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Electrocomponents plc is a British based firm within the FTSE 250 specialising
in the distribution of industrial and electronic products. Founded in 1937 with
revenues of £1,705.3 million ,2018, and a total of 5,868 employees. Through its
operations ECM serves over 1 million customers in more than 80 countries.
These operations contain over half a million unique products, including
electronic components, electric, automation and control, test and measurement
equipment and engineering tools/consumables. Sourced from 2,500 suppliers.
Trading under RS components worldwide operations, Allied Electronics
operating in north America and IESA.

Investment rationale

Our BUY recommendation is derived from the technical analysis of financial
statements and financial indicators. ECM’s largest benefit over its competitors
is its much larger return on investment and return on equity when compared to
its industry and sector averages. Although its price to earnings is above its
competitors its price to sales is well under the competitors. This is due to ECM’s
larger volume of sales.

Dividends has been growing year on year since 2017 showing the companies
belief in its ability to meet increasing dividends payments thus reflecting their
belief of continued growth in earnings. This can be backed up by ECM’s
earnings per share of 0.284. The average growth rate of such is 19.67% with
this year’s being of 28.94%. We expect an EPS of 0.3921 in 2020 an increase of
27.5%.

It is our belief that with ECM’s more effective use of capital and strong growth
in revenues and net earnings this make themselves a strong market participant.
As the company continues to expand itself it will inevitably lose some of its
efficiency however we believe although their growth may slow it will lead to an
increase in share price alongside the expansion.

Investment risks

With ECM being based within the LSE but having its operations based globally
with predominance in north America. This presents numerous risks regarding
foreign exchange. Firstly, any transactions made overseas obviously contain
transaction risk from £ to the foreign currency and as such adverse currency
movements could drastically effect operations and thus profits. Secondly
regarding exchange rates when it comes to the reporting date all foreign
currencies must be exchanged to sterling and thus depending on the current
rates this may adversely affect the amounts which the business has earned.
Both risks may be amplified by Brexit depending upon the trade deal and how
the forex markets react.

Furthermore, any news that may affect the strength of other currencies that the
company operates in could also affect the amount transferable to sterling. For
instance, if the US China talks becomes favourable, we may see and
appreciation in the strength of the dollar and as such my indirectly effect the
amount ECM can transfer to sterling from overseas operations. Which may
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MARKET DATA
Revenue in GBP (TTM)
Net income in GBP
Incorporated in 1937
Employees 5,868
52-week range 478.40-
779.20
Average volume 1.02m
Shares outstanding 443.82m
Free float 440.85m
P/E (TTM) 18.62
Market cap 2.55bn
EPS (TTM) 0.3087p
Cash Flow by share 0.04055
Price/Cash flow per 25.05
share
Book value per share 1.088
Tangible book value per 0.5610
share
Net profit margin (TTM) 6.09
Operating margin 8.75
Return on Capital 24.1%
Employed
Annual div (ADY) 13.30
Annual div yield (ADY) 3.98
Return on assets 8.07
Return on equity 24.73
Return on investment 13.79
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impede its ability to meet its short-term liabilities and limit growth.

Share Price
S N
[ee)
o
o —
O
o
o —
<
o
o —
N
o —
T T T T
01jan2016 01jan2017 01jan2018 01jan2019
Date
L] Adjusted Close 95% Confidence interval
Share Price moving average
% Returns from 01/02/2016 to 19/2/2019 ECM.L
§ ]
O —
N
=) _
=)
<
o _
=)
T T T
20500 21000 21500
Date
% Returns — % Moving Average Returns

Page 2 - Lincoln Student Managed Investment Fund. Website: Ismif.blogs.lincoln.ac.uk Email: LSMIF@lincoln.ac.uk



Equity Research Report LSMIF ‘fINH}\zIBEScTAI?I%N

1/s
Fiscal data as of Mar 312018 2018 2017 2016 2015 2014
REVEHUE AND GROSS PROFIT

Total revenue 1705 1512 1291 1.266 1273

OPERATING EXPENSES

Cost of revenue fotal F565 55 730 702 639
Selling, general and admin. expenses, fofal i 324 =4 Li4 L£75
Depredaticnfamorfization = - - = -
Unusual expenselincome) - - — - -

Other operating expenses, fotal - - - = =

Total operating expense 1,533 1,379 1,251 1,165 1,167
Operating income 173 132 LO 101 106
Other, net - -- -- -- =

INCOME TAXES, MINORITY INTEREST AND EXTRA ITEMS

Met income before taxes 169 127 35 -] 101
Provision for income taxes &7 55 13 28 30
Met income after taxes 122 92 22 70 72

Minority interest -- - — - -

Met income before extra. Items 122 92 22 70 72
Total extraordinary items 23 = = = =
Met income 150 92 22 70 72
Inc.avail. to common excl. extra. ltems 122 92 22 70 72
Inc.avail. to common incl. extra. ltems 150 92 22 70 72
EPS RECONCILIATION

Basic/primary weighted average shares 4] L40 439 439 439
Basic/primary eps excl. extra items 028 0 0.05 015 D15
Basic/primary eps incl. extra items 0.34 0 0.05 015 D15
Dilution adjustment = = Q0 = --
Diluted weighted average shares 445 Gad &40 41 GL2
Diluted eps excl. extra items 027 0 005 016 016
Diluted eps incl. extra items 034 0 0.05 D15 D15
COMMON STOCK DIVIDENDS

DPS - common stock primary issue Q13 Q12 a2 a2 a2
Gross dividend - commen stock 59 4 a2 a2 51
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PRO FORMA INCOME

Pro forma net income - -- - - =
Inferest expense. supplemental 12 950 750 710 750
SUPPLEMENTAL INCOME

Depreciation, supplemental 350 m m n T
Total special items 620 180 58 (16) 120

NHORMALISED INCOME

Mormalized income before taxes 175 179 92 80 102
Effect of special ifems on income faxes 172 (0.4) (8.4 270 0
Income fax excluding impact of special items 49 5 460 30 30
Mormalized income after tax 126 oL 88 B 73
Mormalized income avail. to commeon 126 94 88 Ly 73
Basic normalized EPS 029 021 020 Qa2 L
Diluted normalized EP3 023 021 020 omn ois
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C/F

Fiscal data as of Mar 312018 2018 2017 2016 2015 2014
OPERATIONS

Met income 169 e 35 6 11
Depreciation/depletion 26 29 30 £l 28
Mon-Cash items 13 020 32 730 730
Cash taxes paid, supplemental 33 25 20 2 25
Cash interest paid, supplemental 12 930 750 710 750
Changes in working capital &N 29) 20 (&7 (%3)
Total cash from operations 127 128 76 &7 93
INVESTING

Capital expenditures (24) 19 (29) 38) 36)
Other investing and cash flow items, fotal a 590 a Q10 Q0
Tetal cash from investing (2L} (15 (29) a8 36)
FINANHCING

Financing cash flow items - - - = =
Total cazh dividends paid (55} [Erd) (52) (52) (51}
|ssuance {refirement) of stock, net (L3} (02} (0.5) (0.2} Q.80
Issuance (retirement) of debt, net 27 (8] 210 25 (23)
Total cazh from financing (85) (1000 (L3) an (7L}
HET CHANGE IN CASH

Foreign exchange effects 42} a 07 (1.7} 250
Met change in cash 14 13 2.80 n 14}
Met cash-begin balance/reserved for future use 2 8.30 5.50 (153 (14D
Met cash-end balancefreserved for future use 35 2 830 5.50 (1)
SUPPLEMENTAL INCOME

Depreciation, supplemental 25 29 30 3 28
Cash interest paid, supplemental 12 930 50 710 750
Cash taxes paid, supplemental 33 25 20 22 25
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Fiscal data as of Mar 312018 2018 2017 2016 2015 2014
ASSETS

Cash And Short Term Investments 123 e 352 37 070
Total Receivables, Met 277 258 214 iy | M
Total Inventory 531 04 269 285 259
Prepaid expenses 15 20 18 - n
Other current assets. total Q.20 080 Q.40 = 150
Tetal current assets 750 676 B854 823 4LB3
Property, plant & equipment, net k' 7 F6 101 105
Goodwill, net 187 208 182 arr 1B7
Intangibles, nef L7 52 59 72 &3
Long term investments 130 320 12 14 L0
Mote receivable - long ferm 4.60 £70 270 370 530

Other long term assets -- -- = - -

Toral assets 1,107 1,063 1,219 1,202 B25
LIABILITIES
Accounts payable 174 &2 21 204 105
Accrued expenses 02 95 75 - 78
Motes payable/shorf-ferm debt i 55 343 n 0
Current portion long-term debt/capital leases a &5 Q &4 (-]
Other current liabilities, total rry 10 7 8.60 13
Tetal current liabilities kY| 390 E57 568 217
Total long term debt 101 85 185 128 13
Total debt 1638 209 528 483 147
Deferred income tax 47 81 n &9 =]

Mingrity interest -- = = - -
Other liabilities, total 86 18 51 &8 53
Total liabilities 615 &T4L =214 B33 L&

SHAREHOLDERS EQUITY

Common stock -2 L4 L4 &4 44
Addifional paid-in capital L7 45 L4 52 42
Retained earnings (accumulated defici) 355 230 234 259 268
Treasury stock - commaon (4.2) = = = {0.7)

Unrealized gain {loss) -- -- = - —

Other equity, total &1 70 54 23 mn
Total equity LB3 389 356 368 364
Total liabilities & shareholders’ equity 1107 1,063 1,219 1,202 825
Total comman shares outstanding 442 441 441 440 440
Treasury shares - commen primary issue 0 0 a 0 0
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LINCOLN STUDEMENT MANAGED INVESTMENT FUND (LSMIF)

Founded in 2018, the Lincoln Student Managed Investment Fund (LSMIF) is exactly what it says on the
tin, a fund which will analyse, determine upon, and purchase shares to create a portfolio. The only
difference is we are students. No simulations, just our knowledge and ability vs the real market. The best
test of our teachings and learnings.

The fund is set up with a structure similar to any other professionally run fund management company
with students running every aspect of the fund, from CEO to analyst. It is designed to give any student
involved the best experience of the financial world possible before getting a job.

The fund will be handed down to new students each year as those partake in this fund finish their
studying. The fund aims to grow in the future, with more positions available to give the most number of
students the chance to partake.

The ultimate goal of the fund is to raise the profile of each student involved to allow for them to get the
best experience possible. We, however, set the following objectives to make the fund grow on sustainable
basis:

= To generate long-term returns from investments using our stylized investment strategies.

= Toraise funds though crowdfunding and donors to help increase the capital base.

®= Toincrease the number of students involved in the fund with expanded capital base.

= Tolink the fund’s activities with the related programmes and modules’ assessments

= To get more outside sponsors who want to work directly with the fund as well, to further
simulate the professional environment.

Contact details

Chief Executive Officer: Mr. James Stenson, BSc Banking and Finance, University of Lincoln. Email:
18688103 @students.lincoln.ac.uk.

Academic Advisor: Dr. Hao Quach. Principal Lecturer/Programme Leader for Banking and Finance
programmes. Email: hquach@lincoln.ac.uk. Tel: +441522835546

General Enquiries: Email: LSMIF@lincoln.ac.uk
DISCLAIMER

This report is for educational purpose only. The views expressed in this report are those of the authors
and not necessarily related, by any sense, to those of the University of Lincoln or the Lincoln International
Business School. The expressions of opinions in this report are subject to changes without notice. Authors
have based this document on information from sources they believe to be reliable but which they have
not independently verified. Any recommendations contained in this report are for educational purposes
and intended for general/public readers to whom it is distributed. This report is not and should not be
construed as an offer or the solicitation of an offer to purchase or subscribe for any investment. This
report may not be further distributed in whole or in part for any purpose. No consideration has been
given to the particular investment objectives, financial situation or particular needs of any recipient or
reader.

Copyright. Lincoln Student Managed Investment Fund (LSMIF) 2019, ALL RIGHTS RESERVED. No part of
this publication may be reproduced, stored in a retrieval system, or transmitted, on any form or by any
means, electronic, mechanical, photocopying recording, or otherwise, without the prior written
permission of the Lincoln Student Managed Investment Fund (LSMIF).
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