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COMPANY DESCRIPTION 

SDI Group designs and manufactures 
analytical technology products for digital 
imaging, and sensing and control applications. 

www.thesdigroup.net 
 

Acquisition and further Covid contract 

Upgrade to FY22 and FY23 estimates 

SDI Group has announced the acquisition of Scientific Vacuum Systems Ltd 
(SVS), a UK manufacturer of physical vapour deposition equipment, for an 
estimated total consideration of £4.9m (including a £0.9m earnout, payable 
after 30 September 2022), net of £0.6m cash acquired. The initial cash 
consideration is £3.17m, with a further £1.4m cash payment due shortly 
after completion. The acquired business generated £2.5m in revenues and 
£0.7m EBIT for the year to 30 September 2021, with the earnout based on 
£1.1m EBIT. We estimate that the purchase price equates to a reasonable 
5.0x EBIT multiple. The acquisition is expected to be immediately earnings 
enhancing. Management has also confirmed a further order for Atik 
Cameras, from a global OEM, for components used in PCR testing machines. 
We upgrade our forecasts accordingly, with a 3% uplift to our fully adjusted 
operating profit for FY22E and 23% for FY23E.  
 

▪ Additional Covid contract. Atik Cameras has been a strong contributor to 
growth in revenue and profitability in FY21 and FY22E, however existing 
one-off Covid-19 contracts were expected to complete by January 2022. 
Therefore this additional order is good news, highlighting the ongoing 
revenue potential, with the majority of the new order expected in FY23E.  

▪ Upgrade FY22 and FY23. Given the lumpy nature of the one-off Covid-
related contracts, we hadn’t factored additional revenue into our 
forecasts for FY22E or FY23E. With the confirmed new order for Atik and 
the acquisition of SVS, we upgrade revenue from £45.1m to £46.1m for 
FY22E and from £41.0m to £46.1m for FY23E. We raise our estimates for 
adjusted operating profit modestly from £9.5m to £9.8m for FY22E and by 
23% from £7.5m to £9.2m for FY23E. 

▪ Acquisition of SVS highlights balance sheet strength. As at 31 December 
2021, the group had cash of £7.3m, bank debt of £3.0m, and £17.0m of 
undrawn bank facility. This provides significant firepower for further 
possible acquisitions.  

We believe SDI Group has demonstrated its ability to deliver robust growth, 
both organically and through acquisitions. As end markets return to more 
normal levels, SDI is well-positioned to continue to grow underlying 
revenue and profitability. The acquisition is a big step in filling the gap in 
FY23 sales and profits against the challenging levels achieved in FY22, which 
were heavily boosted by over £8m of Covid-related revenues at Atik. We 
expect end markets to slowly recover, coupled with further acquisition 
potential as SDI continues to deliver on its buy and build strategy. 
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FYE APR (£M) 2019 2020 2021 2022E 2023E 

Revenue 17.4 24.5 35.1 46.1 46.1 

Adj EBITDA 4.0 6.0 9.5 11.5 11.3 

Fully Adj PBT 3.0 4.3 7.4 9.6 8.9 

Fully Adj EPS (p) 2.8 3.4 6.0 7.5 6.5 

EV/Sales (x) 11.4x 8.1x 5.6x 4.3x 4.3x 

EV/EBITDA (x) 49.8x 32.9x 20.9x 17.2x 17.5x 

PER (x) 70.6x 58.2x 33.5x 26.6x 30.6x 

Source: Company Information and Progressive Equity Research estimates. 
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Scientific Vacuum Systems acquisition 

We see this acquisition as an encouraging development for SDI Group, confirming that 
management continues to execute on acquisitive growth. There is a sound acquisition 
rationale, with SVS operating as a sizeable standalone yet complementary business to the 
SDI portfolio. We believe that SVS operates in a growth market, albeit with contracts that 
are lumpy in nature.  
 
We expect the transaction to be immediately earnings accretive. SVS generated £2.5m 
revenues and £0.7m EBIT in its last financial year (12 months to 30 September 2021). We 
forecast that the acquisition will add around £0.6m to SDI Group revenues and £0.2m to 
adjusted EBIT in FY22, with a significant contribution of £4.0m to revenue and £1.1m to 
EBIT (based on the earnout value) in FY23E.  
 

SDI Group’s acquisition track record 

Financial 
year 

Month Year Company Segment 
Fair value net 
consideration 

EBIT 
multiple 

FY14 February 2014 Opus Instruments Digital Imaging £1.0m N/A 

FY16 October 2015 Sentek Sensors and Control £2.3m 4.6x 

FY17 January 2017 Astles Control Systems Sensors and Control £4.8m 4.1x 

FY18 August 2017 Applied Thermal Control Sensors and Control £1.1m 5.1x 

 February 2018 Quantum Scientific Imaging Digital Imaging US$0.3m N/A 

FY19 September 2018 Fistreem Digital Imaging £0.7m 3.4x 

 February 2019 Thermal Exchange Sensors and Control £0.9m 4.5x 

 February 2019 Graticules Optics Digital Imaging £3.4m 5.2x 

 April 2019 MPB Industries Sensors and Control £1.5m 4.9x 

FY20 November 2019 Chell Instruments Sensors and Control £5.2m 6.6x 

FY21 December 2020 Monmouth Scientific Sensors and Control £5.8m* 5.8x** 

FY21 February  2021 Uniform Sensors and Control £0.35m 3.5x 

FY22 January  2022 Scientific Vacuum Systems Sensors and Control £5.5m* 5.0x** 
 

Source: Company data, Progressive Equity Research. Note: *Based on estimated earnout (£0.9m for 
SVS). **Based on estimated LTM EBIT (£1.1m for SVS). January 2019 £49k acquisition of Ionscope not 
included in table – product line was ceded to a former employee in FY20. 

Extension to multiyear order 

SDI has confirmed that a further follow-on order has been received by group company Atik 
Cameras from an OEM manufacturer of real-time PCR DNA amplifiers, used in the testing 
of Covid-19 and similar diseases. While the order does not represent recurring business, 
shipments are scheduled to continue into FY23 and we see further upside from Atik 
Cameras leveraging its traction in the PCR market segment.   
 
Similar to the previous one-off order received by Atik Cameras, cash will be paid in advance 
of shipments under this contract. We forecast modest increases of £0.4m and £0.2m in 
revenue and EBIT in FY22, followed by rises of £1.0m and £0.5m in FY23. 
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Financial Summary: SDI Group 

Year end: April (£m unless shown)      
      
PROFIT & LOSS 2019 2020 2021 2022E 2023E 
Revenue 17.4  24.5  35.1  46.1  46.1  
Adj EBITDA 4.0  6.0  9.5  11.5  11.3  
Adj EBIT 3.1  4.6  7.7  9.8  9.2  
Reported PBT 2.1  3.3  5.6  8.3  7.6  
Fully Adj PBT 3.0  4.3  7.4  9.6  8.9  
NOPAT 3.6  5.8  6.7  8.1  7.1  
Reported EPS (p) 2.0  2.6  4.6  5.9  5.6  
Fully Adj EPS (p) 2.8  3.4  6.0  7.5  6.5  
Dividend per share (p) 0.0  0.0  0.0  0.0  0.0  

      
CASH FLOW & BALANCE SHEET 2019 2020 2021 2022E 2023E 
Operating cash flow 3.6  5.2  11.7  10.7  10.4  
Free Cash flow 2.2  3.0  9.3  7.3  7.0  
FCF per share (p) 2.4  3.1  9.5  7.3  7.0  
Acquisitions (6.8) (5.2) (4.1) (6.9) (0.9) 
Disposals 0.0  0.0  0.0  0.0  0.0  
Shares issued 2.4  0.1  0.2  0.0  0.0  
Net cash flow 0.0  2.8  (1.3) (2.1) 5.1  
Overdrafts / borrowings (4.1) (9.3) (3.1) (1.1) (0.6) 
Cash & equivalents 2.5  5.3  3.8  0.2  5.8  
Net (Debt)/Cash (1.6) (4.0) 0.8  (0.9) 5.2  

      
NAV AND RETURNS 2019 2020 2021 2022E 2023E 
Net asset value 17.1  20.1  26.8  33.3  39.6  
NAV/share (p) 17.6  20.6  27.2  32.7  39.6  
Net Tangible Asset Value 0.8  3.9  4.1  5.6  6.3  
NTAV/share (p) 0.8  4.0  4.2  5.5  6.3  
Average equity 14.8  18.6  23.4  30.0  36.5  
Post-tax ROE (%) 20.4% 23.4% 31.7% 31.9% 24.4% 

      
METRICS 2019 2020 2021 2022E 2023E 
Revenue growth 40.6% 40.6% 43.2% 31.5% 0.0% 
Adj EBITDA growth 51.5% 51.5% 57.7% 21.6% (1.8%) 
Adj EBIT growth 48.4% 48.4% 67.3% 26.7% (6.2%) 
Adj PBT growth 43.7% 43.7% 70.5% 29.3% (7.0%) 
Adj EPS growth 21.2% 21.2% 74.0% 25.8% (13.0%) 
Dividend growth N/A N/A N/A N/A N/A 
Adj EBIT margins 18.8% 18.8% 22.0% 21.2% 19.8% 

      
VALUATION 2019 2020 2021 2022E 2023E 
EV/Sales (x) 11.4 8.1 5.6 4.3 4.3 
EV/EBITDA (x) 49.8 32.9 20.9 17.2 17.5 
EV/NOPAT (x) 54.9 34.0 29.6 24.4 27.7 
PER (x) 70.6 58.2 33.5 26.6 30.6 
Dividend yield N/A N/A N/A N/A N/A 
FCF yield 1.2% 1.6% 4.7% 3.6% 3.5% 

 

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: 
Keith Hodgskiss 
+44 (0) 20 7781 5300 
khodgskiss@progressive-research.com 

Disclaimers and Disclosures 
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equity research services, and the companies researched pay a fee in order for this research to be made available.  This report has been 
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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 
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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.  
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