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 18.03.19 (ECSC.L, FBT.L, STAR.L, MWE.L)
ECSC Group plc* (ECSC.L, 110p/£10.0m)
Finals: Better utilisation drives gross margin (13.03.19)
Note published
Allenby Capital comment: FY18 performance in line with forecast and January’s pre-close statement for
ECSC, the UK’s longest running full service cyber security provider (Consultancy, Managed Services and Incident
Response). There was 35% organic revenue growth to £5.4m as ECSC continues to take market share while adj.
EBITDA losses reduced £2.3m to £0.6m (ACLe: £0.7m) - ECSC returned to profit in Q4. This substantial
reduction in losses reflected the combination of increased revenue, higher gross margin from increased capacity
utilisation and 2018’s cost control programme. The Consulting division saw a good mix of new and repeat
business and some of these clients fed into new Managed Services business. The new Partner Programme,
launched in Q4, provides additional routes to market. The outlook is positive as cyber security remains high on
the corporate agenda and forecasts for FY19 remain unchanged – indicating a return to sustained profit.
Although the share price has moved up 41% since our initiation in January, it still fails to reflect ECSC’s current
operations or the growth potential and we maintain our fair value of 170p/share, equivalent to an FY20 EV/Sales
of 1.8x, an EV/EBITDA of 13.5x.
* Allenby Capital acts as Nomad and Broker to ECSC Group plc.

Forbidden Technologies plc* (FBT.L, 7.25p/£21.0m)
Finals: Growth in North America (12.03.19)
•

Revenue +15% to £0.9m, invoiced sales +34% to £1.0m, deferred revenue +57% to £230k and the contracted
order book +40% to £0.3m. Operational spend, including capex, increased 11.3% to £3.0m and EBITDA loss
increased 8.1% to £2.0m. Year-end cash was £5.0m (FY17: £1.8m) following June's oversubscribed £5.4m
(net) placing.

•

In line with the company's strategy, recurring infrastructure sales increased to 53% of invoice sales (FY17:
48%) and North America has doubled to represent 25% of total invoiced sales. Contract wins include a sixfigure deal with TownNews and a contract with Peloton, the global fitness company.

•

Post period end, Forbidden signed an expansion to its IMG Media to rapidly clip, edit and publish live sports
video content. This represented FBT's first multi-year agreement with IMG. Forbidden has also established
the Blackbird Production Partnership for post-production houses to resell Blackbird.

•

During the year, Forbidden started to transition Blackbird over to JavaScript. This will enable access and use
of Blackbird on any device and makes it easier to for adoption by OEMs. Forbidden has also invested in its
commercial team, particularly in North America.

Allenby Capital comment: Signs of progress against the strategy set out by Ian McDonagh, who joined as
CEO in 2017. North America is the largest and most developed addressable market for Blackbird, Forbidden's
patented cloud video platform that enables the rapid editing and distribution of video. The contracts with
TownNews and IMG represent strong endorsements of Blackbird as distributing content quickly and efficiently is
central to their businesses. Forbidden continues to move the product set forward and the move to JavaScript
makes it easier to integrate Blackbird into OEM software products. This will provide many more routes to
market. Commercialisation is still at an early stage but following last June's placing, the company is well
capitalised.
* Allenby Capital acts as Nomad and Broker to Forbidden Technologies plc.

Starcom plc* (STAR.L, 1.3p/£2.8m)
Finals: Positive newsflow for 2019 (18.03.19)
Note published
Allenby Capital comment: Starcom, the developer of wireless solutions for the remote tracking, monitoring
and protection of assets and people, has announced FY results in line with January’s trading update. A
combination of increased revenue and higher gross margin resulted in a $0.2m reduction in adj. EBITDA loss to
$8k and the company was breakeven in H2. 2018 saw progress commercially and in the product set and
newsflow post period end has been encouraging with contracts for the existing products (Helios, Kylos and Tetis)
and the forthcoming Watchlock Lokie has generated considerable levels of interest. As a result, further higher
margin revenue growth should result in Starcom moving into sustainable adj. EBITDA profit in FY19. The
balance sheet remains tight, however, although the situation has improved somewhat with the receipt part of the
funds from the North Africa contract announced last November.
* Allenby Capital acts as Nomad and Joint Broker to Starcom plc.

MTI Wireless Edge Ltd* (MWE.L, 21p/£11.5m)
Finals: Diversified growth opportunities (13.03.19)
Note published
Allenby Capital comment: Final results from MTI Wireless Edge, the technology group focused on
communication and radio frequency solutions, were in line with expectations with reported revenue growth of
35% to $35.5m and operating profit +82% to $2.9m. FY18 was dominated by the merger with MTI Computers
Software and Services (1982) (MTIC) and revenue and operating profit growth for the combined business was 2%
and 21% respectively on a like-for-like basis. The MTIC merger has brought numerous benefits – increasing
revenue by a third, broadening the product set, diversifying the business and eliminating secondary listing fees
and some cost savings were evident in Q4. The outlook is positive across all four divisions with scope for
operating margin expansion as revenue grows. FY19 forecasts unchanged. Our fair value of 38p/share, equivalent
to an FY19 PER of 14.6x falling to 12.7x in FY20, represents a 90% upside to the current price. The current price
is also offering a yield of 7.5% in FY19.
* Allenby Capital acts as Nomad and Joint Broker to MTI Wireless Edge Ltd.

==================================================

Allenby Capital "paid for" research services
The changes initiated by MiFID II has had far reaching implications on both the quantity and
continued availability of research on smaller cap companies, including those within the TMT
sector. We would therefore remind interested companies that Allenby Capital can offer a "paid
for" research service for those corporates that wish to retain an alternative and authoritative
source of research that can be accessed freely by the entire investment community. If you
would like further information on this service please contact d.johnson@allenbycapital.com.
=================================================
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.
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