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JOURNAL
India eases overseas flotation rules
Indian companies will be allowed to gain
a quotation on an overseas stock market
without having a listing on an Indian stock
market thanks to new plans proposed by
the Indian authorities. Until now, Indian
companies that have floated on AIM have
had to come to the junior market via a
holding company based outside India.
The Indian government proposes a pilot
scheme for an initial two-year period. This
could spark flotations of Indian media and
technology firms on AIM and other major
markets.
However, the Indian government has
stated that if the funds raised overseas are
not used abroad for paying down debt or
making acquisitions within 15 days the
cash will have to be transferred to India.

The company will also have to comply
with India’s foreign direct investment (FDI)
policy.
The move has been prompted by
the weakening state of both the Indian
economy and the rupee. The Indian
economy grew 4.4% in the quarter to June
2013, down from 4.8% in the previous
quarter. This is the slowest rate of growth
for three years.
Mining may not be an attractive sector
for overseas investors at the moment but
in a recent report from Ernst & Young,
Amjani Agrawal says: “We feel that although
Indian mining activity has been subdued in
recent times, there is tremendous upside if
supplemented with concerted efforts from
all stakeholders“.

Pension levy cost changes
AIM companies with corporate pension
funds may find their pension levy payment
changing significantly following proposed
changes by the Pension Protection Fund
(PPF). These changes come into effect in the
2015-16 levy year.
Pension consultant Barnett Waddingham
says that a change in the risk ratings service
from Dun and Bradstreet (D&B) to Experian,
which won a competitive tender to displace
the incumbent, could have a significant
effect on the levy that a company has to pay.
Barnett Waddingham says that although
many companies have a similar risk rating
on each of the services around a quarter of

around 900 companies that it surveyed
had significantly different risk scores on
the ratings services. If the Experian score
is significantly worse it could lead to a
much higher PPF levy, so companies need
to find out their Experian ratings and
see if there is any way of reducing them.
According to the pension consultant:
“Whilst the PPF are working with Experian
to develop a bespoke rating, the Delphi
Score, which is Experian’s equivalent
of D&B’s Failure Score, provides an
early indication of how Experian might
ultimately rate a company for PPF levy
purposes”.
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Tungsten signs cloud-based
deal with @UK

Baydonhill
purchase

Electronic invoicing services provider
Tungsten Corporation has raised
£160m to acquire e-invoicing
business OB10 and FIBI Bank (UK).
Cloud-based trading exchange
software and services provider @
UK is a beneficiary of the Tungsten
flotation because it has signed a
licence deal with the company that
could generate up to £3.4m over
five years. The licence starts when
Tungsten begins trading on AIM on
16 October.
Tungsten is licensing @UK’s spend
analysis software and an initial fee
of £500,000 will be paid. Additional
income will come from sharing
cost savings. Tungsten has used
the software to analyse a sample
of its UK invoice data and reckons
that savings of 1% of total spend
could be made. There could be
opportunities to obtain further

Cross-border payment services
provider Earthport is bidding 11p
a share in cash for former AIM
company Baydonhill, valuing it
at £6.42m. There is an alternative
offer for the foreign-currency
trader of 4.8p a share in cash and
a contingent value right (CVR). The
CVR entitles the holder to receive
up to 0.281 of an Earthport share
and 2.61p in loan notes. The total
value of the CVRs is up to £5m
and the final payment depends on
Baydonhill’s free cash flow being
at least £3.55m between now and
June 2016. In the year to March
2013, Baydonhill’s turnover was
£1.25bn and its pre-tax profit was
£33,000. Earthport has provided
transaction processing services
to Baydonhill and the merger will
generate cost savings. Baydonhill
left AIM in October 2012.

savings of up to 4%.
At the placing price of 225p a
share, Tungsten is valued at £225m.
There has been £50m invested in
developing OB10 and it has moved
into profit. Tungsten is paying £99m
for the business.
To put this deal into perspective,
@UK generated revenues of £2.22m
in 2012. A deal with Visa, which is
selling the company’s services under
the cloudBuy and cloudSell brands,
should be even more significant
than the Tungsten deal but it will
take time to build up these revenues.
A fundraising has just been
completed by @UK. The placing
and open offer raised £5m at 33p a
share. This is enough cash to cover
costs while @UK takes advantage
of the international roll-out of its
cloud services through its three-year
partnership with Visa.

Quindell gorges on Nationwide
Accident stake
Quindell Portfolio has built up a
25.3% stake in car accident repairs
provider Nationwide Accident Repair
Services following a share swap with
three institutional shareholders and
it plans to take the stake to 29.9%.
Quindell is already a customer and
it wants to work more closely with
Nationwide.
Miton, Octopus and 3G Capital
Management swapped one
Nationwide share for 5.17 Quindell
shares. One of the attractions
of the share swap is that it will
flatter the portfolios of the fund
managers. Quindell’s share price
was 17p at the time and that valued

each Nationwide share at 87.9p,
which is higher than house broker
Westhouse’s target price of 80p a
share. The Nationwide share price is
still well below the value of the share
swap.
Nationwide’s interim figures were
in line with the previous profit
warning. Revenues fell from £80.7m
to £79.1m due to weak insurance
revenues. Repair revenues from fleet
and retail customers improved. The
network services and Motorglass
business both increased revenues.
Underlying interim profit slumped
from £3m to £1.4m. Westhouse
forecasts a decline in full-year profit

from £5.5m to £3m. Nationwide
has cut its interim dividend from
1.9p a share to 1p a share. The fullyear dividend is expected to be cut
from 5.5p a share to 2.7p a share – a
dividend cover of around two.
There was still £5m in the bank at
the end of June 2013 but this figure
is likely to fall over the next few years
as additional pension payments will
consume any spare cash generated
from operations. Nationwide has a
net pension liability of £17m.
Quindell plans to move to the
Main Market early next year and it
promises a maiden dividend with its
2013 figures.
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Oriel secures backing from CIBC
AIM adviser Oriel Securities has
secured a marketing alliance and
financial backing from Canadian
financial institution CIBC. It has been
reported that CIBC has provided
a loan to Oriel, which could be
converted into an equity stake.
There had previously been talk of
a potential merger with Panmure
Gordon.
CIBC is Canada’s fifth-largest
bank and its London office is in the
same building as Oriel’s office. The
two firms are widening the scope
of the existing agreement for the

distribution of each other’s research
and Oriel will be able to offer
additional sources of investment
to its clients. There will also be
additional merger opportunities and
the potential for overseas listings.
Loss-making Oriel has been hit
by falling fee income. In the year
to December 2012, corporate
finance fees reached a four-year low.
Revenues fell by nearly a ,quarter to
£24.7m and the operating loss was
£3.9m. That loss included £1.25m
of redundancy costs which were
needed because Oriel had expected

the market to improve. This led to
Simon Bragg returning as interim
chief executive a few months after
he left the position.
Oriel has hired cleantech and
healthcare teams from Nomura Code,
which has relinquished its status as
a nominated adviser. Five of Nomura
Code’s clients have transferred to
Oriel – Amiad Water Systems, Aqua
Bounty Technologies Inc, Medgenics
Inc, PowerFilm Inc and Vernalis. Two
clients have gone to Cenkos and Peel
Hunt and Liberum have picked up
one each.

ADVISER CHANGES - SEPTEMBER 2013
COMPANY

NEW BROKER

OLD BROKER

NEW NOMAD

OLD NOMAD

DATE

Redcentric

finnCap/N+1 Singer

finnCap

N+1 Singer

finnCap

17/09/2013

Plant Health Care

Liberum

Nomura Code

Liberum

Nomura Code

19/09/2013

blur (Group)
		

Panmure Gordon/
N+1 Singer

N+1 Singer

N+1 Singer

N+1 Singer

20/09/2013

Great Western Mining

Davy

Shore

Davy

Shore

20/09/2013

Parity Group

Investec

N+1 Singer

Investec

N+1 Singer

23/09/2013

Rose Petroleum

Allenby

Allenby/Northland

Allenby

Allenby

23/09/2013

Creon Resources

Beaufort/Daniel Stewart Daniel Stewart

Daniel Stewart

Daniel Stewart

24/09/2013

Firestone Diamonds

GMP/Mirabaud

Mirabaud

Strand Hanson

N+1 Singer

24/09/2013

Red Leopard Holdings

Beaufort/Northland

Northland

Northland

Northland

24/09/2013

Rialto Energy Ltd
		

RFC Ambrian/
GMP/Euroz

Investec/
GMP/Euroz

RFC Ambrian

Investec

24/09/2013

Amiad Water Systems

Oriel

Nomura Code

Oriel

Nomura Code

25/09/2013

Webis Holdings

Beaumont Cornish

Sanlam

Beaumont Cornish

Sanlam

25/09/2013

InternetQ

Canaccord Genuity/RBC

RBC

RBC

RBC

26/09/2013

Serica Energy

Peel Hunt/RBC

Peel Hunt/RBC

Peel Hunt

JPMorgan Cazenove 26/09/2013

Water Intelligence

WH Ireland

Sanlam

WH Ireland

Sanlam

26/09/2013

Allergy Therapeutics

Peel Hunt

Nomura Code

Peel Hunt

Nomura Code

27/09/2013

Aqua Bounty
Technologies Inc

Oriel

Nomura Code

Oriel

Nomura Code

27/09/2013

Enables IT

Cenkos

Sanlam

Cenkos

Nomura Code

27/09/2013

PowerFilm Inc

Oriel

Nomura Code

Oriel

Nomura Code

27/09/2013

Vernalis

Oriel

Nomura Code

Oriel

Nomura Code

27/09/2013

Cyan Holdings

Allenby/XCAP

Cenkos/XCAP

Allenby

Cenkos

30/09/2013
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EMIS broadens healthcare software
offering through Ascribe acquisition
GP and pharmacy software provider
Healthcare software provider EMIS is
buying former AIM company Ascribe
for an enterprise value of £57.5m
in cash and shares, plus up to £3m
more depending on the achievement
of financial targets over the coming
12 months. The deal will be partly
financed by a £26.3m net placing at
615p a share.
Ascribe offers a customer base in
the existing markets of EMIS plus
strong market positions in new areas.
The enlarged group will cover acute,
specialist care, pharmacy, community
and child care and mental health
markets. There should be £500,000
of cost savings in the first full year,
making the deal earnings enhancing
in 2014. In the year to June 2013,
Ascribe generated an operating profit
of £4.3m – £3.2m after adjusting for
net capitalisation of development

www.emis-online.com

Ascribe provides
strong market
positions in new
areas

EMIS (EMIS)
12 MONTH CHANGE % -16.3

costs – on revenues of £24m.
At the beginning of 2009, Ascribe
was acquired by its management and
private equity firm ECI for £32.9m
(28p a share). At the end of June
2008, net cash was £1.2m. Ascribe
floated on AIM at the end of 2004 at
18p a share.
EMIS had a tough first half in
2013 but management expects
a better second half. The switch
from primary care trusts to clinical
commissioning groups caused shortterm uncertainty but this appears

674p
MARKET CAP £m

426.7

to have been sorted out early in the
second half.
In the six months to June 2013,
revenues were 11% higher at £47.1m
but pre-tax profit was flat at £12m.
The majority of the GP customers
should have switched to the web
version of the software by early
2014 and additional pharmacies
have signed up for the pharmacy
software. The business is inherently
cash generative but there was a rise
in trade receivables due to the switch
away from primary care trusts so the
cash position at the end of June 2013
was not as high as it normally would
be. This should unwind by the end of
year.

Bond confident of recovering market
Recruitment software
Recruitment software and services
provider Bond International
Software reported a strong rise in
interim profit even though overall
revenues were slightly lower.
However, management reports that
there are signs of recovery in demand.
The move from software licences to
a predominantly SaaS model for new
business means that revenues do not
flow through as quickly. There was
also a large one-off Japanese order
in the comparative figures. Software
rental income and outsourcing both
increased revenues, while lower

www.bondinternationalsoftware.com
BOND INTERNATIONAL SOFTWARE (BDI) 82.5p
12 MONTH CHANGE % + 63.4

MARKET CAP £m

30.3

admin costs helped to boost profit.
In the six months to June 2013,
revenues were 3% lower at £17m,
while recurring income was flat.
Pre-tax profit jumped from £177,000
to £488,000 – or from £951,000
to £1.28m, excluding intangibles
amortisation. Profit from recruitment
software was flat, while the other
activities improved their contribution.
Net debt is down to £208,000

and, although there was a £750,000
dividend payment in August, there
will be cash generated in the second
half. Net cash of £610,000 is forecast
for the end of 2013.
The second half will benefit from
a two-year Scandinavian deal worth
more than £1m plus some mid-sized
software deals. Auto enrolment for
pensions should benefit the payroll
software and outsourcing businesses
over the longer term. House broker
Cenkos forecasts a full-year profit of
£3.3m. The shares are trading on 15
times prospective 2013 earnings.

4 October 2013
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Falkland Oil and Gas indicates Desire to
push ahead with exploration
Oil and gas
Falkland Oil and Gas Ltd (FOGL) is
merging with fellow Falkland Islands
oil and gas explorer Desire Petroleum
in a deal that will leave the combined
group with around £100m in the
bank to invest on exploration. FOGL
has also agreed a farm-in deal with
fellow AIM-quoted Falklands explorer
Rockhopper Exploration and its
backer Premier Oil covering two of the
merged company’s exploration blocks
in the North Falkland basin, near to
Rockhopper‘s Sea Lion discovery.
FOGL has focused on exploration
south of the Falkland Islands and
Desire provides a significant interest
in the north. Desire has been seeking
ways to finance its exploration and
FOGL brings cash to help finance
development of its interests.
FOGL is offering 0.6233 of a share
for each Desire share, which will give

www.fogl.com

The combined group
has around £100m in
the bank
Desire shareholders two-fifths of the
enlarged share capital. At a FOGL
share price of 28.25p, Desire is valued
at £60.5m (17.6p a share). Tim Bushell
will remain chief executive of the
enlarged group.
Premier and Rockhopper will farmin to licences PL004a and PL004c and
finance the drilling of an exploration
well on each licence. The enlarged
group will reduce its stake in PL004a
from 92.5% to 40% and in PL004c
from 75% to 40%. The merged group
will also drill two wells in the South
Falkland basin with its partners Noble
Energy and Edison International, as

FALKLAND OIL AND GAS (FOGL)
12 MONTH CHANGE % -56.9

28.25p

MARKET CAP £m

90.4

well as another exploration well on
the Zebedee prospect in the North
Falkland basin, which could provide
evidence of an extension of the Sea
Lion field.
AIM-quoted Falkland Island
Holdings owns 12.825m shares in
FOGL – equivalent to 2.4% of the
group’s enlarged share capital. At the
end of December 2012, AIM-quoted
Westmount Energy owned 2m Desire
shares and 200,000 FOGL shares. The
share prices of FOGL, Desire and the
other Falkland Islands explorers are all
well down on their highs of around
three years ago. This deal will help to
spark progress in exploration in the
region.

Netherlands sale provides investment cash for Northern
Oil and gas
Northern Petroleum has sold
its oil and gas assets in the
Netherlands and plans to focus on
its activities in Italy and Canada.
The latter could be producing
revenues in the medium term.
Vermilion Oil and Gas is paying
C$27.5m in cash plus net profit
interests in the Pakepop licence
and over any production from
unconventional reservoirs.
Northern did not have the cash
to develop these assets and it will
be able to use the cash from the
disposal for its core assets. Pro
forma cash is €33m. This appears

www.northpet.com
NORTHERN PETROLEUM (NOP)
12 MONTH CHANGE %

- 47

35.38p

MARKET CAP £m

33.7

to be a lot of cash but most of it
will be used up on investment
in Canada, French Guiana and
Italy. Northern owns 1.25% of the
French Guiana exploration licence
but each well can cost around
$200m so its share could be $2.5m.
The Canadian interests are in
an area of Alberta that has reefs
that have already produced oil.
Northern will spend around

C$5m on a testing programme
including three wells. An initial
development plan will be put
together in the first quarter of
2014.
In the six months to June
2013, revenues fell from €7.5m
to €6.1m and pre-tax profit fell
from €1.2m to €200,000. Nearly
all the revenues came from the
Netherlands. The cost base has
been reduced by more than twofifths.
Northern is seeking a partner
for its shale oil interests in
Australia.
October 2013 5
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Stanley Gibbons widens its collectibles
operations through Noble purchase
Collectibles dealer
Ten years after moving into
the coin-dealing market Noble
Investments is being acquired
by stamps and collectibles dealer
Stanley Gibbons in a bid that
values the coins and collectibles
dealer at £46.4m. Investors who
backed Noble in the early days will
make a significant profit on their
investment.
Stanley Gibbons, which was
founded in 1856, is offering 192.5p
a share in cash and 0.21186 of one
of its own shares for each Noble
share. This values each Noble share
at 261.5p. Noble paid dividends
of 5.5p a share – based on the last
two dividend payments – and that
is equivalent to a yield of 2.1%. The
Stanley Gibbons dividend is 6.75p
a share on the same basis, which is
also a 2.1% yield.
Noble was originally known as

www.stanleygibbons.com

Anyone investing ten
years ago will receive
eleven times their initial
investment
Direct Message, which sold its
original displays and fabrications
business at the beginning of 2003
and became a shell. In October
2003, Noble raised £759,000 at
23p a share in order to move into
the coin-dealing market under the
leadership of managing director Ian
Goldbart. AH Baldwin, a coin dealer
and auctioneer founded in 1872, was
acquired at the end of 2005 and this
was financed via a placing at 58p a
share. Further add-on acquisitions
have been made since then.
Anyone investing in the original

STANLEY GIBBONS (SGI)
12 MONTH CHANGE %

+53.4

326p
MARKET CAP £m

93.7

placing ten years ago will receive
11 times their initial investment
through the Stanley Gibbons bid.
Even those that invested when
Baldwin was acquired will have
more than quadrupled their
investment.
Stanley Gibbons is raising £38.1m
net at 295p a share to help finance
the acquisition. The pro forma net
asset value of the enlarged group
is £81.7m, including goodwill and
intangibles of £36m, and it will have
net cash of £14.8m.
Noble management believes
that Stanley Gibbons’ international
office network and its ecommerce
expertise will help the acquired
businesses to grow.

Imperial launches first investee float
Technology commercialisation
Imperial Innovations is reversing
one of its investments, IXICO, into AIM
shell Phytopharm in an all-share deal
that values the medical technology
company at £5.6m. This is the first
of Imperial’s investee companies to
come to AIM and Imperial will have an
11.5% stake in the enlarged group.
IXICO was founded in 2004 and
provides medical imaging analysis
services for the clinical trials sector.
The company is also involved
in experimental medicine and
diagnostics. The main specialisation
is brain health and dementia.

www.imperialinnovations.co.uk
IMPERIAL INNOVATIONS (IVO)
12 MONTH CHANGE %

+11.2

347.5p

MARKET CAP £m 346.3

TrialTracker is IXICO’s own image data
management product that is used
for clinical trial operations, while
its LEAP (Learning Embedded Atlas
Propagation) technology assess brain
volume in order to predict which
patients will get Alzheimer’s disease.
IXICO’s first medical device, called
Assessa, uses these technologies to
diagnose dementia in elderly patients.
In the past three years revenues have

more than trebled to £3.65m and the
business is cash generative. In the
year to May 2013 it made a profit of
£476,000.
At the end of January 2013, Imperial
had invested £769,000 in IXICO
and the stake had a book value of
£967,000. IXICO will be valued at £10m
based on a Phytopharm share price
of 66p. That will value Imperial’s stake
at just over £1.15m. Phytopharm had
cash of £5.3m at end-March 2013. This
will be used to invest in the clinical
trials services business and to develop
technologies for dementia diagnosis.

6 October 2013
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Naibu’s unrecognised income Dividend news
attraction
China-focused footwear brand

Dividend
China-focused footwear supplier
Naibu Global joined AIM in April 2012
and it paid a maiden dividend for 2012
of 4p a share, which reflected that the
company was not quoted for a full
year. The interim dividend for 2013 is
2p a share and the final should be at
least 4p a share. Total dividends of 6p
a share for 2013 will cost £3.3m. A 10%
increase to 6.6p a share is forecast for
2014.
There is a strong balance sheet so
Naibu can afford to pay this dividend.
Naibu raised £6m in the company’s
flotation and had £41m in the bank at
the end of June 2013. There is plenty
of cash to finance investment in new
capacity plus additional cash being
generated.

Business
Naibu, which is based in Fujian
province in China, focuses on the
young adult market in China. The
company manufactures footwear
and buys in clothes and accessories,
as well as some additional footwear
depending on available capacity.
Naibu continues to widen its
distribution in China and increase sales
of footwear, clothing and accessories.
There are 3,144 Naibu-branded
stores, with 104 of these opened
in 2013. These stores are operated
by distributors and sub-distributors
and they are between 45 and 80
square metres. There are 25 regional
distributors with annual contracts. The
plan is to continue to open outlets
in existing and new provinces and
Naibu has a say on new locations.
Sales per square metre have risen from
RMB9,780 in 2011 to RMB11,060 in the
first half of 2013.

www.naibu.com
				

NAIBU GLOBAL INTERNATIONAL (NBU)

Price

69.5p

Market cap £m

40.1

Historical yield

5.8%

Prospective yield

8.6%

In the six months to June 2013,
revenues rose by one-fifth to
RMB950m (£101m), while pre-tax
profit was 16% higher at RMB215m
(£23m). Lower-margin goods where
manufacture is outsourced by Naibu
increased in importance and that hit
gross margin.
Naibu is the tenth-largest Chinese
domestic sportswear manufacturer
but overall market share is 1.4%.
There are plans to launch a new brand
called NIBO, which is described as a
European fashion style label.
A new manufacturing facility in
Quangang will be open by the end of
the year, replacing the Shishi facility,
and 10 production lines will then be
in operation. Land rights have been
purchased for a new factory in Sichuan
province which should be open in
mid-2015. This will have 12 production
lines.
A full-year profit forecast of
RMB393.4m suggests little profit
growth in the second half so it
should prove conservative. A profit
of RMB431m is forecast for 2014. The
shares, the price of which has fallen
since their flotation at 124p each last
year, are trading on less than two times
prospective earnings. This reflects
a continued caution about Chinese
businesses but Naibu has shown
that it can generate cash, although
this is mainly in the second half, and
investors should ultimately appreciate
the prospects for the company.

Market research services provider
BrainJuicer is using a part of its
cash pile to pay a 12p a share special
dividend, which will cost £1.51m.
There was £5.46m in the bank at the
end of June 2013. On top of this, the
interim dividend has been increased
from 0.85p a share to 0.9p a share.
In future, the normal dividend
payments should grow in line with
earnings per share. In the first half
of 2013, pre-tax profit jumped from
£717,000 to £1.3m. Much of this
improvement came from a reduction
in overheads. Profit grew in the UK
and US and the Netherlands returned
to profit.
Electronic repairs services provider
Regenersis reported full-year figures
in line with expectations but the
dividend was much higher than
forecast. A final dividend of 1.83p a
share took the total to 2.5p a share
– more than the original forecast
for 2013-14. A 3p a share dividend
is forecast for this year. Carefully
selected acquisitions have enhanced
the performance of the group. The
main growth is coming from outside
Western Europe. In the year to June
2014, Regenersis is expected to
report a profit of £10.6m, up from
£6.5m in 2012-13, which equates to a
prospective multiple of 14.
Higher claims management revenues
are helping debt management
services provider Fairpoint to
continue to grow its profit and
dividend. Interim revenues were
flat at £14m, while pre-tax profit
improved from £3m to £3.2m. IVA
revenues continue to decline but the
cost base is being cut in line with that
decline. The second half tends to be
more profitable because marketing
spending is lower. Full-year profit is
expected to improve from £7.6m to
£8.1m and the dividend is forecast
to increase from 5.5p a share to 6p a
share, providing a yield of 4.8%.
October 2013 7
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Expert view: The broker

Trakm8 BOXing Clever
By LORNE DANIEL

T

rakm8 is strengthening its
telematics operations with the
acquisition of BOX. This is both
strategically significant (effectively
doubling the scale of the business
and making it a key consolidator in
the fragmented UK market) as well as
financially lucrative, being immediately
earnings enhancing and cash-flow
generative.
Trakm8 is raising £2.1m in a placing at
22p a share, mainly to provide working
capital; c.35% of that from management.

rapidly thanks to key drivers such as the
need to reduce insurance and transport
costs, the increase in home delivery and
better technology.
ABI Research forecasts global fleet
management and tracking system
subscriptions will rise from 13.3m in
2012 to 30.4m by 2016 as smaller fleets
and new segments (delivery, service, and
public and private transport) are being
addressed by more affordable solutions.
BOX Telematics was formed in 2000
as a pioneer in the ‘m2m’ (machine-to-

ABI Research forecasts global fleet management system
subscriptions will rise from 13.3m to 30.4m by 2016
New investors gain exposure to
an inexpensive yet profitable ‘buyand-build’ play in an industry which
is coming back into favour due to
improved technology, service and cost
savings offered.
The increased scale of the group will
attract more attention from customers
– particularly larger enterprises
looking for a reliable and professional
supplier of complete end-to-end fleet
management/telematics solutions, a
rare find in the UK market. It will also
attract other smaller suppliers that
cannot afford the R&D required to offer
future upgrade paths and are keen to
sell their customer bases. Investors will
gain exposure to a new ‘buy and build’
model in an industry which is returning
to growth on the back of the substantial
benefits it offers in insurance savings.

Telematics
The telematics industry requires a
fresh look from investors. Having
disappointed both customers and
investors in its early years, the industry is
now enjoying a second wind; growing

machine) market, and has grown to
become a leader in vehicle telematics.
BOX has 16,000 units deployed through
a reseller network to 1,480 customers.
Very similar to Trakm8, BOX offers
both telematics hardware and services;
it develops, manufactures and provides
GPS-based vehicle tracking solutions to
commercial fleets and vehicles around
the world. Its core tracking application –
Spoton – provides real-time information
about the location and status of vehicles
and other mobile resources. BOX
also supplies its telematics hardware
(BOXsolo) to other telematics service
suppliers in 15 countries worldwide.
In contrast to Trakm8’s outsourced
manufacturing model, BOX telematics
units are made in-house. Its efficiency has
led BOX to offer contract manufacturing
services in areas as diverse as LED
lighting, aerospace and healthcare –
contract manufacturing is roughly half
of BOX revenues. However, most of the
production is telematics units.
BOX’s gross margins are relatively low
– a blended rate of c.30% – well below
Trakm8’s 70% due to the low margins
on contract manufacturing and paying

commission to resellers on telematics
revenues. Equally, BOX will spend less
on sales and marketing below the gross
profit line.

Enhancing
Trakm8 is paying £3.5m in cash plus
settlement of a directors’ loan of £0.75m
for a business with annual revenues of
£8.4m, EBITDA of £1.2m and operating
profit of £0.9m.
BOX is being purchased on a historical
multiple of 0.5x Sales and 3.5x EBITDA,
compared with Trakm8’s historical EV of
0.5x Sales and 7.2x EBITDA, indicating the
business will be substantially earnings
enhancing. For the year to March 2014,
we had forecast lowered margins
and little profit at Trakm8 due to the
significant investment in new products
and marketing flagged last November.
The addition of BOX will therefore have a
considerable beneficial impact.
Strategically and financially this
is an impressive deal. We expect the
acquisition to effectively double the
profitability in the business. Being mainly
funded by low-cost debt, it delivers a
disproportionate uplift in the adjusted
fully diluted EPS; from 1p previously
forecast for FY 2014, to 2.3p, and rising
to 4p in FY 2015. Note that reported PBT
and EPS in FY 2014 will be impacted
by exceptional costs of the acquisition;
estimated at £0.4m.
Trakm8 is a cash-generative business
and with the addition of BOX we expect
it to rapidly pay down the debt within a
few years. Applying an average market
multiple of 10x suggests a target price
of 40p.
*Trakm8 is a corporate client of finnCap
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LORNE DANIEL is a technology
analyst at finnCap

8 October
June 2009
2013

finnCap

www.finnCap.com

www.finnCap.com

finnCap

feature

AIM Awards 2013
The eighteenth AIM Awards, sponsored by accountants PwC, were held at
Old Billingsgate on 10 October. Here are the winners.
COMPANY OF THE YEAR

Abcam
Online antibodies retailer has been
named AIM company of the year
for the second time. It first won the
award in 2009 and chief executive
and founder Dr Jonathan Milner
was entrepreneur of the year in the
2010 awards. Online fashion retailer
ASOS has also won the award twice
– in 2008 and 2010. Abcam was
launched in 1998 and joined AIM
in November 2005 when it raised
£10m at the equivalent of 33.4p
a share. At that point, Abcam was
valued at £57.5m and since then
the share price has risen 16-fold and
the company is valued at more than
£1bn. Abcam has managed to grow
consistently during its time on AIM
by adding additional products to
the catalogue and raising prices. The
company is also earning additional
revenues by providing more data
services. Organic growth has been
supplemented by acquisitions.
Revenues were 25% higher at
£122.2m in the year to June 2013,
while pre-tax profit improved from
£34.7m to £42.9m. This was achieved
even though R&D costs rose from
£4m to £7.8m. This is an international
business and there was strong
growth around the world. New
opportunities have been identified
and marketing and e-commerce
spending is being increased. The
full-year profit is forecast to increase
to around £50m this year. The cash
pile reached £38.3m at the end of
June 2013. The dividend has been
increased to 7.04p a share but that
will not put too much of a dent in
the cash.

INTERNATIONAL COMPANY OF
THE YEAR

Optimal Payments
Optimal Payments was originally
known as NETELLER and it joined AIM in
2004. The current business took shape
when Optimal Payments reversed
into the company in 2011. Optimal
has been providing internet payment
services for nearly two decades, having
launched the NETBANX processing
service in 1996. The services are used
in more than 200 countries around
the world. NETELLER, the eWallet
provider, ran into problems in the US
during 2006 because of anti-onlinegaming legislation but the company
has bounced back from this. Optimal
is highly cash generative and growing
rapidly. Future growth is expected from
mobile payments, which have increased
to 30% of NETBANX transactions, and
the move to regulate online gaming
in the US. Optimal intends to invest in
US offices and infrastructure over the
next 18 months but it will take time
for revenues to come through. One
merchant accounted for 39% of fee
revenue in the first half of 2013 and
management is keen to diversify the
business.
ENTREPRENEUR OF THE YEAR

Robert Forrester,
Vertu Motors
Vertu was set up to be a consolidator in
the vehicle retailer sector by former Reg
Vardy directors William Teasdale and
Robert Forrester. Forrester is a former
finance director and managing director
of motor dealer Reg Vardy and he left

after it was acquired by Pendragon. He
could see that there was a consolidation
opportunity in the sector where the
performance of businesses could be
improved and there were freehold
property assets. Vertu was a shell when
it joined AIM in December 2006. A few
weeks later the company announced
the purchase of Bristol Street Group
for £40m in cash and shares. Further
acquisitions have followed and Vertu
has always had strong shareholder
backing when seeking finance for its
deals. The most recent large deal was
the £31m purchase of Albert Farnell, a
Land-Rover dealer. Vertu is the sixthlargest automotive retailer in the UK
and has more than 90 locations in the
UK, covering marques including Ford,
Vauxhall, Mazda, Jeep, Renault and Alfa
Romeo. Vertu won the best use of AIM
award in 2009.
BEST NEWCOMER

Clinigen
Speciality pharmaceuticals and
services provider Clinigen raised
£50m at 135p a share when it joined
AIM on 25 September 2012. The
majority of the business provides
services for clinical trials, but Clinigen
also intends to build a portfolio of
niche hospital-only drugs. In March,
it acquired Cardioxane (dexrazozane)
from Novartis for $33m in cash,
payable in two tranches. Cardioxane
is used to “prevent the cardiotoxicity
of anthracycline chemotherapy
for patients with advanced and/or
metastatic breast cancer”. Clinigen
believes that it can grow the revenues
of this product. According to chief
executive Peter George, AIM has lived
up to the company’s expectations: “It
October 2013 9

HubInvest

publishes AIM Journal

www.hubinvest.com

finnCap

www.finnCap.com

feature
has provided a stronger platform from
which to drive our organic growth, both
in the UK and internationally, as well as
giving us additional financial flexibility
to support our acquisition plans and the
acceleration of our international growth
strategy.”
BEST USE OF AIM

Utilitywise
Energy procurement consultancy
Utilitywise joined AIM in June 2012
when it raised £6.86m at 66p a share
and the share price has more than
doubled since then. The flotation not
only provided access to capital to grow
the business; it also increased the
company’s profile. Utilitywise is one of
the leading UK energy management
service companies. Utilitywise’s
first acquisition was Portsmouthbased Clouds Environmental, which
broadened the geographical scope
of the business, as well as its range of
services. The acquisition of Aqua Veritas
took Utilitywise into the water sector,
thereby enabling it to help to reduce
clients’ water costs. The purchase of
Energy Information Centre increased
utility buying options and added new
services, which complete the product
offering for Utilitywise.
AIM TRANSACTION OF THE YEAR

Gemfields
Gemstone supplier Gemfields acquired
world-famous jewellery brand and
retailer Fabergé Ltd in an all-share deal
valuing the business at $142m (£89m).
Gemfields believes the deal will help it to
become the leading coloured gemstone
company in the world and that putting
the businesses together will lead to
operational efficiencies. The Fabergé
brand dates back to 1842 when Gustav
Fabergé established the business and it
became known around the world under
the management of his son, Peter. It is
best known for the 50 Fabergé jewelled

eggs it made more than a century ago.
Pallinghurst, the largest shareholder
in both Gemfields and Fabergé
Ltd, acquired a portfolio of Fabergé
trademarks from Unilever in 2007. The
first new Fabergé collection since 1917
was launched in 2009. Fabergé has
opened five retail outlets since 2009 and
plans to open two new stores each year
over the next decade.
BEST COMMUNICATION

Vernalis
Vernalis moved from the Main Market
to AIM in April 2012 around nine years
after the merger between Vernalis and
British Biotech, both of which were
already listed. The move to AIM was
made because Vernalis no longer had
sufficient free float for the Main Market.
Earlier in 2012, Vernalis announced a
licence deal with Tris Pharma Inc to
develop up to six novel formulations
of existing products sold in the US
prescription cough/cold market and,
at that time, Vernalis raised £65.9m at
20p a share. According to Edison, the
portfolio is on track to deliver its first
product in 2015-16 and progress is
being made with four others. Vernalis is
also developing new cancer treatments.
Vernalis had net cash of £85.7m and
Edison believes that this will be enough
to finance the company until it moves
into profit.
BEST TECHNOLOGY

WANdisco
WANdisco joined AIM in June 2012
at a placing price of 180p a share and
since then the share price has risen
more than six-fold. WANdisco floated
at a time when there was a lack of
attractive technology companies
coming to AIM and it proved highly
popular and helped to spark a minirevival in AIM technology flotations by
showing the appetite for technology
businesses. WANdisco provides global

collaboration software to the software
development industry. The technology
enables geographically distributed
servers to stay synchronised over a
Wide Area Network (WAN). WANdisco
is also involved in software for Big
Data, the jargon used by techies to
describe amounts of data that are too
large for basic software to analyse in
an acceptable time frame. WANdisco
recently secured a partnership with
Hortonworks, a leading provider
of enterprise Apache Hadoop.
Hortonworks will use WANdisco’s NonStop Hadoop technology on its own
data platform. The two companies will
jointly market the integrated services,
which will provide 100% uptime for
the global data centres of global
enterprises. George O’Connor of house
broker Panmure Gordon believes that
further deals are on the cards.
BEST PERFORMING SHARE

Coms
The share price of internet telecoms
services provider Coms rose from
0.4p on 1 August 2012, the low for the
12-month period, to 4.3p on 31 July
2013. This was just below its high for
the period of 4.52p. The share price
rise reflects a strong recovery in the
fortunes of the business since David
Breith, who sold a previous business
to Daisy Group, took over as chief
executive at the beginning of 2013.
Breith set about reducing the cost base
but he also knew that Coms needed
to be much larger to reach critical
mass and he also made selective
acquisitions. In April, Breith announced
a deal with an unnamed company that
was worth £15m over 24 months. That
contract will generate more revenues
than the company has reported in
the whole of its history prior to the
announcement.
BEST RESEARCH

Allenby Capital
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Market Performance, Indices and Statistics
FTSE INDICES

AIM SECTOR INFORMATION
SECTOR NAME

% OF
% OF
MARKET CAP COMPANIES

Oil & gas
Financials
Industrials
Consumer services
Technology
Basic materials
Consumer goods
Healthcare
Telecoms
Utilities

20.3
19.6
11.8
12.8
10.4
9
6.6
5.9
2.3
1.2

12.1
20.2
17.9
9.4
9.9
16.3
5.7
6.1
1.1
1.4

Number of nominated advisers
Number of market makers

Under £5m
£5m-£10m
£10m-£25m
£25m-£50m
£50m-£100m
£100m-£250m
£250m+

262
133
225
174
141
95
56

TOP 5 RISERS OVER 30 DAYS
		
COMPANY NAME
SECTOR
PRICE (p)

CHANGE (%)

+150

Amphion Innovations

Technology

3.38

+145.5

1086

Verdes Management

Financials

0.12

+133

49

Summit Corporation

Healthcare

17.75

+125.4

12.75

+177.2

		
COMPANY NAME
SECTOR
PRICE (p)

CHANGE (%)

53

Total raised by new issues

£36.2bn

Transfers to the official list

+12.4
+36.3
+13.4
+34.7
+30.8
+14.8
+12.5

NO.

2.12

£82.2bn

Shares traded (2013)

793.26
4164.86
3635.54
6049.9
4204.13
3443.85
6462.22

MARKET CAP		

Mining

Total of new money raised

Number of bargains (2013)

% CHANGE

Healthcare

£67.7bn

Share turnover value (2013)

FTSE AIM All-Share
FTSE AIM 50
FTSE AIM 100
FTSE Fledgling
FTSE Small Cap
FTSE All-Share
FTSE 100

PRICE

Ferrum Crescent Ltd

Total market cap for all AIM

Total raised by secondary issues

INDEX

COMPANIES BY MARKET CAP

Plethora Solutions

4KEY AIM STATISTICS
Total number of AIM

ONE-YEAR CHANGES

£46bn
£18.5bn
3.06m
174.2bn
164

TOP 5 FALLERS OVER 30 DAYS

Red Leopard

Mining

0.6

-53.9

Savile

Support services

5.5

-53.2

Kea Petroleum

Oil and gas

2.12

-48.5

Albemarle & Bond

Financials

74.5

-47.9

Mood Media

Media

38.5

-42.1

AIM - 1 YEAR INDEX CHANGE

Source: London Stock Exchange

800
786
772
758
744
730
716
702
688
674
660

October 1st 2012

September 30th 2013

Data: Hubinvest Please note - All share prices are the closing prices on the 30th September 2013, and we cannot accept responsibility for their accuracy.
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finnCap is an independent, clientfocused institutional broker and
corporate adviser, whose chairman
is Jon Moulton. The firm is 95%
employee owned and it has a
dedicated small cap focus.
finnCap’s goal is to be the leading
adviser and broker in the small cap
space. The broker has a full service
offering, plus strong aftermarket
care and client service. A proactive
team approach means that there is
support from all departments for all
of the firm’s corporate clients. finnCap

has grown rapidly and in 2013
commenced market making.
At the end of 2012, finnCap
became the top AIM broker by
overall client numbers, according
to research compiled by financial
website Morningstar. The broker is
also the number one adviser in the
technology, industrials and healthcare
sectors, number three adviser in the
oil and gas sector and number five in
the basic materials sector.
finnCap won the Best Research
award at the 2012 AIM Awards.

finnCap was shortlisted for AIM Broker
of the year, AIM Adviser of the year
and Analyst of the year at the 2011
Growth Company Awards. finnCap’s
corporate broking and sales trading
teams have achieved Extel Top 10
rankings for three years running.
In the year to April 2013, finnCap
reported revenues of £11.4m and
operating profit of £2.6m. Retainers
rose from £2.9m to £3.7m. finnCap
has a strong track record of raising
money for clients and it raised £132m
during the period.
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