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XTEK (XTE) 

Q1 FY21 – Profits look set to grow 

 Our View 

Retain Outperform. XTE has built a variety of business lines in the defence area 

including body armour (XTclave) and SUAS (small unmanned aerial systems – 

drones) both of which are now being monetised. A recent contract win in Europe 

combined with the purchase of HighCom in the US shows that XTE has the 

distribution network to win contracts globally. One or two major contract wins 

within the body armour space could be the catalyst for a company re-rating. 

The current valuation is reasonable, the business is now profitable and large new 

markets are being opened in part due to past investment in body armour. 

Underlying demand for XTE’s products continues to be solid, driven by defence 

spending, which has proven resilient to economic cycles and in the current 

COVID-19 environment.  

In order to continue to grow the business XTE is required to win defence contracts, 

which no doubt played a part in the recent appointment of Christopher Pyne, 

former Australian Defence Minister, to the board of directors. 

 Key Points 

Encouragingly, XTE continues to release positive news:  

Recent contract win(s), capital raising and trading update 

• Appointment of strategic advisor to the board, Brigadier Mark Smethurst DSC, 

AM (Ret’d) 

• Completed first international order from the Finnish army for $2m of XTclave 

plates via distributor/ballistic manufacturer CPE Production OY.  

• Raised fresh equity of $9.2m with an SPP of up to $2m. This provides timely 

capital for XTE to fund growth initiatives. 

• Received first commercial order for XTclave plates from Australian law 

enforcement via Australian distributor TOTE Australia.   

• Expectation for recurring US ballistic sales of AU$14m p.a. based on HighCom 

network.  

• Expected near term opportunities of AU$70m across ballistic, SUAS and other 

solutions.  

• Installed XTclave body armour plant in Adelaide in February 2020. 

• Small unmanned aerial systems business continues to perform well 

underpinned by spare parts and maintenance work. XTE recently received a 

fresh $2.8m in contract value for further new units. 

Balance sheet and valuation 

• XTE’s balance sheet had $3.6m in cash as at 31 July 2020 before the August 

2020 capital raising, after gearing up the Adelaide plant and some working 

capital spending.  

• We have a DCF derived valuation of 92 cents per share. 
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Recommendation: Outperform 

 Summary (AUD) 

Market Capitalisation $43.9m 

Share price $0.62 

52 week low $0.39 

52 week high $0.91 

 

Share price graph (AUD) 

 

 

 

 

 

 

 

 

 

 

 

 

  

Key Financials (AUD)

June FY19A FY20A FY21E

Revenue 37.9 42.7 42.7

EBITDA 0.5 1.2 3.0

NPAT (adj) 0.2 0.3 1.9

EPS c 0.4                  0.6                  3.0                  

EPS growth 46.4% high

PE Ratio (x) 169.6 115.9 23.9

DPS c 0.0 0.0 0.0

Div Yield 0.0% 0.0% 0.0%

Franking 0.0% 0.0% 0.0%

EV 26.5 34.6 34.2

EV/EBITDA n.m n.m 11.6

EV/EBIT  n.m n.m 18.8

 

 Key Financials (AUD) 

June FY20A FY21E FY22E 

Revenue ($m) 37.9 42.7 42.7 

EBITDA ($m) 0.5 1.2 3.0 

NPAT Adj. 0.2 0.3 1.9 

EPS Adj. (c) 0.4                    0.6                      3.0                      

 Growth (pcp)  46.4% high 

PE Ratio (x) 148.1 101.2 20.9 

DPS (c) 0.0 0.0 0.0 

Div Yield 0.0% 0.0% 0.0% 

Franking 0.0% 0.0% 0.0% 

    

EV ($M) 22.9 29.9 28.0 

EV/EBITDA (x) n.m n.m 9.5 

EV/EBIT (x) n.m n.m 15.4 
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XTEK - Summary of Forecasts XTE 0.620$     

P R OF IT  & LOSS SUM M A R Y (A $ m) B A LA N C E SH EET  SUM M A R Y

Year end June F Y19A F Y20A F Y21E F Y22E Year end June F Y19A F Y20A F Y21E F Y22E

T o tal R evenue 37.9 42.7 42.7 47.0 Cash 5.3 3.1 14.8 16.8

EBITDA 0.5 1.2 3.0 3.6 Receivables 2.7 3.0 3.0 3.3

Dep'n/Other Amort'n (0.3) (0.8) (1.1) (1.2) Inventories 1.8 9.0 2.1 2.4

EBIT 0.24 0.38 1.82 2.40 Other/large receivable 18.2 14.0 0.0 0.0

Net Interest (0.07) 0.02 0.05 0.17 Total Current Assets 27.9 29.0 19.9 22.4

Pre-Tax Profit 0.17 0.41 1.87 2.56 Investments 0.0 0.0 0.0 0.0

Tax Expense 0.00 0.00 0.00 0.00 Deferred tax 0.0 0.0 0.0 0.0

N P A T  A dj. 0.17 0.41 1.87 2.56 Property P lant & Equip 2.3 5.0 5.1 4.7

Reported NPAT* 0.17 0.33 1.87 2.56 Intangibles 0.2 1.3 4.8 5.1

* $800k govt grant Other 0.0 0.0 0.0 0.0

M argins on Sales Revenue Total Non-Current Assets 2.5 6.3 9.9 9.8

EBITDA 1.4% 2.7% 6.9% 7.6% T OT A L A SSET S 30.4 35.3 29.8 32.2

EBIT 0.6% 0.9% 4.3% 5.1% Accounts Payable 16.0 15.3 0.4 0.5

NPAT Adj. 0.4% 0.8% 4.4% 5.5% Borrowings 2.0 0.0 0.0 0.0

Other liabilities 0.0 0.0 0.0 0.0

Change on pcp Other 3.1 1.9 0.0 0.0

Total Revenue 12.7% 0.1% 10.1% Total Current Liab 21.1 17.2 0.5 0.5

EBITDA 111.5% 155.2% 21.0% Borrowings 1.1 0.0 0.0 0.0

EBIT 61.2% 373.1% 31.7% Provisions 0.0 0.1 0.0 0.0

NPAT Adj. 142.2% 358.3% 37.1% Other/Right o f use 0.5 3.6 0.6 0.7

Total Non-Current Liab 1.6 3.7 0.6 0.7

P ER  SH A R E D A T A T OT A L LIA B ILIT IES 22.7 20.9 1.1 1.2

Year end June F Y19A F Y20A F Y21E F Y22E T OT A L EQUIT Y 7.7 14.5 28.7 31.0

EP S A dj. (c) 0.4 0.6 3.0 3.6 10.8 17.6 30.5 32.8

  Growth (pcp) 46.4% 383.8% 21.7% C A SH  F LOW SUM M A R Y

Dividend (c) 0.0 0.0 0.0 0.4 Year end June F Y19A F Y20A F Y21E F Y22E

Franking 0% 0% 0% 0% EB IT  (excl A bs/ Extr) 0.5 0.3 3.0 3.6

Gross CF per Share (c) 1.5 (8.5) 4.4 4.8 Add:   Depreciation 0.3 0.8 1.1 1.2

NTA per share (c) 18.6 24.8 37.3 40.2            Other (0.1)

Less: Tax paid 0.0 0.0 0.0 0.0

KEY R A T IOS             Net Interest (0.1) 0.0 0.0 0.2

Year end June F Y19A F Y20A F Y21E F Y22E            Change in Rec.

Net Debt : Equity (%) -21.3% -42.0% -48.4% -51.2%            Change in Inv.

EBIT Interest cover (x) 7.8 (50.3) (60.6) (21.6) Net working capital -0.2 -5.6 -1.1 -1.6

Oper CF/EBITDA -389.3% 103.0% 93.0% Gross Cashflows 0.6 (4.5) 3.0 3.3

Current ratio  (x) 1.3 1.7 42.3 43.4 Capex/Acquistion (1.0) (0.8) (1.8) (0.6)

ROE (%) 1.6% 1.8% 6.1% 7.8% Free Cashflows (0.4) (5.3) 1.2 2.8

Dividend Payout Ratio  (%) 0.0% 0.0% 0.0% 10.0% Dividends Paid 0.0 0.0 0.0 (0.2)

Equity /debt* (0.2) 3.0 (0.7) (2.0)

VA LUA T ION  M ULT IP LES N et C ashflo ws (0.6) (2.3) 0.5 0.5

Year end June F Y19A F Y20A F Y21E F Y22E * includes recent raising - adjusted

P ER  (x) 148.1 101.2 20.9 17.2 D IVISION S

D ividend Yield (%) 0.0% 0.0% 0.0% 0.6% Year end June F Y19A F Y20A F Y21E F Y22E

FCF Yield (%) -1.5% -16.1% 2.9% 6.5% Distribution 31.3 23.8 17.8 16.9

EV/EBITDA (x) 9.5 7.3 In house products 1.6 1.9 2.1 2.3

EV/EBIT (x) 15.4 10.8 Logistics maintenance 4.9 5.4 5.9 6.5

Highcom 0.0 11.1 13.9 15.3

Body armour 0.5 3.0 6.0

Sales 37.8 42.7 42.7 47.0
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Xtek Overview  

XTE primary activities include:  

1. The supply of products and services to Defence and Law Enforcement agencies throughout Australasia.  

2. The supply and servicing of small unmanned aerial systems (SUAS) to the Army. 

3. The continued development and commercialisation of XTclave isostatic composite consolidation technology – i.e. body 

armour. 

4. The development of XTatlas contextual video and mosaic mapping technology to be used in SUAS to improve the image 

quality and situation awareness of SUAS. 

5. Securing a range of new and enhanced products to assist governments in countering terrorism, border monitoring and 

security threats. 

XTE has three paths to market as a distributor of military and security equipment, products and services; as a value-added reseller; 

and also offers its proprietary products/services within the body armour segment. 

For a full and detailed run through of XTE, please refer to our initiation report released in August 2020, which is available on 

request.  

Xtek – Risks  

Risks include (but are not limited to) – Loss of distribution; dependency on a few major clients; subscale R&D; capital nature of 

sales; extremely long sales lead times; manufacturing, supply chain, acquisition and integration risk; international supply 

operations, licenses and authorisation; government  contract reliance; product liability; competition; IP challenges; and the risk 

that margins for defence products can be capped. 



 

TAYLOR COLLISON LTD. www.taylorcollison.com.au  

ABN 53008172450  AFSL 247083  4 

Xtek (XTE)  

3 December 2020 

Disclaimer 

The following Warning, Disclaimer and Disclosure relate to all material presented in this 
document and should be read before making any investment decision. This publication 
has been prepared by Taylor Collison for distribution to clients of Taylor Collison on the 
basis that no part of it will be reproduced, altered in any way, transmitted to, copied to 
or distributed to any other person without the prior express permission of Taylor 
Collison. 

Warning (General Advice Only): Past performance is not a reliable indicator of future 
performance. This report is a private communication to clients and intending clients and 
is not intended for public circulation or publication or for the use of any third party, 
without the approval of Taylor Collison Limited ABN 53 008 172 450 (“Taylor Collison”), 
an Australian Financial Services Licensee and Participant of the ASX Group.  TC 
Corporate Pty Ltd ABN 31 075 963 352 (“TC Corporate”) is a wholly owned subsidiary 
of Taylor Collison Limited.  While the report is based on information from sources that 
Taylor Collison considers reliable, its accuracy and completeness cannot be 
guaranteed. This report does not take into account specific investment needs or other 
considerations, which may be pertinent to individual investors, and for this reason 
clients should contact Taylor Collison to discuss their individual needs before acting on 
this report. Those acting upon such information and recommendations without 
contacting one of our advisors do so entirely at their own risk. 

This report may contain “forward-looking statements”. The words “expect”, “should”, 
“could”, “may”, “predict”, “plan” and other similar expressions are intended to identify 
forward-looking statements. Indications of and guidance on, future earnings and 
financial position and performance are also forward-looking statements. Forward-
looking statements, opinions and estimates provided in this report are based on 
assumptions and contingencies which are subject to change without notice, as are 
statements about market and industry trends, which are based on interpretations of 
current market conditions. 

Any opinions, conclusions, forecasts or recommendations are reasonably held at the 
time of compilation but are subject to change without notice and Taylor Collison 
assumes no obligation to update this document after it has been issued.  Except for 
any liability which by law cannot be excluded, Taylor Collison, its directors, employees 
and agents disclaim all liability (whether in negligence or otherwise) for any error, 
inaccuracy in, or omission from the information contained in this document or any loss 
or damage suffered by the recipient or any other person directly or indirectly through 
relying upon the information.  

Disclosure: Analyst remuneration is not linked to the rating outcome. Taylor Collison 
may solicit business from any company mentioned in this report. For the securities 
discussed in this report, Taylor Collison may make a market and may sell or buy on a 
principal basis. Taylor Collison, or any individuals preparing this report, may at any time 
have a position in any securities or options of any of the issuers in this report and 
holdings may change during the life of this document. 

This report was prepared solely by Taylor Collison Limited. ASX did not prepare any 
part of the report and has not contributed in any way to its content. The role of ASX in 
relation to the preparation of the research reports is limited to funding their preparation, 
by Taylor Collison Limited, in accordance with the ASX Equity Research Scheme.  ASX 
does not provide financial product advice. The views expressed in this research report 
may not necessarily reflect the views of ASX. To the maximum extent permitted by law, 
no representation, warranty or undertaking, express or implied, is made and no 
responsibility or liability is accepted by ASX as to the adequacy, accuracy, 
completeness or reasonableness of the research reports. 

Analyst Interests: The Analyst does not hold shares in XTE.ASX. The Analyst’s 
holdings may change during the life of this document. 

Other Staff (including Principal accounts) do not hold shares in XTE.ASX, in personal 
and family related accounts.  These holdings may change during the life of this 
document. 

Taylor Collison, its officers and employees may have conflicting roles in the financial 
products referred to in this research and, as such, may affect transactions which are 
not consistent with the recommendations (if any) in this research. Taylor Collison may 
receive fees, brokerage or commissions for acting in those capacities and the reader 
should assume that this is the case. Accordingly, Taylor Collison employees or officers 

may provide oral or written opinions to 
its clients which are contrary to the 
opinions expressed in this research. 

Analyst Certification: The Analyst 
certifies that the views expressed in 
this document accurately reflect their 
personal, professional opinion about 
the financial product(s) to which this 
document refers.  
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