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Stock Data
Share Price:
Market Cap.:
Shares in issue:

1.43p
£5.7m
400.4m

Company Profile
Sector:
Ticker:
Exchange:

Support Services
FLX.L
AIM

Activities
Provider of cyber defence, security and
global intelligence services to both
commercial and government customers.
Share price performance

Falanx Group Ltd
Falanx reported a strong increase in sales and a reduction in underlying EBITDA losses
in the year to March 2019 driven by the integration of acquisitions completed in 2018
and increased levels of monthly recurring revenue. Against a market backdrop of a
rapidly growing cyber security market, the company is witnessing continued growth in
the current year buoyed by a growing sales pipeline.
Revenue increased by 73% to £5.2m driven primarily by the integration of First Base which
was acquired in March 2018. Within this, recurring revenue represented 56% (2018: 62%)
and monthly recurring sales were £0.24m in 2019 against £0.19m in 2018. The majority of
sales growth was from monitoring contracts and managed Cyber services in line with the
board’s strategy to focus on higher quality revenue streams.
The gross margin increased to 44% in 2019 from 31% in 2018 as a function of a favourable
revenue mix. Administration expenses before depreciation and amortisation increased from
£2.5m to £3.5m as group infrastructure and headcount grew reflecting the integration of
acquisitions over the last 18 months. The adjusted EBITDA loss before exceptional items was
£1.25m compared to £1.6m in 2018 and Falanx reported a headline loss of £1.86m, down
from £2.0m in the previous period. The balance sheet is debt free with cash of £2.4m at the
end of March 2019 following a successful £4.155m institutional fund raising in November
2018.
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Falanx’s core division, Cyber was boosted by the integration of First Base and Securestorm
and revenue increased from £1.1m in 2018 to £3.6m. The gross margin also expanded from
19% to 49% moving the division from an underlying segmental EBITDA loss of almost £1.0m
in 2018 to a positive position of £0.05m in 2019.
The acquisitions of first Base and Securestorm in 2018 have provided Cyber with a wider
portfolio of service offerings and the company also expects that growth from its partnership
with SolarWinds will be delivered over the second half of the current year to March 2020.
SolarWinds has appointed Falanx as one of its first TMSP (threat monitoring service
provider) in the UK, Europe and South Africa, creating a significant opportunity for Falanx to
access SolarWind’s customer base and grow its ‘channel’ sales driven business model.
Falanx Intelligence (Assynt) reported a reduction in revenue from £1.89m in 2018 to £1.64m
in 2019 as a function of the company’s decision to focus on higher quality recurring sales and
away from one off ‘spot’ revenue. This adjustment implied an adjusted EBITDA loss of
£0.05m in 2019 compared to a profit of £0.26m in 2018. However, this rebalancing has led
to a stronger H2 and a much improved monthly recurring revenue run rate which is expected
to continue in 2020.
Falanx Technologies has continued to develop proprietary technology and to integrate third
party technologies to support Falanx Cyber’s business lines including MDR (formerly
MidGARD) and also professional services including Penetration Testing, Awareness and
Consultancy. In this regard, Falanx has noted that many customers have now migrated from
‘on-premise’ services to a cloud-based service model. Consequently, Falanx has successfully
delivered its in-house CASB (Cloud Application Security Broker) capability which has the
potential to allow users to reduce costs and improve security levels further.
Trading over the first four months is in line with the management’s expectations with
professional services in Cyber up by 10% compared to the previous year. The company
has secured new premises in Reading to accommodate this growth and the current
investment in sales capacity is almost complete. With the strengthened management
team anticipating the SolarWinds strategic partnership to start to bring benefits in H2
2020, Falanx remains confident of continued momentum in the current year.
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THIS DOCUMENT IS NOT FOR PUBLICATION, DISTRIBUTION OR TRANSMISSION INTO THE UNITED STATES OF
AMERICA, JAPAN, CANADA OR AUSTRALIA.

Conflicts
This is a non-independent marketing communication under the rules of the Financial Conduct Authority (“FCA”). The
analyst who has prepared this report is aware that Turner Pope Investments (TPI) Limited (“TPI”) has a relationship with
the company covered in this report. Accordingly, the report has not been prepared in accordance with legal requirements
designed to promote the independence of investment research and is not subject to any prohibition on dealing by TPI or its
clients ahead of the dissemination of investment research.
TPI manages its conflicts in accordance with its conflict management policy. For example, TPI may provide services
(including corporate finance advice) where the flow of information is restricted by a Chinese wall. Accordingly,
information may be available to TPI that is not reflected in this document. TPI may have acted upon or used research
recommendations before they have been published.

Risk Warnings
Retail clients (as defined by the rules of the FCA) must not rely on this document.
Any opinions expressed in this document are those of TPI’s research analyst. Any forecast or valuation given in this
document is the theoretical result of a study of a range of possible outcomes and is not a forecast of a likely outcome or
share price.
The value of securities, particularly those of smaller companies, can fall as well as rise and may be subject to large and
sudden swings. In addition, the level of marketability of smaller company securities may result in significant trading
spreads and sometimes may lead to difficulties in opening and/or closing positions. Past performance is not necessarily a
guide to future performance and forecasts are not a reliable indicator of future results.
AIM is a market designed primarily for emerging or smaller companies and the rules of this market are less demanding
than those of the Official List of the UK Listing Authority; consequently AIM investments may not be suitable for some
investors. Liquidity may be lower and hence some investments may be harder to realise.

Specific disclaimers
TPI acts as joint broker to Falanx Group Ltd (“Falanx”) which is listed on the AIM Market of the London Stock Exchange
(“AIM”). TPI’s private and institutional clients may hold, subscribe for or buy or sell Falanx’s securities.
This document has been produced by TPI independently of Falanx. Opinions and estimates in this document are entirely
those of TPI as part of its internal research activity. TPI has no authority whatsoever to make any representation or
warranty on behalf of Falanx.
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General disclaimers
This document, which presents the views of TPI’s research analyst, cannot be regarded as “investment research” in
accordance with the FCA definition. The contents are based upon sources of information believed to be reliable but no
warranty or representation, express or implied, is given as to their accuracy or completeness. Any opinion reflects TPI’s
judgement at the date of publication and neither TPI nor any of its directors or employees accepts any responsibility in
respect of the information or recommendations contained herein which, moreover, are subject to change without notice.
Any forecast or valuation given in this document is the theoretical result of a study of a range of possible outcomes and is
not a forecast of a likely outcome or share price. TPI does not undertake to provide updates to any opinions or views
expressed in this document. TPI accepts no liability whatsoever (in negligence or otherwise) for any loss howsoever arising
from any use of this document or its contents or otherwise arising in connection with this document (except in respect of
wilful default and to the extent that any such liability cannot be excluded by applicable law).
The information in this document is published solely for information purposes and is not to be construed as a solicitation
or an offer to buy or sell any securities or related financial instruments. The material contained in the document is general
information intended for recipients who understand the risks associated with equity investment in smaller companies. It
does not constitute a personal recommendation as defined by the FCA or take into account the particular investment
objectives, financial situation or needs of individual investors nor provide any indication as to whether an investment, a
course of action or the associated risks are suitable for the recipient.
This document is approved and issued by TPI for publication only to UK persons who are authorised persons under the
Financial Services and Markets Act 2000 and to professional clients, as defined by Directive 2004/39/EC as set out in the
rules of the Financial Conduct Authority. This document may not be published, distributed or transmitted to persons in the
United States of America, Japan, Canada or Australia. This document may not be copied or reproduced or re-distributed to
any other person or organisation, in whole or in part, without TPI’s prior written consent.
Copyright © 2019 Turner Pope Investments (TPI) Limited, all rights reserved.
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