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 28.01.19 (ECSC.L, BOOM.L, FBT.L, CCT.L, MWE.L)
ECSC Group plc* (ECSC.L, 115p/£10.5m)
Pre-close FY18 trading update: Firmly back on track (22.01.19)
Note published
Allenby Capital comment: ECSC Group is the UK’s longest running full service cyber security provider
(Consultancy, Managed Services and Incident Response). It has long-term relationships with >200 blue-chip
customers across multiple vertical sectors and provides investors with exposure to the ongoing growth in the
cyber security market. ECSC has invested in its technology (including AI) and service capability and can offer its
clients a full suite of cyber and information security services and is one of very few mid-market providers with
24/7/365 Security Operations Centre (SOC) cover. This integrated and comprehensive offering represents a key
differentiator. Having grown steadily at c. 20% per annum prior to IPO in 2016, ECSC stumbled in its 2017
expansion programme. Today’s in-line trading update demonstrates that this distraction is now firmly behind it
with FY18 revenue growth of >30% with profitable trading in October and November. The outlook is positive
with cyber security high on the corporate agenda and we expect the company will return to sustained profit in
2019. The current share price fails to reflect its current operations or the growth potential and we set a fair value
of 170p/share, equivalent to an FY20 EV/Sales of 1.8x, an EV/EBITDA of 13.5x.

•

Separately (28.01.19), the company announced that it has received an Award for Excellence at PCI London
for its work within the payment card industry for the third year in a row. The award is for ECSC's
implementation of 24/7/365 cyber security monitoring from its global PCI certified Security Operations
Centre, utilising its AI Kepler technology.

* Allenby Capital acts as Nomad and Broker to ECSC Group plc.
Allenby Capital's coverage on ECSC Group plc is available here

Audioboom plc* (BOOM.L, 1.275p/£15.0m)
FY trading update: Strong revenue growth, reduced losses (21.01.19)
•

FY18 (13 months) revenue increased 92% to $11.7m, albeit at the lower end of the range provided in
October's trading statement ($11.5m to $13m) and adj. LBITDA reduced 9.8% to $5.2m (previous LBITDA
guidance of $4.5m to $5.5m).

•

Revenue grew significantly in the final four months of FY18 and revenue per 1,000 listens in the US (eCPM)
increased 36% between May and December 2018 to $25.87. The brand advertiser count was 160 in
December, compared with 130 in May. These KPIs reflect the continued general growth in the podcasting
sector and Audioboom's specific success in attracting more advertisers to its content.

•

Group cash at year end was $1.6m, the same as at 30 September and Audioboom was operating cash flow
breakeven in Q4. Although trading was weighted to the final quarter, management has focused on cash
collection.

•

Further substantial growth is expected in FY19 given pre-booked advertising campaigns and content
acquisition. As flagged in November's trading update, the Audioboom Originals Network (AON) now has a
slate of twelve owned and operated podcasts and co-produced shows with more than two million downloads
per month in October 2018. Key titles include Covert, Mafia and Dead Man Talking. A further three shows
are scheduled for release in Q1. Other recent high-profile additions include Jonathan Ross, George Ezra and
Heston Blumenthal.

Allenby Capital comment: Strong end to FY18 as the podcast market continues to grow rapidly and more
advertisers are drawn to Audioboom's platform and content. As revenue for the first 9m was c. $5.8m, this
suggests revenue of $5.9m in the final four months. The level of LBITDA has also reduced with LBITDA of $2.9m
in H1 and $2.3m in the final seven months. Audioboom is a proven end-to-end podcasting platform provider
with a network of third-party channels and owned and operated content that is attracting a broad base of
advertisers that is looking to reach podcasting's growing audience.
* Allenby Capital acts as Nomad and Joint Broker to Audioboom plc.
Allenby Capital's coverage on Audioboom plc is available here

Forbidden Technologies* (FBT.L, 8.5p/£25.1m)
Contract win: High profile (28.01.18)
•

Contract with Peloton, the high profile international fitness company, for FBT's Blackbird cloud video
platform. Peloton will use Blackbird to edit the daily on-demand virtual classes given by its cycling
instructors from its two studios in New York and the one that is scheduled to open in London in 2019.
Peloton is also diversifying into new fitness areas with classes in treadmill running and yoga.

•

Peloton sells exercise bikes with screens as well as standalone subscription service with live and on-demand
virtual fitness classes available to its one million rider community. There are 14 daily live classes and >8,000
on-demand classes with duration of five to 120 minutes.

•

Blackbird will significantly reduce the time it takes for Peloton to make high-quality, on-demand videos
available. Blackbird Edge will sync the live streams into Blackbird Cloud where Peloton's media production
team can edit the content. Blackbird also enables the storage and archiving of edited classes retaining the
original audio layout where users can customise their choice of instructor and music.

•

Commercial terms were not disclosed though management reports that the fees payable are not substantial
on a one-year basis.

Allenby Capital comment: Peloton represents a high-profile contract win and strengthens the company's
position in the US, a core element of its growth strategy, following its success with MSG Networks, TownNews
and Deltatre. Blackbird's cloud-based video editing software will provide Peloton with speed to market, the
ability to manage streams from multiple studios as well as the functionality to enable users to personalise the
content.
* Allenby Capital acts as Nomad and Broker to Forbidden Technologies plc.

The Character Group plc* (CCT.L, 530p/£110.6m)
Trade awards: Supplier of the year (24.01.19)
•

Character Group's principal trading subsidiary, Character Options, was awarded 'Supplier of the Year' at last
week's annual Toy Industry Awards at The London Toy Fair trade show.

•

In addition, Soft'n Slo Squishies, the slow rising memory foam, won the Craze of the Year category. The
brand was a top performing item in 2018 and one of the best sellers for Character Options. Two other brands
were nominated: Peppa Pig in pre-school and Bubbleez as another brand in the craze category.

•

In terms of 2019, the company showcased Slimi Cafe that combines slow rising foam and slime, the largest
Peppa Pig range to date to celebrate its 15th anniversay and Mighty Beanz, a new collectible range.

Allenby Capital comment: The London Toy Fair provides CCT the opportunity to showcase its range of
products for 2019 to chains and independents. Management reported positive feedback to the new range and
range extensions and the company is maintaining the momentum reported in January's trading update with
stocks under control, a strong balance sheet and a proven and balanced product portfolio of 'ever-green' and
'craze' lines. Forecasts and fair value of 596p/share, equivalent to FY19 11.6x, remain unchanged.
* Allenby Capital acts as Joint Broker to The Character Group.
Allenby Capital's coverage on The Character Group is available here

MTI Wireless Edge plc* (MWE.L, 19p/£10.5m)
Proposed change of CEO (23.01.19)
•

Proposed appointment, subject to GM, of Moni Borovitz, currently CFO, as CEO of the company - the
current CEO, Dov Feiner, will remain as a board director and as general manager of MWE's antenna
division.

•

Separately, it announced a share repurchase programme of up to £150k that will run from 28.01.19 until no
later than 26.07.19. The maximum price paid will be equal to 105% of the five-day average. The Ordinary
Shares may be resold, under appropriate circumstances, and the proceeds may be used to make further
purchases.

Allenby Capital comment: The proposed promotion of Moni Borovitz to CEO is a logical step. As a result of
the completion of the merger with MTIC, the MWE now has four operating divisions. Borovitz is responsible for
the overall group activity and strategy while each division is managed day to day by its general manager. Dov
Feiner has run the Antenna division for more than 20 years. Post the appointment, MWE's existing financial
controller (who has been with the company for 20 years) will take on the financial management of the company.
* Allenby Capital acts as Nomad and Joint Broker to MTI Wireless Edge Ltd.
Allenby Capital's coverage on MTI Wireless Edge Ltd is available here
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.
Research recommendation disclosure
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.

Allenby Capital
5 St Helen’s Place London EC3A 6AB
+44 (0)20 3328 5656
www.allenbycapital.com

