s of bandwidth. This opens up 
new opportunities for operators to extend the reach of HD service delivery to 
previously poorly served parts of the network. HD viewing is therefore essentially 
available to all.  

The Cloud 

There are two key areas for PayTV operators to use the cloud. 

§  Using a third-party infrastructure (and not their own) to deliver content. (the so-
called OTT, or Over-The-Top) business model. Globally, a number of OTT service 
providers have emerged utilising the cloud to deliver services – for example Sky’s 
NowTV in the UK and Amazon Prime Video and Netflix internationally.  

                                                        
1 Cisco Visual Networking Index, June 2014  
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§ Shifting CPU intensive processes to the cloud in order to deliver services to low-
powered devices.  

In both cases, opportunities are created for STB vendors. OTT video can often be 
accessed via a PC, or increasingly a smart piece of consumer electronic hardware 
such as a TV or Blu-ray player. However, in order to guarantee end-user experience 
levels, service providers often prefer a dedicated STB. The primary benefit to service 
providers of the second scenario is a cost-saving in the STB via the reduced 
computing power requirement.    

Content Everywhere 

UK-based readers may be familiar with mobile operator EE’s recent TV advertising 
campaign marketing their 4G mobile service. Much of this emphasized the video 
service offering. For the unfamiliar, the campaign used Hollywood actor Kevin Bacon 
to inform customers of the ability of the service to pause/resume a video when needed, 
and across devices, and also watch TV. 2.  

Although presented in a light-hearted, non-technical way, and coming from the UK’s 
largest mobile phone network operator, these adverts capture a number of trends in 
the consumer TV and video markets: 

§ Customers now expect access to content wherever and whenever they want 

§ “Catch-up” viewing, or timeshifting, is becoming increasingly important – as 
evidenced by BBC iPlayer. Whereas traditionally a PC or laptop was the device 
typically used for timeshifting, increasingly this usage is migrating to the main family 
TV.  

§ Operators are increasingly focussed on consistent “brand experience” across 
multiple screens – be they the main television, smartphone or tablet. 

§ Customers are increasingly familiar with the ability to pause and resume playback 
across media and access devices.  

§ Customers are increasingly demanding multi-screen and multi-stream in the home.  

A complex architecture is required to deliver competitive services, requiring close 
interoperability of all components involved in service delivery. Amino having control 
over the STB, and the software stack underpinning it, is well placed to offer service 
providers the tools to enable long-term customer relationships.  

  

                                                        
2 A number of the advertisments are available at www.youtube.com/ Search for Kevin Bacon EE 
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Evolution of the STB 

STB manufacturers are using increasing sophistication of boxes as a growth driver. 
Key stages in the development are shown in the following chart. 

IP STB evolution 

 

Source: Parks Associates: Set Top Boxes Analysis and Forecasts.  

As shown, the IP STB has seen three distinct stages to its life. Initially, it was an 
appliance to access an enhanced TV service. Stage two saw some simple 
enhancements to functionality – for example the ability to access the web or use the 
device as a media extender for content held on a PC. Stage three has seen the 
implementation of more sophisticated applications, such as video conferencing and 
two-way interaction with television programmes. Amino in particular is going beyond 
the services listed above in stage three. The Home Reach monitoring and control 
product in particular combines additional hardware such as cameras and sensors with 
the STB to build a complete home monitoring service.   

A further driver of STB development is the competitive threat from “Smart” consumer 
electronics devices such as TVs and Blu-ray players. In this context, “Smart” means 
the in-built ability to run applications (e.g. a web browser) and access services over the 
internet, such as streaming video.  
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Clearly there is a degree of overlap with this functionality being traditionally included in 
a STB, which raises issues over the increased competitive threat to STB 
manufacturers. It is also true that the core components of a home media gateway, i.e. 
user authentication, rights management, and interface can all be software-based and 
ported to different devices. However, a STB has key advantages to the service 
provider over a SmartTV, in particular 

§ Customiseability. Service providers can receive greater brand visibility and control 
over the user interface and applications. The latter is particularly important since it 
permits greater opportunities to sell further applications and services.  

§ Upgradeability: SmartTVs typically have a fixed feature set, with upgrades being 
depdendent on the manufacturer. In contrast, STBs can be updated with a 
frequency determined by the service provider. Furthermore, certain apps (for 
example Youtube) are disappearing from SmartTVs as manufacturers do not keep 
pace with platform upgrades.  

§ Cost: A STB is typically far cheaper to replace than a TV,  
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Amino is well placed to deliver growth 
So having discussed Amino’s exposure to favourable industry trends, analysis will now 
turn to Amino’s positioning to capture growth opportunities.  Amino has a clear strategy 
to deliver growth. It has a segmented core product offering, addressing different pricing 
points. It also offers a number of augmented products, which meet key end-user 
demands. Lastly, 2014 has seen a number of enhancements to Amino’s distribution 
capability.   

Clear strategy to focus on growth 

Amino has a stated strategy to broaden the addressable market through product 
innovation. The roadmap for growth is summarised in the following chart.  

AMINO growth roadmap 

 

Source: Company information 

The strategy has three key elements: 

§ Refresh product portfolio and re-focus sales and marketing towards Tier ½ telcos 
and cable operators. Note the Cable offering is based upon a single device, not 
bespoked for individual operators. Bespoking is costly, so not doing is helpful for 
margins.   

§ Augment core offering with complimentary solutions to enable customers to own 
the connected home 

§ Establish Amino as a preferred solutions partner for IP entertainment delivery any 
time, any place on any screen. 
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Segmented product offering 

Following a number of product launches in 2014, Amino’s core product offering 
remains STBs, connected hubs and media servers, underpinned by an IPTV software 
stack. The stack is important, since it ties together the STB, apps, content and 
middleware3 which are all required to deliver a service.  

These are summarised in the following charts. 

AMINO core product offering 

 

Source: Company information 

As the chart demonstrates, the core product offerings have varying degrees of 
functionality. The compact STB is the basic offering, with a more limited feature set 
and a lower price. At the top end of the range, the Home Media Server STB has 
greatly enhanced functionality, and is able to act as a complete home media hub.  

Complementary products address end-user demands 

In the “Content Everywhere” section of this note, we discussed some of the key end-
user demands for enhanced TV services. To recap, the list includes functionality such 
as live pause and multi-screen access to content.  Amino’s complementary offerings 
are designed to meet some of them, and provide service providers with tools to 
generate incremental ARPU, and reduce churn. The product range is summarised 
below.  

 

                                                        
3 Middleware is a software layer that provides services to applications above and beyond those 
provided by the operating system. Essentially it sits in the middle of the two 
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AMINO complementary solutions 

 

Source: Company information 

The OTT content is two products, TV Appstore and vudu. The former offers a wide 
range of “made for TV” apps. The latter is a movie store, enabling end users to rent, 
buy and watch HD films and TV programmes.  

Timeshift is a small USB flash drive for the existing device range that permits the 
pausing of live TV. This device is designed to plug into low-end devices, and allows 
end-users to pause live TV for up to an hour.   

Home Reach is a combined hardware and software platform to deliver a complete, 
carrier-grade home monitoring and control system. The kits include hardware such as 
IP video cameras, sensors (for example motion and temperature) and plug sockets 
that interface with an Amino STB and are controllable via an IOS or Android device.  

Perception is a cloud-based platform to deliver OTT multiscreen TV to the 
home/tablet/smartphone. This is a particularly powerful product offering. At low cost, it 
allows any service provider with access to content and the ability to transcode into 
HEVC the ability to use the cloud to deliver a multi-screen, multi-device service to an 
Amino A150 STB hub. Cable TV operators can use this platform to deliver off-net 
services. Other service providers can use the platform to deliver virtually any services 
currently delivered via cable or satellite.   

These products are typically developed with partners, so involve relatively little 
incremental opex and capex by Amino.  
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Notes 
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Financials 
 

FINANCIAL FORECASTS 
Year ended November FY-11 FY-12 FY-13 FY-14 FY-15 

 
£m £m £m £m £m 

Profit & Loss Act Act Act Est Est 
Revenue £m 51.8 41.7 35.9 35.9 38.6 
Adj EBITDA £m 4.5 6.2 6.0 6.3 6.7 
Adj EBIT £m 1.8 2.9 3.3 3.6 3.9 
Reported PBT  (0.6) 2.9 4.2 3.6 3.9 
PBT before exceptionals and AAG 1.7 2.9 3.4 3.6 3.9 
Fully adj PBT 1.8 2.9 3.4 3.6 3.9 
NOPAT 1.8 2.9 3.3 3.6 3.9 
Reported EPS  (0.4) 5.4 7.8 6.7 7.2 
EPS before exceptionals and AAG 3.1 5.5 6.4 6.7 7.2 
Fully adj EPS 3.3 5.6 6.3 6.8 7.3 
Dividend per share p 2.0 3.0 3.5 4.0 4.5 
Cash flow & Balance sheet 

     Operating cash flow 13.7 6.0 7.1 6.0 6.4 
Free Cash flow £m 11.6 3.0 4.4 3.3 3.6 
FCF per share p 21.4 5.7 8.3 6.3 6.8 
Capex  (2.7)  (2.3)  (2.9)  (2.5)  (3.5) 
Acquisitions 0.0 0.0 0.0 0.0 0.0 
Net cash flow 11.6 3.0 2.1 1.7 0.8 
Shares issued  (1.1) 0.0 0.3 0.0 0.0 
Net cash/(debt) 14.1 17.1 19.5 21.2 22.1 
            
Metrics FY-11 FY-12 FY-13 FY-14 FY-15 
Revenue growth 17.8% -19.5% -14.0% 0.0% 7.7% 
Adj EBITDA growth 496.7% 40.0% -3.2% 4.9% 5.5% 
Adj EBIT growth 69.2% 63.9% 14.8% 9.1% 7.7% 
Adj PBT growth 67.8% 66.3% 16.4% 6.0% 7.7% 
Adj EPS growth 75.6% 72.0% 12.8% 8.1% 7.7% 
Dividend growth 

 
50.0% 15.0% 15.0% 12.5% 

Adj EBIT margins 3.4% 6.9% 9.2% 10.1% 10.1% 
Operating cash conversion 308.1% 95.5% 116.7% 95.3% 95.5% 
Capex/Depreciation 99% 67% 106% 91% 125% 
            
Valuation FY-11 FY-12 FY-13 FY-14 FY-15 
EV/sales 0.6 0.8 0.9 0.9 0.9 
EV/EBITDA 7.4 5.3 5.5 5.2 4.9 
EV/NOPAT 18.8 11.5 10.0 9.1 8.5 
PER 29.4 17.1 15.1 14.0 13.0 
Dividend yield 2.1% 3.1% 3.6% 4.2% 4.7% 
FCF yield 22.4% 5.9% 8.7% 6.6% 7.1% 

  

Source: Progressive Equity Research estimates 
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