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Falanx Group Ltd

Falanx has provided investors with a trading update for its year ended 31 March
2020, together with a Q1 2020/21 update. Broadly in line with expectations set out
in its pre-close statement released on 31 March 2020, the Group expects to report
revenues for the period of c.£5.8m (2019: £5.2m). Based on this, the completion of
a substantial cost reduction exercise including successful transfer of many of
Group staff to remote working, the first quarter of the new financial year saw
overall unaudited EBITDA losses reduce by c.60% despite coinciding with the peak
of the UK’s COVID-19 Pandemic. Retaining a strong balance sheet and with the
current year presently sustaining a c.5% year-on-year revenue improvement, TPI
considers Falanx has potential to deliver a positive operating profit for 2020/21.
The Board will possibly provide more detail regarding such expectations with the
anticipated release of its 2019/20 results which is now scheduled for September.

Increasing demand for Cyber security and strategic intelligence
The Group’s Cyber division had a successful year to end-March 2020, winning 42
new customers. Following the virtually inevitable COVID-19 related hit to sales
during the opening two months of the new financial year, from June onwards
organisations responded positively to Cyber security issues related to staff working
from home and the higher risk this introduces. The Board has confirmed that the
subsequently improved level of activity/enquiries continued into the second
quarter of 2020/21, with revenues c.5% ahead of the comparable period while also
boasting a strong pipeline of potential business.
Falanx Assynt, the Group’s strategic intelligence division, also benefitted from its
rollout of a number of major non-domestic contracts. With monthly recurring
revenues comprising c.94% of its total, Assynt this year has consistently traded
profitably on the back contracts with global enterprises.

Cost reductions delivering an improved operating performance
With a portion of staff furloughed while others were successfully moved to a
remote home-working environment, in July 2020 the Group was able to exit leased
premises in Sussex and London, leaving just the Group HQ offices in Reading. The
overall result has been for total monthly expenditure (cost of sales, capex,
exceptional & opex) to be reduced each month by approximately 30% compared
with 2019/20. Importantly, this means that Falanx’s average monthly revenues in
the final six months of its year ended 31 March 2020 exceeded the current monthly
cost base at the operating level. Having completed the bulk of its investment
programme during 2019, along with the sale of its loss-making Cloud technology
platform in December 2019, despite the impact of the Pandemic the Group’s overall
EBITDA loss in Q1 2020/21 was reduced by 60%. This bodes well for delivery of a
significant improvement in the Group’s operating performance this year.

Focused on core activities and profitability
The past two years have seen Falanx’s Board successfully address a number of
operational and cost issues while eliminating funding liabilities. Refocused on its
core activities, Assynt has moved away from spot revenues to more predictable
recurring income streams (now amounting to c.£3m per annum) following the
addition of large, long-term contracts, which have been sufficient to move it into
sustainable profitability in recent months. The strong pipeline of opportunities
also generated by employers recognising that the recent shift toward much higher
levels of home working is likely to become a semi-permanent issue, has further
boosted the Group’s revenue visibility and opportunity.
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Building on international reputation
Building on its reputation, the Group has recently been recognised by Chambers & Partners, a major international law
firm, as one of the leading global political risk advisory firms in the UK. Such endorsements tend to be valuable in
terms of building reputations as well as attracting and retaining business with major/international users of the
service.
Chambers notes on its website that ‘Falanx Assynt has evolved into an intelligence agency able to provide
information pertaining to many other markets, such as South-East Asia, the CIS and Africa. The firm's offering
consists of a comprehensive subscription-based report and bespoke geopolitical intelligence projects, as well as the
option of providing an embedded analyst at a client's site’.

Balance sheet remains well supported
Following favourable working capital movements, as of 30 June 2020 the Group’s cash balance stood at £0.75m.
Significantly also, customer payments, debtors and creditors (including HMRC) presently remain within agreed
terms, while banking facilities of up to an additional £0.5m are unused.

Enhancing the Group product offering
Falanx Cyber has also announced today its launch of an enhancement to its Managed Detection and Response ('MDR')
service, known as Triarii.
Cyber’s technological platform permits customers benefit from a managed service, as opposed to being required to
acquire and deploying the facilities independently, saving time and costs while avoiding the necessary operational
training to interpret and integrate the output being collected. Triarii has been created using a combination of best of
breed and enterprise-class external components. Its service delivers superior capabilities designed to enhance the
Group's MDR service in order to ensure it remains market-leader in all respects at a competitive price point. This
supports the Group's mantra of offering 'enterprise-class security solutions to all businesses, whatever the size'.
Following successful trials, the Group's largest partners are showing significant interest in Triarii with a view of
deploying it into their customer bases. This potentially provides a robust pipeline of opportunities for the new service.
This pipeline includes the previously announced SolarWinds channel, which has accepted the Triarii service for use
within its community, having been invited to join their Technology Alliance Partner Program, which makes thirdparty solutions available to all of its MSP partners.
In conjunction with the introduction of the service, the Group will shortly be launching its new website to promote
and inform customers as to the value of all Falanx Cyber services, including Triarii. Nearer-term a brief explanation
for covering its products is available at: https://falanxcyber.com/triarii-register-your-interest/ .

Notice of Results
Falanx had originally scheduled its full year results release for July 2020. Subsequent COVID-19 complications,
however, meant that the logistical process of the audit with BDO LLP, which currently remains underway, means
that it now expects to release them towards the end of September 2020. The Board notes that it will continue to
monitor this timeline and update as necessary.
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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.
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 © 2020 Turner Pope Investments (TPI) Limited, all rights reserved.
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