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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 
 

FY21 Results 

Strong FY21 Performance 

In our view, SDI Group has delivered an impressive performance in FY21, 
benefiting from the diversity of its products and end markets. Two product 
lines are benefitting from significant one-off COVID-19 related contracts in 
contrast to weaker demand due to the pandemic in some of its other end 
markets. This has significantly boosted sales and profitability which we 
expect to continue into FY22E. Growth has also been enhanced by the 
acquisition of Monmouth Scientific. Strong cash generation and balance 
sheet strength underpin its acquisition strategy.  

▪ Record revenue and profits. Full-year results were in line with the May 
trading update, with revenue and profits above market expectations. 
Revenue grew by 43.2% to £35.1m and fully adjusted PBT by 70% to 
£7.4m. Organic sales grew by an exceptional 19%, driven by one-off Covid 
related demand, with underlying organic revenue at a similar level to 
FY20. Revenue from acquisitions grew 24%. Management is starting to see 
a recovery in end markets negatively impacted by COVID-19 and SDI has 
entered the first few months of FY22E ahead of budget.  

▪ Strong balance sheet and cash generation support SDI’s acquisition 
strategy. Year-end cash and cash equivalents were £3.8m, with net cash 
of £750k compared to £4m of net debt in FY20.  

▪ Significant one-off COVID-19 related contracts. Atik Cameras benefitted 
from a large order from a global OEM for cameras that are used in PCR 
COVID-19 testing. Likewise, MPB has benefitted from increased demand 
for flowmeters used in ventilator systems to treat COVID-19 patients. Due 
to the lumpy nature of these contracts, to be conservative, we haven’t 
assumed further orders in our FY23E forecasts.  

We believe SDI Group has demonstrated its capability to deliver ongoing 
robust growth. As end markets return to more normal levels it is well-
positioned to continue to grow underlying revenue and profitability, albeit 
returning to a more normal growth profile in FY23E, stripping out the one-
off Covid benefits. We are maintaining our FY22E forecasts but have 
reduced FY23E revenue by 5% to £40m and adjusted PBT by 16% to £7.0m. 
However, 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 42.0 40.0 

Adj EBITDA 4.0 6.0 9.5 10.2 8.5 

Fully Adj PBT 3.0 4.3 7.4 8.7 7.0 

Fully Adj EPS (p) 2.8 3.4 6.0 6.9 5.1 

EV/Sales (x) 9.8x 7.0x 4.9x 4.1x 4.3x 

EV/EBITDA (x) 43.0x 28.4x 18.0x 16.7x 20.0x 

PER (x) 61.2x 50.5x 29.0x 25.1x 33.7x 

Source: Company Information and Progressive Equity Research estimates. 
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FY21 in review 

One-off COVID-19 related contracts boost FY21 and forecast 
FY22E revenue 

SDI has reported FY21 results consistent with its May-21 trading statement which was 
ahead of market expectation. Group revenue increased by 43% to £35.1m (FY20 £24.5m), 
reflecting one-off COVID-19 related contracts within Atik and MPB, relating respectively to 
the testing and treatment of COVID-19. This resulted in £6.1m of one off revenue. 

Organic sales growth was £4.5m or 19%, driven by Atik, with underlying organic revenue 
growth negative, stripping out the £6.1m from specific one off COVID-19 related sales. 
Sales at all other existing businesses ended in aggregate at a similar level to FY20. Revenue 
from acquisitions was £6.2m, including sales from Chell Instruments acquired in Nov-20, 
and sales of Monmouth Scientific and Uniform Engineering, both acquired in FY21.  

Revenue bridge 

  

Source: Company data, Progressive Equity Research. Note Organic growth includes +£6.1m for 
specific one-off COVID-19-related contracts 

 

Increased Profitability 

SDI also reports profits on an adjusted basis, which excludes specific items that can hinder 
the comparison of underlying profitability. The adjusting items are either recurring but non-
cash charges (share-based payments and amortisation of acquired intangible assets) or 
exceptional items (reorganisation costs and acquisition and fundraising costs). Our 
forecasts are stated on the same basis. 

24.5

35.1

2.5
3.7

4.4

0

5

10

15

20

25

30

35

40

Sales 2020 FY effect of
2020

acquisitions

Part year,
2021

acquisitions

Organic
growth

Sales 2021



 

20 July 2021 

 

 
3  SDI Group 

Adjusted EBIT for FY21 increased 67% to £7.7m (2020: £4.6m) driven by increased revenue 
and a reduction in group costs across the business. Whilst management took advantage of 
the UK government’s Coronavirus Job Retention Scheme early on, we are encouraged that 
all businesses have returned to full active employment. Given their one-off COVID-19 
related sales, Atik Cameras and MPB Industries have repaid the government furlough 
subsidy received The total subsidy received was £273k, excluding the repayment. 

Gross profit increased to £22.9m (FY20: £16.6m), with margin reduced to 65.2% (FY20: 
67.8%) due to significant product mix changes, including lower than average gross margins 
at Monmouth Scientific and on the Atik PCR camera sales. Due to the uptick in 
manufacturing throughput and raw materials pricing pressure, costs are increasing. 
Management intends to increase pricing to customers to offset the impact of rising raw 
materials. Costs remain below pre-pandemic levels and additional revenue achieved will 
feed to the bottom line. 

Cash 

Cash generated from operations was £11.7m (FY20: £5.2m), impacted by a £3.5m increase 
in customer advanced payments received, largely attributable to the COVID-related 
contracts in Atik.  

£6.6m was spent on acquisitions in the period. Year-end cash and cash equivalents were 
£3.8m, and loans were £3.1m, with net cash at £750k, compared to £4m of net debt at the 
end of FY20. The committed, but undrawn, loan facility is at £5.0m with the potential to 
increase this facility if required. 

The outstanding consideration of £2.35m for Monmouth and has been paid to the sellers 
since the year-end. As of 30 June 2021, net debt was at £(0.3)m, gross cash of £2.8m. 

It is worth noting the impact of the recent share price increase on profitability and future 
cash flows. Most notably, it results in a £1.4m deferred tax benefit relating to share options 
issued to directors and management. 

Seven year growth track record 

 

Source: Company data, Progressive Equity Research. 
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Business segment and market developments 

Digital Imaging 

Turnover increased 43% in the Digital Imaging business segment to £15.8m (FY20 £11.1m), 
which accounts for 45% of overall Group revenue. Adjusted EBIT in this segment increased 
to £5.2m (FY20: £2.4m), giving a 32.7% adjusted EBIT margin up from 21.6%, benefitting 
from Atik’s orders of cameras from a global OEM for PCR testing.  Atik has secured a 
significant follow-on camera order with this OEM for FY22E. SDI has invested in a larger 
production site in Lisbon, Portugal, and recruited extra R&D and manufacturing staff. 

Demand for products from Atik underwent a dip across all global markets during the first 
quarter of FY21 due to the global shutdown of many academic facilities. However, orders 
in laboratory sectors were higher than usual in H2 as many laboratories returned to 
operating at normal capacity and have a budget to spend. 

Synoptics experienced good sales growth and we expect that its product mix of low-end 
consumable type products and high-end automation will continue to be in demand in 
FY22E. Graticules Optics showed a modest decline. 

Sensors & Control  

Turnover increased 43% in the Sensors and Control segment to £19.3m (FY20 £13.4m) 
which now accounts for 55% of Group revenue. Adjusted EBIT increased to £4.4m (FY20: 
£3.0m), with the adjusted EBIT margin broadly flat at 22.6%.  

In FY21, MPB completed a major contract from a medical devices company Penlon, to 
supply 40,000 human anaesthetic flowmeters for ventilator systems to help treat patients 
suffering from COVID-19. MPB is now in a stronger manufacturing position and has a solid 
order book for veterinary gas anaesthesia flowmeters, and enters FY22E from a position of 
strength.  

Other businesses were impacted by the Pandemic with modest sales declines at Sentek, 
ATC, Chell, and a larger reduction at Astles due to restrictions on service visits, which are 
starting to resume. Overall organic growth declined slightly by 1.4%. 

SDI acquired Monmouth Scientific in December 2020 for £6.1m and Uniform Engineering 
in January 2021 for £0.5m. This has added two new manufacturing sites with clean air 
expertise and, during the COVID-19 pandemic, biological safety cabinets have been in high 
demand. It has also allowed Monmouth, as well as other companies in the Group, exclusive 
access to a key supplier of fabricated metal enclosures. 

These two acquisitions have contributed £3.6m of third-party revenues to SDI in FY21 and 
have been immediately earnings enhancing. 
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Maintaining FY22E and modest downgrade to FY23E 

SDI has started FY22E with a robust order intake across all of its businesses and we expect 
a return to more normal levels of demand in its core laboratory and industrial markets. In 
our view, geographical expansion will also be a key driver of organic growth for the future, 
when travel restrictions are lifted, although SDI has improved its online demonstration 
offering.   

Whilst we do not expect the same level of one-time COVID-related sales, in some life 
science and medical sectors we expect continued investment in testing and treating COVID-
19 which is likely to benefit SDI. We are maintaining our FY22E forecasts and have 
prudently reduced FY23E revenue by 5% to £40m and adjusted PBT by 16% to £7.0m, to 
exclude any further one-time contracts. Within our estimates we haven’t assumed a 
contribution from potential new acquisitions. However, we expect end markets to slowly 
recover, coupled with further acquisition potential, as SDI continues to deliver on its buy 
and build strategy. 

Summary and outlook 

The Group is in a strong position financially with good operational cash flows and a solid 
order book.  Management continues to seek targeted acquisitions, funded by cash flows 
from existing businesses and its £5m undrawn facilities coupled with access to a further 
facility if required. Acquisition targets are small/medium-sized companies with high-
quality, niche technologies that have sustainable profits and cashflows. 

The strong FY21 performance, against the backdrop of the pandemic, demonstrates the 
resilience of the Group with a diversified group of companies. We believe that SDI is in a 
strong position to maintain its successful buy and build business model throughout FY22E.  

The outlook remains positive with further organic growth and acquisitions uplift expected, 
demonstrating continued commercial demand for the niche technologies SDI provides. We 
look forward to further positive updates as SDI Group has entered its current financial year 
(FY22E) from a position of strength. 
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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  42.0  40.0  
Adj EBITDA 4.0  6.0  9.5  10.2  8.5  
Adj EBIT 3.1  4.6  7.7  8.5  6.6  
Reported PBT 2.1  3.3  5.6  7.5  5.7  
Fully Adj PBT 3.0  4.3  7.4  8.7  7.0  
NOPAT 3.6  5.8  6.7  7.1  5.2  
Reported EPS (p) 2.0  2.6  4.6  5.3  4.2  
Fully Adj EPS (p) 2.8  3.4  6.0  6.9  5.1  
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  10.2  8.1  
Free Cash flow 2.2  3.0  9.3  7.3  5.6  
FCF per share (p) 2.4  3.1  9.5  7.4  5.7  
Acquisitions (6.8) (5.2) (4.1) (2.4) 0.0  
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) 0.4  1.1  
Overdrafts / borrowings (4.1) (9.3) (3.1) 0.9  4.9  
Cash & equivalents 2.5  5.3  3.8  4.3  5.4  
Net (Debt)/Cash (1.6) (4.0) 0.8  5.2  10.3  

      
NAV AND RETURNS 2019 2020 2021 2022E 2023E 
Net asset value 17.1  20.1  26.8  30.2  35.0  
NAV/share (p) 17.6  20.6  27.2  30.8  35.7  
Net Tangible Asset Value 0.8  3.9  4.1  4.4  4.5  
NTAV/share (p) 0.8  4.0  4.2  4.5  4.6  
Average equity 14.8  18.6  23.4  29.7  35.0  
Post-tax ROE (%) 20.4% 23.4% 31.7% 29.3% 20.0% 

      
METRICS 2019 2020 2021 2022E 2023E 
Revenue growth 40.6% 40.6% 43.2% 19.8% (4.8%) 
Adj EBITDA growth 51.5% 51.5% 57.7% 7.7% (16.4%) 
Adj EBIT growth 48.4% 48.4% 67.3% 10.9% (22.4%) 
Adj PBT growth 43.7% 43.7% 70.5% 17.5% (19.8%) 
Adj EPS growth 21.2% 21.2% 74.0% 15.8% (25.6%) 
Dividend growth N/A N/A N/A N/A N/A 
Adj EBIT margins 18.8% 18.8% 22.0% 20.3% 16.6% 

      
VALUATION 2019 2020 2021 2022E 2023E 
EV/Sales (x) 9.8 7.0 4.9 4.1 4.3 
EV/EBITDA (x) 43.0 28.4 18.0 16.7 20.0 
EV/NOPAT (x) 47.4 29.3 25.6 24.0 32.9 
PER (x) 61.2 50.5 29.0 25.1 33.7 
Dividend yield N/A N/A N/A N/A N/A 
FCF yield 1.4% 1.8% 5.5% 4.3% 3.3% 

 

Source: Company information and Progressive Equity Research estimates 

 



 

20 July 2021 

 

To arrange a meeting with the management team, or for further information about Progressive, please contact: 
Emily Ritchie 
+44 (0) 20 7781 5311 
eritchie@progressive-research.com 
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