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Enlarged group on track
Nine-month results present the performance of the enlarged group as if MTI
Computer Software and Services (1982) and MTI Wireless Edge (MWE) had
been together since inception. The merger with MWE’s largest shareholder
was completed in August and has brought numerous benefits – increasing
revenue by a third, broadening the product set, diversifying the business and
eliminating secondary listing fees. The companies operated in
complementary spaces in the military and communications markets and
already worked closely together. Despite the disruption of the merger
process, the enlarged group has grown at the top and bottom lines. Small
changes to P&L forecasts around tax and we increase our cash forecast by
$0.4m for FY18. Our fair value of 38p/share, equivalent to an FY18 PER of
17.4x (14.9x), falling to 14.1x (11.7x), represents a 120% upside to the current
price. The current price is offering a yield of 7.4% (FY18) and 9.2% (FY19).
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Group performance – Pro forma revenue increased 2% to $25.9m, gross profit
by 5.5% to $8.7m, operating profit by 7% to $1.9m and EPS by 10% to $1.81.
Operating cost savings from the merger started to come through in Q3. Cash
increased $1.9m to $5.3m with operating cashflow ($1.7m) and sale of
investments ($2.0m) more than offsetting the dividend ($1.1m). Net cash was
$3.8m. Shareholders’ equity increased $0.3m YTD to $19.9m, ≈ 17.8p/share.
Mottech – Revenue in the division supplying wireless remote control solutions for
water management and irrigation applications grew 9.8% to $10.6m. The outlook
remains positive as organisations in the public and private sector contend with
water shortages. In October, MWE announced its first contract in Mozambique for
a commercial farm where the system will automatically and accurately irrigate
and fertilise crops by remote control. Management estimates that this could
represent an addressable market of c. $65m in Mozambique alone.
Antennas – Segment profit increased $0.4m to $0.4m in spite of revenue declining
6.3% to $9.4m reflecting good performance in higher margin business lines
(military and millimetre wave).
New divisions – Revenue at Representation, where MWE represents >40
international RF and Microwave companies into Israel, increased 6.2% to $4.7m
with 12.6% growth in Q3. Systems Engineering, aerostat operation, remains the
smallest division and subject to project timing and revenue fell 18% to $1.0m.
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2016A

2017A

2018E

2019E

REVENUE

23,276

34,653

36,238

39,400

ADJUSTED EBITDA

2,138

3,089

3,671

4,362

ADJUSTED PBT

1,206

2,448

2,821

3,552

1.42

1.75

2.20

2.71

ADJUSTED EPS (p)
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DPS (p)
CASH

0.78

1.56

1.25

1.56

1,962

3,695

4,624

5,601

PER (x)

24.3

9.7

7.7

6.3

DIVIDEND YIELD (%)

4.6%

9.2%

7.4%

9.2%

Source: Company; Allenby Capital.
*Adjusted PBT and EPS exclude one-off charges and share based charges
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DISCLAIMER
Allenby Capital Limited (“Allenby”) is incorporated in England no. 6706681; is authorised and regulated by the Financial Conduct
Authority (“FCA”) (FRN: 489795) and is a member of the London Stock Exchange. This communication is for information only it
should not be regarded as an offer or solicitation to buy the securities or other instruments mentioned in it. It is a marketing
communication and non-independent research, and has not been prepared in accordance with the 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. The cost of Allenby research product on independent companies is paid for by research clients.
This communication is for the use of intended recipients only and only for distribution to investment professionals as that term is
defined in article 19(5) of The Financial Services and Markets Act 2000 (Financial Promotion) Order 2005. Its contents are not
directed at, may not be suitable for and should not be relied upon by anyone who is not an investment professional including retail
clients. Any such persons should seek professional advice before investing. For the purposes of this communication Allenby is not
acting for you, will not treat you as a client, will not be responsible for providing you with the protections afforded to clients, and
is not advising you on the relevant transaction or stock. This communication or any part of it do not form the basis of and should
not be relied upon in connection with any contract.
Allenby uses reasonable efforts to obtain information from sources which it believes to be reliable. The communication has been
prepared without any substantive analysis undertaken into the companies concerned or their securities, and it has not been
independently verified. No representation or warranty, express or implied is made, or responsibility of any kind accepted by
Allenby its directors or employees as to the accuracy or completeness of any information in this communication. Opinions
expressed are our current opinions as of the date appearing on this material only and are subject to change without notice. There
is no regular update series for research issued by Allenby.
No recommendation is being made to you; the securities referred to may not be suitable for you and this communication should
not be relied upon in substitution for the exercise of independent judgement. Neither past performance or forecasts are a reliable
indication of future performance and investors may realise losses on any investment. Allenby shall not be liable for any direct or
indirect damages including lost profits arising from the information contained in this communication.
Allenby and any company or persons connected with it, including its officers, directors and employees may have a position or
holding in any investment mentioned in this document or a related investment and may from time to time dispose of any such
security or instrument. Allenby may have been a manager in the underwriting or placement of securities in this communication
within the last 12 months, or have received compensation for investment services from such companies within the last 12 months,
or expect to receive or may intend to seek compensation for investment services from such companies within the next 3 months.
Accordingly, recipients should not rely on this communication as being impartial and information may be known to Allenby or
persons connected with it which is not reflected in this communication. Allenby has a policy in relation to management of conflicts
of interest which is available upon request.
This communication is supplied to you solely for your information and may not be reproduced or redistributed to any other person
or published in whole or part for any purpose. It is not intended for distribution or use outside the European Economic Area except
in circumstances mentioned below in relation to the United States. This communication is not directed to you if Allenby is
prohibited or restricted by any legislation or registration in any jurisdiction from making it available to you and persons into whose
possession this communication comes should inform themselves and observe any such restrictions.
Allenby 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 does not accept
liability.
By accepting this communication, you agree that you have read the above disclaimer and to be bound by the foregoing limitations
and restrictions.
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David Johnson is the author of this research recommendation. David Johnson is employed by Allenby Capital Limited as an Equity
Analyst.
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. 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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