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Strong demand continues into Q4

XP saw a strong finish to the year, with Q4 revenue growth of 16% y-o-y
and order growth of 24% y-o-y, resulting in FY17 revenues slightly ahead
of our forecast. Good demand across all sectors and geographies was
boosted by a strong contribution from the recent Comdel acquisition.
Management expects continued growth in FY18; we maintain our forecasts
which, based on current momentum, could prove conservative.

Revenue PBT* EPS* DPS PIE Yield
Year end (Em) (Em) (p) (p) (x) (%)
12115 109.7 257 104.3 66.0 34.8 18
12116 129.8 286 1153 71.0 315 20
12117e 166.7 355 142.9 76.0 254 2.1
12118e 179.1 384 147.9 79.0 246 22

Note: *PBT and EPS are normalised, excluding amortisation of acquired intangibles,
exceptional items and share-based payments.

Positive momentum continues into Q4

XP generated revenues of £43.2m in Q4, +16% y-0-y and +23% in constant
currency. Stripping out the contribution from Comdel, revenues grew 5% y-o-y.
FY17 revenues of £167m were 29% higher y-0-y (+22% constant currency) and
were marginally ahead of our £166.7m forecast. Q4 order intake of £46.8m was
24% higher y-o-y (+32% constant currency) and 11% ahead on an organic basis.
Book-to-bill stood at 1.08x for Q4 and 1.11x for FY17. Net debt at year-end stood at
£10.1m, below our £12.6m forecast. XP expects to declare a Q4 dividend of at least
28p per share, ahead of our 27p forecast. With the strong backlog in place at year-
end and positive momentum during H217, management expects continued order
and revenue growth in FY18. We make no changes to our forecasts pending
preliminary results on 1 March.

Comdel integration off to a good start

Recently acquired Comdel (29 September 2017) generated revenues of
£4.1m/$5.4m in Q417 (+30% y-o-y reported and constant currency), ahead of our
$4.4m forecast. Bookings of £5.8m/$7.7m were significantly higher than a year ago
(+101% y-o-y and +114% in constant currency) driven by strong demand from
Comdel’s existing customer base. Integration of the business is underway and
proceeding as planned.

Valuation: Factoring in strong growth

The stock is up 107% over the year and 12% in the last three months, reflecting
multiple earnings upgrades over the course of the year. XP is currently trading on
24.6x FY18e EPS. This is at a premium to both its UK electronics peer group and
versus international power supply peers, and is also at a historic high. In part we
believe this is justified by XP’s superior profitability and in our view, the valuation is
likely to be factoring in higher growth than our conservative 7.4% revenue growth
forecast for FY18. Cross-selling and a reduction in manufacturing costs for Comdel
could provide another source of upside to our forecasts.
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Exhibit 1: Financial summary

31-December

INCOME STATEMENT
Revenue

Cost of Sales

Gross Profit

EBITDA

Normalised operating profit
Amortisation of acquired intangibles
Exceptionals

Share-based payments
Reported operating profit
Net Interest

Joint ventures & associates (post tax)
Exceptional & other financial
Profit Before Tax (norm)
Profit Before Tax (reported)
Reported tax

Profit After Tax (norm)

Profit After Tax (reported)
Minority interests
Discontinued operations
Net income (normalised)
Net income (reported)

Basic average number of shares outstanding (m)
EPS - basic normalised (p)

EPS - diluted normalised (p)

EPS - basic reported (p)

Dividend (p)

Revenue growth (%)

Gross Margin (%)

EBITDA Margin (%)
Normalised Operating Margin

BALANCE SHEET
Fixed Assets
Intangible Assets
Tangible Assets
Investments & other
Current Assets

Stocks

Debtors

Cash & cash equivalents
Other

Current Liabilities
Creditors

Tax and social security
Short term borrowings
Other

Long Term Liabilities
Long term borrowings
Other long term liabilities
Net Assets

Minority interests
Shareholders' equity

CASH FLOW

Op Cash Flow before WC and tax
Working capital

Exceptional & other

Tax

Net operating cash flow
Capex
Acquisitions/disposals

Net interest

Equity financing

Dividends

Other

Net Cash Flow

Opening net debt/(cash)

FX

Other non-cash movements
Closing net debt/(cash)

Source: XP Power, Edison Investment Research
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2013
IFRS

101.1
(515)
496

26.0
(0.3)
(05)
(5.0)
202
(3:2)

0.1
(0.3)
0.1
(10.1)
02
7.0
10.6
0.1
0.0
35

2014
IFRS

101.4
(51.0)

24.2

56.1
405
14.4

12
470
252
16.0
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20

(18.6)

(14.4)
(1.7)
(2.5)

0.0
(4.2)

0.0
4.2)
80.3
(0.1)
80.2

276
(@.1)
19
(36)
21.8
(538)
0.1
0.1)
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(11.0)
0.1
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35
0.1)
0.0
(13)

2015
IFRS

109.7
(55.1)
546
297
25.9
0.0
(03)
0.0
256
(0.2)
0.0
0.0
257
25.4
(5.5)
202
19.9
(02)
0.0
200
19.7

19
105.28
104.32
103.70

66

8.5
49.8
27.0
23.6

65.4

53.5

2016
IFRS

1298
(67.8)
62.0
330
288
(04)
(04)
0.0
280
(0.2)
0.0
0.0
286
278
(6.3)
23
215
0.2)
0.0
221
213

116.22
115.33
112.02

18.3
47.8

22.2

2017e
IFRS

166.7
(89.0)
778
410
359
(04)
(2.8)
0.0
327
(0.4)
0.0
0.0
355
323
(7.8)
277
246
(0.3)
0.0
274
243

19
144.38
142.88
128.05

76

28.5
46.6
24.6
215
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investor relations and strategic consulting. Edison is authorised and regulated by the . Edison Investment Research (NZ) Limited (Edison NZ) is the New Zealand subsidiary of Edison. Edison NZ
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US) is the US subsidiary of Edison and is regulated by the Securities and Exchange Commission. Edison Investment Research Pty Limited (Edison Aus) [46085869] is the Australian subsidiary of Edison. Edison Germany
is a branch entity of Edison Investment Research Limited [4794244].

DISCLAIMER

Copyright 2018 Edison Investment Research Limited. All rights reserved. This report has been commissioned by XP Power and prepared and issued by Edison for publication globally. All information used in the publication
of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of this report. Opinions contained in this report represent those
of the research department of Edison at the time of publication. The securities described in the Investment Research may not be eligible for sale in all jurisdictions or to certain categories of investors. This research is
issued in Australia by Edison Investment Research Pty Ltd (Corporate Authorised Representative (1252501) of Myonlineadvisers Pty Ltd (AFSL: 427484)) and any access to it, is intended only for "wholesale clients" within
the meaning of the Corporations Act 2001 of Australia. The Investment Research is distributed in the United States by Edison US to major US institutional investors only. Edison US is registered as an investment adviser
with the Securities and Exchange Commission. Edison US relies upon the "publishers' exclusion” from the definition of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and
corresponding state securities laws. As such, Edison does not offer or provide personalised advice. We publish information about companies in which we believe our readers may be interested and this information reflects
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information provided by us should not be construed by any subscriber or prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The research in this document is intended
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