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MTI Wireless Edge - Expanding irrigation
opportunity

Parkland acquisition - accretive to the P&L, strategically
valuable
MTI Wireless Edge (LON:MWE) recently announced the acquisition of
a 50% stake in Parkland Australia, a value added reseller of MTI's
smart irrigation systems.

We are increasing our revenue and earnings per share (EPS)
forecasts by 1% for 2019e and 2% for 2020e to reflect the acquisition
(table on p2 summarises).

Strategically, the acquisition expands MTI's presence in Australia, a
major global market for smart irrigation. We believe that the largest
markets for MTI in the irrigation space currently are Israel, North
America, South Africa, and China, with Australia adding a potentially
significant new avenue for growth.

Overall progress of the business remains strong
We understand that the overall progress of the group remains firmly
on track for 2019e. We are maintaining forecasts for revenue growth
of 10%, and EPS growth of 26%. Furthermore, we continue to expect
an increase in the dividend, representing a dividend yield of 5.7%,
and a strong net cash position on the balance sheet.

Revenue growth is driven by positive performance across all three
operating divisions. We provide a summary of the three businesses
on p2.

Share price - strong performer YTD, but still a very
undemanding valuation
The MTI share price has increased 53% from its low point of January
2019. However, the shares remain on a price/earnings ratio of only
8.6x for 2019e and 7.0x for 2020e. With structural growth drivers across
all three divisions and a strong balance sheet, we would argue for
a P/E of at least 10x for 2020e. As the market continues to become
more familiar with the enlarged MTI Wireless Edge (following the
August 2018 merger) we see scope for further re-rating.

Year end Dec 31 2017 2018 Current 2020
 

Revenue ($M) 34.65 35.47 39.52 42.22
EBITDA (US$M) 3.05 3.51 4.49 5.21
EPS ( US cents) 2.3 2.7 3.5 4.2
DPS ( cents) 2.0 1.5 1.7 1.8
Dividend yield 6.7% 5.0% 5.7% 6.0%
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Moni Borovitz - Chief Executivie Officer.
Borovitz is a certified public accountant,
He holds a BA from Tel Aviv University
and an MBA from Ben Gurion University.

Revenue by division, 2019e

Source: Capital Network forecast

The chart above shows our forecast for MTI Wireless Edge revenues by
division for 2019e. The divisions can be summarised as follows:

Water Solutions: Provides wireless remote control solutions for water
management and irrigation applications, including agricultural, municipal
and water distribution applications.

Demand remains strong globally for smart irrigation systems. During 2019
the business has secured its largest ever order, a breakthrough order for
irrigation control systems into the Chinese market. The Parkland acquisition
further extends the geographic presence in Asia/Pacific.

Antennas: Supplies antennas for both military and commercial markets
from 100 KHz to 90 GHz.

Demand drivers include 5G wireless infrastructure in the civil
communications sector and increasing budgets among major military
customers. The outlook remains positive.

Distribution & Professional Consulting Services: Consultation services
specialising in RF and Microwave solutions and applications into the
Israeli and Russian markets, and also design and integration of aerostat
operation systems, used for surveillance and border control.

Revenue for the division has grown strongly in 2019 as previously
announced projects matured into revenue generation. A recent new
order for aerostat systems will deliver additional revenues in the coming
quarters.

Earnings revisions to reflect the Parkland deal

Source: Capital Network
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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 MTI Wireless Edge 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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