
 

 

Please find below our weekly update covering themes that we feel that are of interest to investors and participants 

in the small and mid cap TMT sector as well as commentary on recent newsflow. The cost of Allenby Capital's 

research on individual clients is paid for by our research clients. 

For the purpose of MIFID II, the content of the following email qualifies as “non-substantive material or 

services consisting of short term market commentary on the latest economic statistics or company results” and 

so can be treated as ‘acceptable minor non-monetary benefits’ and not as ‘chargeable research’ per the 

European Commission’s Delegated Directive of 7.4.2016. 

TMT UPDATE - 05.02.18 (GFIN.L, NWT.L, FTC.L)  

Gfinity plc* (GFIN.L, 22.2p/£48.7m) 

Hashtag United joins Elite Series (02.02.18) 

• Hashtag United will join the third season of the Elite Series, due to start in March. Hashtag United was 

founded in 2016 by Spencer Owen, a FIFA gamer best known for his Spencer FC YouTube channel. Hashtag 

is headquartered in London. Spencer FC and Hashtag United have a combined YouTube audience of c. 2.3m 

and Hashtag has >160k Twitter, 300k Instagram followers and its FIFA team has 1m fans. 

• February sees the HaloWC LAN Event at the Gfinity area that will be available on Mixer.com and Twitch.tv. 

Gfinity continues its twin strategy of  

Allenby Capital comment: Gfinity has increased the roster of teams to ten from eight with Season III and the 

four new teams (Team Vitality, Fnatic, ARES and Hashtag United) enjoy much higher profiles in the esports 

industry with existing followings across global tournaments in their own rights. Their inclusion represents a major 

endorsement of Gfinity's innovative tournament and should help to increase audience numbers and thereby make 

the Series more attractive to potential advertisers, broadcasters and sponsors. 

* Allenby Capital acts as Nomad and Joint Broker to Gfinity 

Newmark Security* plc (NWT.L, 1.05p/£4.9m) 

H1:  Progress in Sateon and Workforce Management (30.01.18) 

• H1 FY18 revenue fell 1.2% to £8.2m with the Electronic Division (Grosvenor: Sateon and Janus) +5.9% to 

£4.0m and Asset Protection (Safetell) -7.6% to £4.2m. Operating losses halved to £0.3m and the cash 

outflow reduced substantially to £0.7m (H1 FY17: £2.4m). Cash balance of £0.6m (H1 FY17: £1.9m; FY17: 

£1.4m). 

• Safetell: revenue reduction was mainly a function of the run off of the Network Transformation Programme 

at the Post Office - cash handling equipment sales were down 67.4%. Product revenue excluding cash 

handling equipment (Eclipse Rising Screens, Fixed Glazing and Secure Panel Systems) increased 56.7%. 

Services revenue +14%. Trading conditions remain challenging with budget cuts and the cancellation of 

planned works by several customers. Cost reductions benefited H1 and further cuts have been undertaken in 

H2. 



• Grosvenor: Growth in revenue in the Sateon range (+23% to £1.3m) more than offset the fall in the legacy 

Janus range (-35% to £665k). Microsoft's end of support for the 32-bit Windows OS that Janus runs on has 

meant no new Janus system sales. There is an ongoing base with recurring software service agreements that 

is likely to gradually erode and represents an upgrade opportunity to Sateon. Sateon Advance has been well 

received with unit sales up 86% in H1 and average revenue per system +21%.  

• Workforce Management: H1 revenue +21% to £2.0m. RS series products +32% in the UK and the Linux 

based IT series +33% including a contract with one of the world's largest steel producers. Ongoing supply 

agreements for the IT51 Linux based workforce management terminal with Workforce Software and an OEM 

variant of Sateon Advance is to be supplied to a leading European workforce management provider. 

• Revenue in the US +17% to $0.7m and a Vice President of Sales has been appointed to focus on the US 

market. Discussions remain ongoing with a tier one human capital management (HCM) provider about an 

OEM variant of the GT-10 Android based terminal. Negotiations underway with a second tier one potential 

customer. 

Allenby Capital comment: Continued progress in Sateon and Workforce Management somewhat masked by 

the challenging conditions facing Safetell and the reduction in the legacy Janus business. Management has taken 

steps to reduce costs and also focus resources on the higher growth areas of the business. The contracts with two 

workforce management providers and discussions with another HCM provider are encouraging and will provide 

much greater sales and marketing reach although such deals have long gestation periods. Meanwhile the Sateon 

access control product set has seen a CAGR of 59% in the three years to 31st October 2017. This is a market where 

Newmark has considerable experience and the latest family of smart controllers support plug-in expansion 

modules or 'blades' that minimise cable runs and increase flexibility.  

 * Allenby Capital acts as Nomad and Broker to Newmark Security plc 

Filtronic plc (FTC.L, 10.1p/£19.8m) 

Interims: Poor short term revenue visibility mars mid-term growth story 

(30.01.18) 

• Revenue down 40.7% to £12.8m with adj. operating profit halving to £0.9m. Drop reflects the completion of 

large orders with an OEM for antennas. This reduction was partially offset by strong sales of filter products 

to telecoms and public safety market customers. 

• H2 now expected to be similar to H1 (below previous expectations) however unwind in working capital 

should result in better cash generation. H1 operating cash flow was £0.4m and net cash was £2.8m. Working 

cap and capex benefits from use of Chinese CEM. 

• Selected by a leading mobile telecoms infrastructure OEM to develop a Massive MIMO antenna product that 

will offer a 3x capacity increase. Project is customer funded. Complex systems offer better margins than the 

commodity end of the market that has become dominated by Chinese manufacturers. 

• A second multi-year defence contract secured from a tier 1 European defence equipment supplier for another 

variant of advanced radar transmit-receive module but the production ramp has slipped into H2 following 

problems in the supply base. 

• Approved as a vendor by a top four US MNO to supply 5G Evolution antennas. The strategy to develop MNO 

customers should help to reduce FTC's exposure to OEMs where revenues have proved lumpy. 

• Good demand for filter products for public safety communications. This market offers good margins and has 

demonstrated good growth over the past few years and there is scope for further growth. High Altitude 

Pseudo-Satellites (HAPS) also offers growth over the next few years. 



Allenby Capital comment: H1 was always going to be a struggle against a tough comparative period that 

included a large antenna order but FTC managed to remain in profit and cash generative. Visibility on the 

antenna business remains limited and Filtronic is reducing its reliance on telecoms network infrastructure OEMs 

with sales to MNOs and other communication markets (including public safety, defence and aerospace and high 

altitude pseudo-satellites) but that is taking time. Further out there is the prospect of 5G and Filtronic has the 

necessary skills and experience. In the interim, there is further spend to expand 4G capacity. Assuming a similar 

H2 performance to H1 would suggest a FY18 EPS of 0.8p, putting FTC on a PER rating of 12.6x - fair given the 

somewhat patchy recent track record.  
  

 

DISCLAIMER 

This document is issued by Allenby Capital Limited (Incorporated in England No.6706681), which is authorised 

and regulated by the Financial Conduct Authority (“FCA”) for designated investment business, (Reg No. 489795) 

and is a member of the London Stock Exchange. 

This document is for information only and should not be regarded as an offer or solicitation to buy the securities 

or other instruments mentioned in it. It or any part of it do not form the basis of and should not be relied upon in 

connection with any contract. For the purposes of this communication you are a corporate finance contact of 

Allenby Capital and not a client. As a corporate finance contact Allenby Capital is not acting for you and will not 

be responsible for providing protections afforded to clients of the Firm or advice on the relevant transaction. 

Allenby Capital Limited uses reasonable efforts to obtain information from sources which it believes to be reliable 

but the contents of this document have been prepared without any substantive analysis being undertaken into the 

companies concerned or their securities and it has not been independently verified. No representation or 

warranty, either express or implied, is made nor responsibility of any kind is accepted by Allenby Capital Limited, 

its directors or employees either as to the accuracy or completeness of any information stated in this document. 

This document is a marketing communication and has not been prepared in accordance with legal requirements 

designed to promote the independence of investment research; and is not subject to any prohibition on dealing 

ahead of the dissemination of investment research. 

Opinions expressed are our current opinions as of the date appearing on this material only. The information and 

opinions are provided for the benefit of Allenby Capital Limited clients as at the date of this document and are 

subject to change without notice. There is no regular update series for research issued by Allenby Capital Limited. 

No personal recommendation is being made to you; the securities referred to may not be suitable for you and 

should not be relied upon in substitution for the exercise of independent judgement. Neither past performance 

nor forecasts are a reliable indication of future performance and investors may realise losses on any investments. 

Allenby Capital Limited and any company or persons connected with it (including its officers, directors and 

employees) may have a position of holding in any investment mentioned in this document or a related 

investment and may from time to time dispose of any such securities or instrument. Allenby Capital Limited may 

have been a manager in the underwriting or placement of securities to the issuers of securities mentioned in this 

document within the last 12 months, or have received compensation for investment banking services from such 

companies within the last 12 months, or expect to receive or may intend to seek compensation for investment 

banking services from such companies within the next 3 months. Accordingly recipients of this document should 

not rely on this document being impartial and information may be known to Allenby Capital Limited or persons 



connected with it which is not reflected in this material. Allenby Capital Limited has a policy in relation to the 

management of the firm’s conflicts of interest which is available upon request. 

Allenby Capital Limited shall not be liable for any direct or indirect damages, including lost profits arising in any 

way from the information contained in this material. This material is for the use of intended recipients only and 

only for distribution to professional and institutional investors, i.e. persons having professional experience in 

investments who are authorised persons or exempted persons within the meaning of the Financial Services and 

Markets Act 2000 of the United Kingdom (such persons who do not have professional experience in matters 

relating to investments should not rely on this material), or persons who have been categorised by Allenby 

Capital Limited as Professional Clients or Eligible Counterparties. It is not intended for Retail Clients.  Retail 

investors should seek professional, independent advice before investing.    

This document is being supplied to you solely for your information and may not be reproduced, re-distributed or 

passed to any other person or published in whole or in part for any purpose. The material in this document is not 

intended for distribution or use outside the European Economic Area except in the circumstances mentioned 

below to recipients in the United States. This material is not directed at you if Allenby Capital Limited is 

prohibited or restricted by any legislation or regulation in any jurisdiction from making it available to you and 

persons into whose possession this material comes should inform themselves about, and observe, any such 

restrictions. The cost of Allenby Capital’s research product on individual companies is paid for by our research 

clients. 

Allenby Capital Limited may distribute research in reliance on Rule 15a-6(a)(2) of the Securities and Exchange 

Act 1934 to persons that are major US Institutional investors, however, transactions in any securities must be 

effected through a US registered broker-dealer. Any failure to comply with this restriction may constitute a 

violation of the relevant country’s laws for which Allenby Capital Limited does not accept responsibility. 

By accepting this document you agree that you have read the above disclaimer and to be bound by the foregoing 

limitations / restrictions. 

RESEARCH RECOMMENDATION DISCLOSURE 

David Johnson is the author of this research recommendation. David is employed by Allenby Capital Limited as 

an Equity Analyst. 

 

Tel: 020-3394-2977 

Email: d.johnson@allenbycapital.com 

Unless otherwise stated the share prices used in this publication are taken at the close of business for the day 

prior to the date of publication. 

* denotes that Allenby Capital acts as an Adviser to the Company 

Information on research methodologies, definitions of research recommendations, and disclosure in relation to 

interests or conflicts of interests can be found at www.allenbycapital.com 
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