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Lower sales but returning to profitability
N+1 Singer view
The return to profitability is encouraging, albeit the delay in a Middle Eastern project has tempered the H2
performance as reflected in our forecasts below. Importantly, the balance sheet has strengthened markedly with net
cash of over $2.0m comfortably exceeding our expectation of $0.5m net debt. We retain our expectations for FY16 at
this stage, with the rate of improvement encouraging and the Middle Eastern contract still pending, and await more
detail on trading with the finals in March.

Trading update
Last week’s trading update stated that, as expected, H2 had seen an improvement in trading and a return to
profitability, assisted by earlier management cost reduction initiatives. Sales were, however, lower than anticipated in
H2, largely due to a delay in a Middle Eastern project, meaning that profitability will be lower than our expectations.
Operating profits are expected to exceed $0.5m in H2 following the H1 operating loss of $1.3m. The H1 sales decline of
29% slowed to c.18% in H2.
Focused working capital management has meant that net cash is significantly better than expected; the year end
balance of net cash was expected to exceed $2.0m compared to our forecast of net debt of $0.5m.
Full year results are expected to be announced on 3rd March.

Impact on earnings & valuation
We have assumed H2 profitability of $0.6m and have therefore reduced FY15 forecasts from PBT of $0.5m to $(0.7)m
(EPS from 6.2c to (9.3)c). In FY16, we retain our expectations at this stage, with the H1:H2 rate of improvement
encouraging and the Middle Eastern contract still pending, and await more detail on trading with the finals in March.
We assume a strong improvement in cashflow and move from our previous expectation of year end net debt of $0.5m
to net cash of $2.5m; and on the retained FY16 forecasts, we expect net cash to improve further in FY16 to $3.8m.
Given this balance sheet strength, we retain the FY15 final dividend expectation of 5.0p.

Financials and valuations**
Year end Dec
Revenue ($m)
EBITDA (adj.) ($m)
PBT (adj.) ($m)

2013

2014^

2015E

2016E

50.1
3.8

82.5
5.6

47.0
0.2

52.0
4.1

3.3

4.3

-0.7

3.0

EPS (Adj., FD) (¢)

36.3

60.5

-9.3

37.9

Consensus EPS (¢)
DPS (pence)

11.0

17.0

6.4
5.0

37.7
12.0

1.3

2.6

2.5
96.1

3.8
4.4

n/m
2.5

7.5
6.2

Net cash/(debt) ($m)
EV/EBITDA (x)
P/E (x)
Dividend yield (%)

^ 17 month period
* Price as at COB 05/01/2016. ** Sources: N+1 Singer, Company accounts, FactSet
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investment research. However, the firm does have procedures in place to manage conflicts which may arise in the production.
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This document has been prepared and issued by N+1SCM on the basis of publicly available information, internally developed data and other sources
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various sources believed to be reliable, but has not been independently verified by N+1SCM. N+1SCM does not warrant the completeness or
accuracy of such information and does not accept any liability with respect to the accuracy or completeness of such information, except to the
extent required by applicable law. Any opinions, projections, forecasts or estimates in this report are those of the author only, who has acted with a
high degree of expertise. They reflect only the current views of the author at the date of this report and are subject to change without notice. N+1SCM
has no obligation to update, modify or amend this publication or to otherwise notify a reader or recipient of this publication in the event that any
matter, opinion, projection, forecast or estimate contained herein, changes or subsequently becomes inaccurate, or if research on the subject
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their own appropriate investigations that they deem necessary. Any loss or other consequence arising from the use of the material contained in
this publication shall be the sole and exclusive responsibility of the investor and N+1SCM accepts no liability for any such loss or consequence. In
the event of any doubt about any investment, recipients should contact their own investment, legal and/or tax advisers to seek advice regarding
the appropriateness of investing. Some of the investments mentioned in this publication may not be readily liquid investments. Certain
transactions, including those involving futures, options, and high yield securities, give rise to substantial risk and are not suitable for all investors.
Investors should be aware of the additional and special risks associated with securities and investments in emerging markets. Consequently it may
be difficult to sell or realise such investments. The past is not necessarily a guide to future performance of an investment. The value of investments
and the income derived from them may fall as well as rise and investors may not get back the amount invested. Some investments discussed in
this publication may have a high level of volatility. High volatility investments may experience sudden and large falls in their value which may
cause losses. International investing includes risks related to political and economic uncertainties of foreign countries, as well as currency risk. To
the extent permitted by applicable law, no liability whatsoever is accepted for any direct or consequential loss, damages, costs or prejudices
whatsoever arising from the use of this publication or its contents.
N+1SCM has written procedures designed to identify and manage potential conflicts of interest that arise in connection with its research business.
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