
   

www.progressive-research.com   
This publication should not be seen as an inducement under MiFID II regulations. 

 Please refer to important disclosures at the end of the document. 

 

6 May 2022 

SDI GROUP 

INDUSTRIALS 
 

 

SDI.L 

 151p 

Market Cap: £154.3m 
 

SHARE PRICE (p) 

 
12m high/low 217p/138p 

Source: LSE Data (priced as at prior close) 

 

KEY DATA 

Net (Debt)/Cash £1.1m (at 31/10/21) 

Enterprise value £153.2m 

Index/market AIM 

Next news Prelims - July 2022 

Shares in Issue (m) 102.2 

Chairman Ken Ford 

Chief Executive Mike Creedon 

CFO Jon Abell 

 

COMPANY DESCRIPTION 

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

www.thesdigroup.net 
 

Record year expected  
SDI Group has published a trading update for the year ended 30 April 2022. 
Revenue for the full year is ahead of our, and market, expectations, with 
management now expecting £49.0m for FY22, up 40% on FY21 (£35.1m) and 
£2.1m ahead of our forecast. The update also states that adjusted PBT is 
expected to be in excess of £10.5m (FY21: £7.4m), ahead of our forecast of 
£9.8m. This statement, alongside recent acquisitions, shows management’s 
ability to deliver record results despite the intermittent Covid recovery and 
inflationary supply chain pressures. We have adjusted our FY22 and FY23 
figures to reflect this good news, and look forward to the final results in July 
as an opportunity revisit our FY23 estimates and introduce FY24 forecasts. 

▪ Strong organic and acquisitive growth. Group revenue for the year is 
expected to increase by 40% year on year (YoY) to £49.0m, with organic 
revenue growth of over 20% YoY, building further on the 19% achieved 
last year. The Atik Camera business continues to enjoy strong demand 
from PCR OEM manufacturers. Operational cash performance is expected 
to be strong once again, and we forecast year-end net debt of 
approximately zero, which includes c.£8.6m of cash acquisition 
consideration paid during the year.  

▪ Acquisitions integrating well. SDI reports positive additional sales 
contributions from recently acquired businesses Monmouth Scientific 
(acquired December 2020), Uniform Engineering (February 2021) and the 
two major acquisitions completed during 2022, Scientific Vacuum Systems 
(£4.9m, January 2022) and Safelab Systems (£7.7m, March 2022).  

▪ We have adjusted our FY22 estimates following the announcement, 
raising revenue to £49.0m from £46.9m and adjusted EBITDA to £12.6m 
from £11.8m. We increase our FY23 estimates by similar amounts, and will 
revisit these again following the final results in July, when we will also 
introduce FY24 forecasts.  

We believe SDI Group has demonstrated its ability execute on its buy and 
build strategy, consistently beating market expectations by some margin 
over the past few years. It has delivered a positive trajectory in terms of 
revenue growth, including organic growth, delivering an EPS CAGR of 30% 
over the past five years. We expect further EPS growth of 33% in FY22, with 
a forecast ROCE of 26%. As end markets return to normal and acquisitions 
deliver, SDI appears well-positioned to continue to grow underlying organic 
revenue and profitability, with management expecting to deliver “another 
record year” in FY23.  
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FYE APR (£M) 2019 2020 2021 2022E 2023E 

Revenue 17.4 24.5 35.1 49.0 53.1 

Adj EBITDA 4.0 6.0 9.5 12.6 13.6 

Fully Adj PBT 3.0 4.3 7.4 10.5 10.6 

Fully Adj EPS (p) 2.8 3.4 6.0 7.9 8.4 

EV/Sales (x) 8.8x 6.3x 4.4x 3.1x 2.9x 

EV/EBITDA (x) 38.6x 25.5x 16.1x 12.2x 11.2x 

PER (x) 53.3x 44.0x 25.3x 19.0x 18.1x 

Source: Company Information and Progressive Equity Research estimates. 
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Strong track record 

Management has guided that it will achieve organic revenue growth of over 20% YoY in 
FY22, building on the 19% achieved in FY21, resulting in over 40% organic growth in the 
past two years. This is significantly ahead of the organic growth rates of 4%, 5% and 11% 
for FY20, FY19 and FY18, respectively. Recent growth has been driven by Covid-19 related 
revenue in SDI’s Atik Camera business, which continues to see strong demand from PCR 
OEM manufacturers, with favourable upfront cashflows. We are confident that further 
top-line growth will be driven by increased order intake from the subsidiaries that were 
hit by the pandemic and by full-year contributions from recent acquisitions. We also 
anticipate that pandemic-related contracts will continue during 2023. The update 
confirms that SDI has no material direct exposure to Ukraine or Russia. 

Growth trajectory 

 

Source: Company Information and Progressive Equity Research estimates 

SDI Group has a proven track record of delivering significant earnings growth from the 15 
businesses acquired over the last 9 years, in addition to positive organic growth. Revenues 
grew 45% organically over the pandemic, and we forecast further organic growth in 
2023. Adjusted EPS has increased by a CAGR of 30% over the past five years and we forecast 
33% growth in EPS in FY22.  

ROCE progression and Capital Employed 

  

Source: Company Information and Progressive Equity Research estimates 
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SDI’s growing profit has led to a favourable ROCE trend of 23% last year, improving to 26% 
for FY22 on our forecasts. Capital employed has also increased by a CAGR of 35% over the 
past five years and we forecast a further 38% in increase for FY22. The combination of 
successfully growing ROCE whilst also increasing the amount of capital employed highlights 
the successful execution of its buy and build business model. 

Forecast record results demonstrate growth trajectory 

The expected strong FY22 performance against a backdrop of intermittent Covid recovery 
demonstrates the resilience of SDI’s diversified group of companies. We believe that SDI is 
in a strong position to deliver further meaningful growth throughout FY23E.  
 

Track record and estimates 

 

Source: Company Information and Progressive Equity Research estimates 

 
 
The group is in a strong position financially with good operational cash flows; the cash 
conversion ratio was 123% in FY21 and we expect a similar cash performance for FY22. It 
also has a significant available loan facility of £20m with HSBC. Management continues to 
seek targeted acquisitions of small/medium-sized companies with high-quality niche 
technologies that have sustainable profits and cashflows.  
 

Outlook 

The outlook remains positive with further organic growth and acquisition uplift expected, 
demonstrating continued commercial demand for the niche technologies that SDI 
provides. SDI has entered its current financial year (FY23E) from a position of strength, and 
we look forward to further positive updates. 
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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  49.0  53.1  
Adj EBITDA 4.0  6.0  9.5  12.6  13.6  
Adj EBIT 3.1  4.6  7.7  10.5  10.8  
Reported PBT 2.1  3.3  5.6  9.0  9.3  
Fully Adj PBT 3.0  4.3  7.4  10.5  10.6  
NOPAT 3.6  5.8  6.7  8.6  8.4  
Reported EPS (p) 2.0  2.6  4.6  6.3  6.9  
Fully Adj EPS (p) 2.8  3.4  6.0  7.9  8.4  
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  12.2  10.6  
Free Cash flow 2.2  3.0  9.3  8.7  6.8  
FCF per share (p) 2.4  3.1  9.5  8.7  6.8  
Acquisitions (6.8) (5.2) (4.1) (12.4) (2.4) 
Disposals 0.0  0.0  0.0  0.0  0.0  
Shares issued 2.4  0.1  0.2  0.2  0.0  
Net cash flow 0.0  2.8  (1.3) (0.7) 3.4  
Overdrafts / borrowings (4.1) (9.3) (3.1) (4.4) (3.9) 
Cash & equivalents 2.5  5.3  3.8  4.0  7.4  
Net (Debt)/Cash (1.6) (4.0) 0.8  (0.4) 3.5  

      
NAV AND RETURNS 2019 2020 2021 2022E 2023E 
Net asset value 17.1  20.1  26.8  34.1  41.7  
NAV/share (p) 17.6  20.6  27.2  33.5  41.7  
Net Tangible Asset Value 0.8  3.9  4.1  9.1  10.7  
NTAV/share (p) 0.8  4.0  4.2  9.0  10.7  
Average equity 14.8  18.6  23.4  30.4  37.7  
Post-tax ROE (%) 20.4% 23.4% 31.7% 34.4% 28.1% 

      
METRICS 2019 2020 2021 2022E 2023E 
Revenue growth 40.6% 40.6% 43.2% 39.8% 8.3% 
Adj EBITDA growth 51.5% 51.5% 57.7% 32.5% 8.5% 
Adj EBIT growth 48.4% 48.4% 67.3% 36.4% 2.6% 
Adj PBT growth 43.7% 43.7% 70.5% 41.0% 1.5% 
Adj EPS growth 21.2% 21.2% 74.0% 32.9% 5.4% 
Dividend growth N/A N/A N/A N/A N/A 
Adj EBIT margins 18.8% 18.8% 22.0% 21.4% 20.3% 

      
VALUATION 2019 2020 2021 2022E 2023E 
EV/Sales (x) 8.8 6.3 4.4 3.1 2.9 
EV/EBITDA (x) 38.6 25.5 16.1 12.2 11.2 
EV/NOPAT (x) 42.5 26.3 22.9 17.8 18.3 
PER (x) 53.3 44.0 25.3 19.0 18.1 
Dividend yield N/A N/A N/A N/A N/A 
FCF yield 1.6% 2.1% 6.3% 5.7% 4.5% 

 

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 
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