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Core Recommendation

Intelek (ITK)* BUY

Swings and roundabouts

Intelek’s AGM statement contains some grounds for encouragement, with a
higher degree of confidence regarding the outlook for H2, but is tempered
by a note of caution following a relatively slow start to the year. Overall,
management’s underlying expectations regarding the outturn for the
current year have not changed since the last trading update at the time of
its prelims in June, with the exception that the recent weakening in the US
dollar will result in a slightly lower contribution from the US-based satellite
communications division. We have brought our FY 2010E PBT estimates
down by c.8% to account for this change. The outlook for the remainder of
the year remains positive, hence our reiterated BUY recommendation.

m Trading steady after a sluggish start Demand from commercial markets remains
relatively weak in Paradise Datacom, Intelek’s satellite communication - and largest -
division. This leaves the business more dependent on the government sector, where it
is currently bidding on a number of large government programmes; this should provide
a boost to sales in H2, thereby offsetting any sluggishness in H1. Labtech, the
microwave components business, has seen order intake 15% ahead of deliveries in the
first five months of the year as a result of the continued build up in military business and
a recent surge in demand for high-spec telecoms products. As previously flagged, CML,
the aerostructures division, has been suffering from the fall-off in demand in the
corporate jet market, leading management to cut costs earlier in the year. While Q2 has
seen some encouraging signs of recovery, full year divisional profits are still expected to
be substantially lower than last year in line with previous guidance.

Table 1: Revised estimates

Year to Sales PBT (Em) EPS (p) DPS (p)

Mar New Oid New Oid New Oid New Oid
2010E 38.0 38.7 34 3.7 27 2.9 0.5 0.5
2011E 39.8 40.5 4.0 4.2 3.1 3.3 0.6 0.6

Source: Altium Securities

m Earnings adjustment In order to account for the movement in the US dollar over the
past few months - it has weakened by 20% against sterling since March - we have
reduced our assumptions for the likely contribution by Paradise Datacom, the vast
majority of whose sales are in dollars. The result is a reduction of ¢.8% in our FY
2010E PBT estimates, with a similar adjustment to subsequent years.

m Valuation still compelling We retain our view that the satellite communication
division Paradise Datacom is the jewel in the crown of the group and that it is worth
more than the current enterprise value of the group in its own right. Given the
increased confidence in the outlook, we regard the valuation of less than 6x FY 2010E
earnings and 3x EV/EBITDA for the same year as too low. We remain BUYers.

Year to T/lo AdjPBT Tax Adjusted PER Div Yield Net EV/
Mar £m £m % EPS X P % Cash EBITDA
2008A 36.0 3.3 28.8 2.8 5.5 0.5 3.0 -3.9 3.3
2009A 39.3 41 31.1 3.3 4.6 0.5 3.0 -3.8 2.8
2010E 38.0 3.4 33.0 27 5.7 0.5 34 -3.0 3.0
2011E 39.8 4.0 33.0 3.1 4.9 0.6 3.7 -2.2 2.6
2012E 425 4.5 33.0 3.6 4.3 0.6 41 -0.2 21

*Altium Capital acts as broker and advisor to this company.
Altium Securities makes markets in this stock.
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Disclaimer - Important Information

This document was produced by Altium Securities, a trading name of Altium Capital Limited (“Altium”), 30 St James’s
Square, London SW1Y 4AL. Tel 020 7484 4040. Registered in London No 1072627. Altium is authorised and regulated by the
Financial Services Authority (“the FSA”).

This document is not independent and should not be relied on as an impartial or objective assessment of its subject
matter. Given the foregoing this document is deemed to be a marketing communication and as such has not been
prepared in accordance with legal requirements designed to promote the independence of investment research and
Altium is not subject to any prohibition on dealing ahead of the dissemination of this document as it would be if it were
independent investment research.

Please see (www.altiumcapital.com/regulatory/default.asp) for additional regulatory disclosures concerning Altium and its
research production.

The research analyst is primarily responsible for the content of the research document. He/she certifies that all views expressed
accords with his/her personal views about the issuer or securities covered in the research document.

The contents are based upon sources of information believed to be reliable but no warranty or representation, expressed or
implied, is given as to their accuracy or completeness. Any opinion reflects our judgement at the date of publication and neither
Altium, nor any of its affiliated or associated companies, nor any of their directors or employees accepts any responsibility in
respect of the information or recommendations contained herein which, moreover, are subject to change without notice.

This is not an offer, nor a solicitation, to buy or sell any investment referred to in this document. The material is general
information intended for recipients who understand the risks associated with investment. It does not take account of whether an
investment, course of action, or associated risks are suitable for the recipient. Altium or its affiliated or associated companies
and their directors or employees may, as principal or as agent, make purchases, sales and offers to purchase or sell in the open
market or otherwise and may have positions in or options on any such investment(s). Altium may provide services (including
corporate finance advice) where the flow of information is restricted by a Chinese Wall. Accordingly, information may be
available to Altium that is not reflected in this document. This document is intended to be used by market professionals (eligible
counterparties and professional clients but not retail clients). Retail clients must not rely on this document and should note that
Altium’s advisory services are not available to them. The document must not be copied or re-distributed to another person /
organisation without Altium’s prior written consent.

This document is approved for communication by Altium in the UK and to EEA market professionals who have registered with
Altium to receive such information. Altium Capital Limited may distribute research in reliance on Rule 15a-6(a)(2) of the
Securities and Exchange Act 1934 to persons that are major US Institutional investors, however, transactions in any securities
must be effected through a US registered broker-dealer. Any failure to comply with this restriction may constitute a violation of
the relevant country’s laws for which Altium does not accept responsibility. By accepting this document you agree that you have
read the above disclaimer and to be bound by the foregoing limitations / restrictions.

Please note that unless otherwise stated, the share price used in this publication is taken at the close of business for the
previous business day.

Altium Securities Research - Recommendation Definition

With effect from 1 April 2009 Altium has adopted the recommendation structure summarised below. All views are predicated on
a market neutral basis and the valuation approach(es) adopted in arriving at the recommendation are detailed within the
research report.

Recommendation (12 months)

BUY 10% or greater upside
HOLD +10%/-10% variation
SELL 10% or greater downside
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