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Strong H118 sales support FY18 targets

Expert System’s H1 trading update confirms that it generated year-on-year
sales growth of more than 50% in H118 to €12.9m. Management confirmed
that this is in line with its growth plan (sales growth of 9-15% y-o-y for
FY18). We maintain our forecasts; full H118 results are due to be published
on 28 September.

Revenue EBITDA* EPS* DPS PIE  EVIEBITDA
Year end (€m) (€m) (€) (€) (x) (x)
12/16 251 (2.2) (0.22) 0.0 N/A N/A
12117 278 1.7 (0.18) 0.0 N/A 30.0
12/18e 30.5 4.0 (0.05) 0.0 N/A 13.0
12/19 348 7.0 0.02 0.0 50.9 75

Note: EBITDA and EPS are normalised, excluding amortisation of acquired intangibles,
share-based payments

Expert has announced that it generated sales of €12.9m in H118, up 53% from the
€8.4m generated in H117. Management commented that these results were in line
with its growth plan. We note that the company had previously guided to sales in
the range €28.5-30.0m for FY18, and we are forecasting €29.0m for the year. As a
reminder, our revenue forecast also includes €1.5m of grants and other income
(€1.6m reported in FY17). Based on the sales achieved in H118, this implies the
company will need to generate sales of €16.1m in H218, equating to half-on-half
growth of 25% but a year-on-year decline of 9% from the €17.7m generated in
H217. The company typically sees strong seasonality with H2 revenues higher than
H1. In FY17, H2 revenues made up 68% of the total — we do not expect the
seasonal effect to be quite so strong in FY18 but view our H218 forecast as
achievable. We maintain our forecasts pending full H118 results on 28 September.
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Net debt (€m) at end December 2017 8.8
Shares in issue 35.7m
Free float 73%
Code EXSY
Primary exchange AIM ltalia
Secondary exchange N/A
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Business description

Expert System has developed and patented
technology that extracts useful information from
unstructured text using semantic-based techniques.
It applies this technology to a number of verticals
including enterprise search, customer experience
management and big data analytics.
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