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Strengthening of optical technologies portfolio
Acquisition of OTN techno. from Padtec to boost optical segment
This morning Ekinops announced the signing of definitive agreements, subject to
conditions, to acquire the OTN-Switch (Optical Transport Network) platform
developed by Padtec, an optical communications system manufacturer based in
Brazil. OTN technology is used to switch data traffic over optical fibres, and it is
estimated that over 40% of the optical network market uses OTN solutions, Ekinops
says. Ekinops expects to deliver revenues from new OTN products starting in 2020,
and targets the major operator core networks market segment with the objective to
triple its optical transport product sales within 5 years. As such we expect additional
revenues could reach cEUR40m on top of the current estimated EUR20m for the
optical transport business. We view the acquisition as an interesting development for
Ekinops in order to boost its optical network business, but we point out an increase in
the mix of optical products could be slightly dilutive to the gross margin.

Limited balance sheet impact with capital increase expected
Ekinops will acquire OTN technology and an R&D team comprising 25 engineers based
in Brazil for EUR10 million in cash. We therefore estimate Incremental personnel
charges of around EUR3m per year, an increase of 15% in the R&D budget. Financing
is not a major issue, as the group’s net cash position was EUR14.2m at the end of
2018, and the group said this morning it raised EUR6.3m in new bank loans in Q2 2019.
Pro forma with the acquisition, we estimate the group’s net cash should end up at
cEUR6m by the end of 2019. However, in order to strengthen its balance sheet, the
group intends, subject to favorable market conditions, to carry out a capital increase
by private placement over the coming weeks, for an amount capped at 10% of the
capital stock. The major shareholders sitting on the Board of Directors, Aleph Golden
Holdings Sarl and Bpifrance (representing c27% of the share capital) have notified the
company of their intention to take part. The capital increase should bring cEUR8m in
cash, at current market conditions. We believe the stock market reaction should be
rather cautious, but we believe today’s impact should be limited given the stock was
down 4.74% yesterday.
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Bryan Garnier stock rating system
For the purposes of this Report, the Bryan Garnier stock rating system is defined as follows:

Stock rating
BUY

NEUTRAL

SELL

Positive opinion for a stock where we expect a favourable performance in absolute terms over a period of 6 months from
the publication of a recommendation. This opinion is based not only on the FV (the potential upside based on valuation),
but also takes into account a number of elements that could include a SWOT analysis, momentum, technical aspects or the
sector backdrop. Every subsequent published update on the stock will feature an introduction outlining the key reasons
behind the opinion.
Opinion recommending not to trade in a stock short-term, neither as a BUYER or a SELLER, due to a specific set of factors.
This view is intended to be temporary. It may reflect different situations, but in particular those where a fair value shows
no significant potential or where an upcoming binary event constitutes a high-risk that is difficult to quantify. Every
subsequent published update on the stock will feature an introduction outlining the key reasons behind the opinion.
Negative opinion for a stock where we expect an unfavourable performance in absolute terms over a period of 6 months
from the publication of a recommendation. This opinion is based not only on the FV (the potential downside based on
valuation), but also takes into account a number of elements that could include a SWOT analysis, momentum, technical
aspects or the sector backdrop. Every subsequent published update on the stock will feature an introduction outlining the
key reasons behind the opinion.
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BUY ratings 50.3%

NEUTRAL ratings 42.9%

SELL ratings 6.7%
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