Scale research report - Update
Measurement instruments

Nynomic

10 June 2020

€22.3

Price

Non-destructive measurement technology

€114m

Market cap
Share price graph

While noting the uncertainty caused by the coronavirus pandemic,
management believes that Nynomic is comparatively robust because of
the diversity of markets served and its global customer-base. Longer term,
demand for Nynomic’s smart, miniaturised measurement technology is
likely to benefit from the new automated production methodologies loosely
aggregated as industry 4.0.

FY19 performance in line with revised guidance
Group revenue declined by 6% year-on-year during FY19 to €64.9m as the

Share details

uncertainty created by the global geopolitical climate stifled investment in
equipment for manufacturing semiconductors, particularly during the first half of the
year. EBIT fell by 46% to €6.4m because of lower revenues, investment in sales
and marketing and product development, and higher numbers of employees
following the acquisition of LemnaTec in August 2019 and Sensortherm in
September 2019. These acquisitions take the group into two new industry verticals.
EBIT margin reduced from 17% to 10%. Net debt (including €5.5m financial
liabilities from leasing at end FY19 (nil at end FY18) increased by €10.6m during
FY19 to €20.2m at the year end.

Management confident about FY20 and beyond
The group appears relatively unaffected by the global coronavirus pandemic. In
June 2020 management reiterated FY20 guidance of over €70.0m revenues with
an EBIT margin of over 10%. Management is also maintaining its medium-term
growth target of €100m sales with an EBIT margin of around 15%. The Q120
figures showed that the company is on track to meet management guidance.
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Business description
Nynomic is an integrated provider of photonics
solutions based on a common technology platform. It
uses non-contact optical technology to create
customised systems for OEMs, which are deployed
in the clean tech, green tech and life science sectors.

Bull
◼ Ability to provide customised solutions for OEMs.
◼ Addresses high growth emerging markets.

Valuation: Trading at a discount to peers

◼ LemnaTec and Sensortherm open new industry

The share price has bounced back since the panic selling at the start of the
coronavirus pandemic, helped by the announcement of a large medical contract in
mid-May. A comparison of Nynomic’s prospective consensus EV/sales, EV/EBITDA
and P/E multiples with those in our sample of European-listed companies involved
in instrumentation shows the company is trading at a discount to the mean on all
metrics. However, we note that Nynomic’s EBIT margin is also below the sample
mean. This indicates there is potential for further share price appreciation if
management can combine continued revenue growth with an improvement in the
operating margin.

verticals.

Bear
◼ Buy-and-build strategy resulting in higher levels

of debt.

◼ Margin drag of sales and marketing and product

development for Spectral Engines.
◼ Presence in multiple sectors gives resilience but

does not protect against general market
weakness.
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Financials
FY19 performance affected by global uncertainty
Exhibit 1: Revenues by segment, FY19
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After four record years in a row, group revenue declined by 6% year-on-year during FY19 to
€64.9m. This was ahead of management guidance which in November 2019 was revised down
from €67.0–70.0m to €62.0m. While the life science segment reported an 18% year-on-year
increase in revenues, the substantially larger clean tech segment showed a 10% year-on-year
decrease. Management had anticipated this decline, which was attributable to the uncertainty
created by the global geopolitical climate which stifled investment, particularly in equipment for
manufacturing semiconductors and electronic equipment and leading customers to postpone
projects and purchases. This effect was most marked in the first half, when group revenues fell by
19% year-on-year. H219 revenues were 21% higher than H119 and 9% higher than H218.
Cost of materials as a percentage of sales, work-in-progress and finished goods and capitalised
work increased by 1.7pp to 37.2%, reflecting a change in product mix. Personnel costs increased
by 8% reflecting the increased number of employees following the acquisitions of LemnaTec and
Sensortherm. EBIT fell by 46% to €6.4m as a result of lower revenues on a leveraged cost-base
and investment in sales and marketing and product development. The EBIT margin reduced from
17% to 10%, in line with revised guidance of 10%. EPS halved to €0.85.
Net debt, including €5.5m financial liabilities from leasing at end FY19 (nil at end FY18) increased
by €10.6m during FY19 to €20.2m at end FY19. Gearing (net debt/equity) rose by 29.1pp year-onyear to 61.6%, distorted by the adoption of IFRS 16 in FY19. Cash invested in acquisitions totalled
€4.5m, €4.1m of which related to Sensortherm. The business operations of LemnaTec were
purchased through an asset deal for an undisclosed sum in the ‘middle six-digit’ range.

Management confident about FY20 and beyond
The group appears relatively unaffected by the global coronavirus pandemic. The individual
companies have remained operational throughout the outbreak. While management recognises the
potential for adverse effects on both procurement and sales, there have not been any significant
delivery bottlenecks or order cancellations so far. The group is protected to some extent by the wide
range of markets it serves, with stronger demand from the healthcare and pharmaceutical markets
offsetting weakness elsewhere. Noting that some of its competitors serving individual market niches
may not have the balance sheet strength to survive the effects of the pandemic, management
believes that the economic turmoil may present opportunities to acquire additional businesses
serving new industry verticals.
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In March management provided guidance of over €70.0m in revenues with an EBIT margin of 10–
15%. The revenue guidance was reiterated in May and again in June, though EBIT guidance was
revised to ‘over 10%’ in May. The EBIT guidance was repeated in June, with the caveat that the fullyear outcome will depend on how coronavirus affects demand later in the year. The Q120 figures
show that the company is on track to meet management guidance. Quarterly group sales rose by
18% to €18.2m, while EBIT was down 14% at €1.8m. The EBIT margin fell from 14% in the prior
year period to 10% because of changes in the product mix, continued investment in sales and
marketing and the macroeconomic background. The net order backlog at end FY19 was lower than
the previous year (€34.2m vs €35.3m) reflecting customers placing smaller orders to cover their
requirements for a shorter period of time because of the lack of demand visibility. However, the
order book jumped to over €40.0m in mid May following the receipt of a follow-on order related to
laboratory automation worth €14.0m over two years from a long-standing customer in the Life
Sciences segment.
While noting the uncertainties created by the coronavirus pandemic, management believes that the
group remains well positioned for the medium and long term, with demand for its smart,
miniaturised measurement technology supported by the new automated production methodologies
loosely aggregated as industry 4.0. It is therefore sticking with its medium-term growth target of
€100m sales with an EBIT margin of around 15%.

Acquisitions take group into new verticals
LemnaTec takes group into high-growth segment in agriculture
In August 2019 Nynomic acquired the business operations of LemnaTec, a specialist in the
development of hardware and software systems for automated, high-throughput digital plant
phenotyping. These systems use non-invasive, contact-free sensors to measure external
characteristics such as the size, shape and colour of plants to determine in real-time how quickly
their shoots or roots are growing. The systems also record physiological parameters such as the
water and nutrient content of the leaves or photosynthesis rates. This information is used to breed
new variants of plants that are adaptable to climate change, particularly to drought and extreme
weather conditions.

Sensortherm takes group into high-growth segment in infra-red
measurement technology
In September Nynomic acquired 100% of the shares in Sensortherm. Sensortherm specialises in
applications for non-contact, high-precision and fast temperature determination such as controlling
the process temperature in laser systems for additive manufacturing. Its pyrometers deploy digital
signal processing techniques for speed of analysis.

Successful entry into B2C markets
Nynomic acquired a 75% stake in Spectral Engines in May 2018 for an undisclosed sum with the
intention of accessing the B2C (business-to-consumer) market for the first time. At the time
management allocated €10–15m for further technology and market development in the new
subsidiary. Spectral Engines makes MEMS-based (microelectromechanical systems) spectral
sensors, opening a route for manufacturing high volumes of extremely small, cost-effective
spectrometers. These sensors measure material content such as moisture, fat, protein,
hydrocarbons, textiles, polymers and pharmaceutical ingredients, including narcotics. The sensor
technology is complemented by a cloud-based platform for processing data from the sensors and
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applying AI (artificial intelligence) techniques to interpret it. The technology is suitable for smart
industry, smart agriculture, smart home and portable applications.
During FY18 the subsidiary announced its first strategic contract. This was to supply BoschSiemens-Hausgeräte with MEMS-based spectral sensors for smart home applications. In
November 2019 the group announced another milestone in its penetration of the B2C market with
the launch of a handheld device for real-time contactless measurement of THC
(tetrahydrocannabinol) and CBD (cannabidiol) levels in hemp and cannabis ingredients. The
spectral data obtained by the device is processed in the cloud using machine learning (AI)
algorithms and the aggregated measurement values are displayed on the user's smartphone or
other device. This means that complex and lengthy laboratory measurements can be replaced by
smart and fast applications at various points in the processing and distribution chain of hemp and
cannabis. The device retails at $1,495. Significantly, the development represents an opportunity for
the group to start generating recurring revenues from the monthly fees associated with related
smartphone applications. Given the strategic significance of this subsidiary, Nynomic acquired the
remaining 25% stake in Spectral Engines for an undisclosed sum in May 2020, ahead of schedule.

Valuation
In common with all of the other stocks in our sample of European-listed companies involved in
instrumentation with the exception of Isravision, which is the subject of a takeover, Nynomic’s share
price slumped during the panic selling at the start of the coronavirus pandemic, falling to €12.0 on
16 March. Nynomic’s share price has recovered since then and is now 24% higher than at the start
of 2020, boosted in part by the announcement of the large medical order in mid May. At current
levels, a comparison of Nynomic’s prospective consensus EV/sales, EV/EBITDA and P/E multiples
with those in our sample shows that the company is trading at a discount to the sample mean on all
metrics. However, we note that Nynomic’s EBIT margin is also below the sample mean. This
suggests that there might be potential for further share price appreciation if management can
combine continued revenue growth with meaningful improvement in the operating margin, which
should be possible as the investment in product development and sales and marketing for Spectral
Engines translates into profits.
Exhibit 3: Listed peers
Name
Halma
Hexagon
Isra Vision
Jenoptik
Oxford Instruments
Spectris
Vaisala
Mean
Nynomic

Market
cap (€m)

Ytd performance EV/Sales EV/Sales
(%)
1FY (x)
2FY (x)

10,169
18,791
1,044
1,367
836
3,588
1,075

9.4
2.9
18.4
(8.9)
(18.4)
(8.1)
10.7

114

24.2

6.8
5.6
6.0
1.7
2.1
2.3
2.7
3.9
1.7

6.7
5.1
5.4
1.6
2.3
2.1
2.6
3.7
1.5

EV/EBITDA EV/EBITDA
1FY (x)
2FY (x)
28.1
17.6
18.5
12.3
12.3
13.6
17.2
15.3
12.4

27.8
14.9
16.4
10.2
14.8
11.4
15.1
13.8
8.9

P/E 1FY
(x)

P/E 2FY
(x)

41.1
28.4
39.8
27.8
19.9
23.6
39.3
31.4
26.9

41.3
23.4
34.2
20.6
24.5
18.9
33.9
28.1
16.6

Source: Refinitiv. Note: Prices at 4 June 2020. Grey shading indicates exclusion from mean.
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EBIT
margin
1FY (%)
20.7
22.4
21.4
7.8
13.9
13.0
10.2
15.6
11.3

Revenue
CAGR
(%)
6.4%
2.4%
11.0%
1.3%
-0.8%
-2.4%
1.8%
2.8%
5.6%

General disclaimer and copyright
Any Information, data, analysis and opinions contained in this report do not constitute investment advice by Deutsche Börse AG or the Frankfurter Wertpapierbörse. Any investment decision should be solely based on a
securities offering document or another document containing all information required to make such an investment decision, including risk factors. This report has been commissioned by Deutsche Börse AG and prepared
and issued by Edison for publication globally.
Edison Investment Research standard fees are £49,500 pa for the production and broad dissemination of a detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfront in cash
without recourse. Edison may seek additional fees for the provision of roadshows and related IR services for the client but does not get remunerated for any investment banking services. We never take payment in stock,
options or warrants for any of our services.
Accuracy of content: 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 and have not sought for this information to be independently verified. Opinions contained in this report represent those of the research department of Edison at the time of publication. Forward-looking information
or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties and other
factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.
Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in
connection with the access to, use of or reliance on any information contained on this note.
No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the 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 securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of
investors.
Investment in securities mentioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment business and, accordingly, does not itself hold any
positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report, subject to
Edison's policies on personal dealing and conflicts of interest.
Copyright: Copyright 2020 Edison Investment Research Limited (Edison).

Australia
Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Representative (1252501) of Crown Wealth Group Pty Ltd who holds an Australian Financial
Services Licence (Number: 494274). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice
given by Edison AU is general advice only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having
regard to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like
instrument.

New Zealand
The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the
purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the
topic of this document. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in
relation to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is
intended only as a “class service” provided by Edison within the meaning of the FAA (i.e. without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making
an investment decision.

United Kingdom
This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or solicitation for investment in any securities mentioned or in the topic of this document. A
marketing communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence of investment research and is not subject to any
prohibition on dealing ahead of the dissemination of investment research.
This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investments, i.e. investment professionals within the meaning of Article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPO") (ii) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49
of the FPO and (iii) persons to whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. It is not intended that this document be
distributed or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstances should persons of any other description rely on or act upon the contents of this document.
This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any other person.

United States
Edison 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. This report is a bona fide
publication of general and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As such, Edison does not
offer or provide personal advice and the research provided is for informational purposes only. No mention of a particular security in this report constitutes a recommendation to buy, sell or hold that or any security, or that
any particular security, portfolio of securities, transaction or investment strategy is suitable for any specific person.
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