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 - 21.05.18 (GFIN.L, TEK.L, CER.L, TPG.L)
Gfinity plc* (GFIN.L, 15.7p/£45.1m)
Board changes: Garry Cook appointed Executive Chairman (17.05.18)
•

Garry Cook, an existing Gfinity Non-Executive Director, has been appointed Executive Chairman with
immediate effect. Garry has extensive experience in the sports, media and entertainment sectors. Prior to
joining Gfinity, Garry was Chief Brand Officer for the mixed martial arts organisation the Ultimate Fighting
Championship (UFC) that was acquired by a consortium led by WME-IMG for a reported $4bn in 2016.
Prior to that, Garry was CEO for Manchester City Football Club and President of Nike Inc's 'Jordan Brand'.
Tony Collyer has stepped down with immediate effect.

•

Separately, June sees the debut of the Elite Series in Australia in conjunction with HT&E. Logitech and Dell
(Alienware) are sponsoring the event that will take place at a purpose-built arena at the Hoyts Entertainment
Quarter in Moore Park, Sydney. The six teams involved are city-based (Perth, Sydney, Brisbane and
Melbourne) and will compete in Rocket League, Counter-Strike: Global Offensive and Street Fighter.

Allenby Capital comment: eSports shares many of the same elements as traditional sports and traditional
sports are becoming more actively involved in the sector given its increasing popularity - the global audience is
expected to reach 500m people by 2020. Garry Cook brings considerable expertise from the traditional sports
industry as well as being part of the successful commercialisation of UFC, a sport that has grown rapidly into a
major industry with multiple associated revenue streams (media rights, sponsorship, ticketing, merchandising
etc). Gfinity Australia Elite Series represents the first overseas expansion for the event and the company is
looking to expand into other markets.
* Allenby Capital acts as Nomad and Broker to Gfinity plc

Tekcapital plc* (TEK.L, 17.0p/£7.2m)
Belluscura private placement (17.05.18)
•

Following the placement announced 14th February, Belluscura, Tekcapital's medical devices portfolio
company, has completed a further tranche in its private placement to raise an additional $603k in new
equity and converted loans equal to c. $78k at 18p/share - the same price as the February fundraising. This
gives Belluscura a post-money valuation of c. $4.3m - placement remains open. Tekcapital's ownership now
represents c. 33% (from 39%).

Allenby Capital comment: Belluscura was established in December 2015 by Tekcapital to provide premium
proprietary medical devices at affordable prices by acquiring exclusive licences, then manufacturing and selling
devices deemed to be non-core or undervalued by major medical device companies. The initial product portfolio
from Stryker is protected by an IP portfolio of 19 issued and pending patents and industrial designs. Belluscura
had been exploring an IPO but terminated that process in December. Belluscura has already launched three
products with two more products in development, the CURV oxygen concentrator and Snap III level of
consciousness monitor, where the additional funds will be deployed.
* Allenby Capital acts as Nomad and Joint Broker to Tekcapital plc
Allenby Capital's coverage on Tekcapital plc is available here

Cerillion plc (CER.L, 145p/£42.8m)
Interims: Solid H1, Skyline gaining some traction (14.05.18)
•

Revenue +11% to £8.4m with existing customers accounting for 80% of total revenue and recurring revenue
rose 15% to £2.5m. Adj. EBITDA +6% to £1.6m and adj. PBT flat at £0.7m. Net cash generated from
operations increased to £2.9m (H1 FY17: £1.8m) and net cash was £2.5m (FY17: £1.6m).

•

New order intake was £7.9m and included a major new contract with Sure, a European telecommunications
operator. This is worth an initial £5.0m and the total potential value is c. £8.4m over five years. The back
order book was £15.4m (H1 FY17: £14.7m) included £11.4m of sales contracted but not yet recognised. The
weighted sales pipeline is estimated to be £20.4m including £16.5m of new business.

•

Skyline, Cerillion's cloud-based billing and subscription management system, is starting to gain some
commercial traction although it remains a small proportion of total revenue. Skyline is broadly applicable to
any industry is much faster to implement and will mean Cerillion is less exposed to the timing of large
enterprise deals.

Allenby Capital comment: Solid H1 performance with Cerillion deriving the majority of revenue from its
substantial and longstanding installed base. The company's suite of modules for billing, charging and CRM is highly
regarded in the industry and appeared in the 'Visionaries' quadrant of Gartner's Magic Quadrant for Integrated
Revenue and Customer Management for CSPs for a second year. Although telecom operators continue to invest
in their BSS/OSS systems, sales and implementation cycles for these enterprise deployments remain long and the
Skyline offers shorter cycles, albeit lower deal sizes. Shares are trading on a fairly undemanding FY18 PER of 13.8x
falling to 13.2x in FY19 and yielding 3.2% and 3.5%.

TP Group plc (TPG.L, 7.25p/£55m)
Meeting with management: Expanding the service offering (14.05.18)
•

Meeting with management on the back of April's finals that saw revenue increase 39% to £29.5m and adj.
EBITDA +142% to £2.6m. Order intake +88% to £44.7m and the closing order book was £32.1m (+89%).
This included small contributions from two companies acquired in February 2017 (ALS Technologies and
Flexible Software Solutions). There was the further acquisition of Polaris Consulting in December.

•

Closing net cash of £21.9m (FY16: £9.2m) was bolstered by July's £20.8m (net) placing and offset by the
acquisitions made (£2.5m net of cash acquired) and investment in its Advanced Manufacturing Centre in
Manchester (£1.3m). There was also a substantial increase in working capital (£6.1m) with included the
delay of a payment (£2.6m) that was expected in FY17 and was received in January and the early receipt of a
payment in FY16 (£2.2m).

•

Cash will be used for further acquisitions to bolsters its Engineering and Services divisions. The company
has been looking at businesses that span a number of sectors that include space, aviation, complex control
systems, transportation and cyber security. That said, the market is competitive and acquisitions need to be
earnings' enhancing.

•

Since the finals, the company has announced (02.05.18) the award of a second call off by the MoD under the
framework contract for Combined Oxygen Generating Systems (COGS), first announced in April 2017. The
call off, worth c. £12.5m, is for a number of COGS units and ancillary items and are expected to be delivered
by 2026. It has also been awarded (30.04.18) two contracts worth an initial £1.8m by the MoD through its
Enterprise Technical Alliance (ETA) initiative - the first contracts of scale to be awarded to TPG under the
ETA initiative.

Allenby Capital comment: TP Group has undergone a transformation over the past couple of years as
management has focused on specialist services and engineering. The maritime business, in particular the provision
of COGS for submarines, represents a long term profitable revenue stream and TPG has a substantial share of the
market outside Russia, China and the US. The engineering business in Manchester has successfully diversified
away from the oil and gas industry. The addition of the services business has enabled TPG to sell more into its
existing customer base and expand the base further. TPG has significant cash to deploy for further acquisitions to
expand its capabilities and grow the customer base. Adjusting for the net cash, the shares are trading on an
EV/EBITDA of 9.6x FY18 and 6.9x FY19 having seen a recovery since the start of April (+39%).
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