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Judges Scientific's focus is paying
dividends
2018 finished strongly with record high revenue and
order intake
Judges Scientific PLC (LON:JDG) posted strong 2018 full year results
with revenues at £77.9mln (9% up year-on-year, including 5.5%
organic growth) and adjusted operating profit at £14.7mln (35%
up year-on-year). Revenue growth was solid across the regions,
except for China/Hong Kong, where sales were down by 8%
following the previous annual growth of 39%. With more than 85%
of goods being exported, the weakness of sterling continued to
benefit the group’s order intake, which grew across the region
including 6% organic growth.
The improved demand not only supported top line growth but also
the organic operating contribution that was up 30% year-on-year.
Operating margin for 2018 increased to 18.9% from 15.2% in 2017
driven by operational enhancement. Along with the improved
profitability, we find a ROTIC (return on total invested capital) of
27.6% at end-2018 a notable achievement from the previous year’s
20.6%. The adjusted basic earnings per share (EPS) came in at
183p, up 39% year-on-year and much higher than our estimates.
The management continued its shareholder friendly dividend
policy: the final dividend of 28p made a total of 40p for 2018
(FY2018), up 25% from 32p for FY2017.

Little impact from macro environment while the group
continues focusing on maximising shareholder value
The management of Judges is confident that there is a limited
impact from macro environments such as Brexit. So far, the only
impact from Brexit has been a favourable currency movement,
and this continued weakness of sterling contributed to robust
sales; however, the past two years’ healthy order intake has been
partially propelled by currency tailwinds and the sustainability
remains uncertain. While the group is mostly hedged for 2019, any
unfavourable currency swings remain as one of the key downside
risks in the medium-term.
In the meantime, the management reiterated its long-term goal: to
optimise its capital allocation with consistent investment in research
& development (R&D) and value-adding acquisition and maximise
shareholder return. Albeit dependent on mergers & acquisitions
(M&A) process in the future, the group’s medium/long-term ROTIC
target of 30% and above looks reasonable. As shown in 2018's
full-year results, we believe Judges has healthy fundamentals to
continue its annual dividend growth in line with its 10-year average
growth rate of 25%, which is a key investment proposition of Judges
Scientific.
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David Cicurel, Cihief Executive
David founded Judges in 2002 having
spent much of his career as a turnaround
specialist and, subsequently, as an ‘active
value’ investor operating with his own
funds.

Brad Ormsby, Group Finance Director
Brad Ormsby is a Chartered Accountant
who has significant senior finance and
operational experience acquired during
nine years at PwC followed by six years
at Eurovestech plc, the pan-European
development capital fund, and associated
companies.

Strong cash position and order book sets smooth start of
2019
With a healthy balance sheet and order book, Judges is set for
smooth sailing into 2019. The group has not completed any new
acquisitions during 2018, hence a net cash position (adjusted
net cash excluding subordinated debt owed to non-controlling
shareholders) of £0.9mln by the end of 2018 vs. net debt of £8.0mln
for 2017. Despite slow M&A activities in 2018, the management
has confirmed the group’s continuous and disciplined search of
potential value-adding acquisition targets that operate US/UK
centric businesses with underlying earnings (EBIT) of no less than
£500,000.
We share the management’s positive view on overall market
demand in the long-term as it is driven by global needs for
optimisation and measurement improvement across the industry.
With well-diversified sales across the globe and the group’s
competitive leadership in a niche market, we expect the steady
growth in the near-term.
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General Disclaimer and copyright
LEGAL NOTICE – IMPORTANT – PLEASE READ
Capital Network is a trading name of Proactive Investors Limited which is regulated and authorised by the Financial
Conduct Authority (FCA) under firm registration number 559082. This document is published by Capital Network and its
contents have not been approved as a financial promotion by Proactive Investors Limited or any other FCA authorised
person. This communication is made on the basis of the 'journalist exemption' provide for in Article 20 of The Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005 and having regard to the FCA Rules, and in particular PERG
8.12.
This communication has been commissioned and paid for by Judges Scientific and prepared and issued by Capital
Network for publication. All information used in the preparation of this communication has been compiled from
publicly available sources that we believe to be reliable, however, we cannot, and do not, guarantee the accuracy or
completeness of this communication.
The information and opinions expressed in this communication were produced by Capital Network as at the date of writing
and are subject to change without notice. This communication is intended for information purposes only and does not
constitute an offer, recommendation, solicitation, inducement or an invitation by, or on behalf of, Capital Network to make
any investments whatsoever. Opinions of and commentary by the authors reflect their current views, but not necessarily of
other affiliates of Capital Network or any other third party. Services and/or products mentioned in this communication may
not be suitable for all recipients and may not be available in all countries.
This communication has been prepared without taking account of the objectives, financial situation or needs of any
particular investor. Before entering into any transaction, investors should consider the suitability of the transaction to their
individual circumstance and objectives. Any investment or other decision should only be made by an investor after a
thorough reading of the relevant product term sheet, subscription agreement, information memorandum, prospectus or
other offering document relating to the issue of securities or other financial instruments.
Nothing in this communication constitutes investment, legal accounting or tax advice, or a representation that any
investment or strategy is suitable or appropriate for individual circumstances or otherwise constitutes a personal
recommendation for any specific investor. Proactive Research recommends that investors independently assess with
an appropriately qualified professional adviser, the specific financial risks as well as legal, regulatory, credit, tax and
accounting consequences.
Past performance is not a reliable indicator of future results. Performance forecasts are not a reliable indicator of future
performance. The investor may not get back the amount invested or may be required to pay more.
Although the information and date in this communication are obtained from sources believed to be reliable, no
representation is made that such information is accurate or complete. Proactive Research, its affiliates and subsidiaries do
not accept liability for loss arising from the use of this communication. This communication is not directed to any person in
any jurisdiction where, by reason of that person's nationality, residence or otherwise, such communications are prohibited.
This communication may contain information obtained from third parties, including ratings from rating agencies such as
Standard & Poor's, Moody's, Fitch and other similar rating agencies. Reproduction and distribution of third-party content
in any form is prohibited except with the prior written consent of the related third-party. Credit ratings are statements of
opinion and are not statements of fact or recommendations to purchase, hold or sell securities. Such credit ratings do not
address the market value of securities or the suitability of securities for investment purposes, and should not be relied upon
as investment advice.
Persons dealing with Capital Network or members of the Proactive Investors Limited group outside the UK are not covered
by the rules and regulations made for the protection of investors in the UK.
Notwithstanding the foregoing, where this communication constitutes a financial promotion issued in the UK that is not
exempt under the Financial Services and Markets Act 2000 or the Orders made thereunder or the rules of the FCA, it is issued
or approved for distribution in the UK by Proactive Investors Limited.
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