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ECSC Group ready to bounce back as cyber crime
concerns grow

92.5

Price:

£8.42 m

Market Cap:

Hacking attacks are nothing new.
On its website, cyber security specialist ECSC Group plc (LON:ECSC) lists the
first hack as taking place in 1903, when Marconi's fledgling telegraph was
intercepted.
WATCH: ECSC Group Plc reports punchy revenue growth and new client
acquisitions
ECSC's' timeline also indicates clearly that attacks have become increasingly
frequent.

Share Information

Only this week, the UK's National Cyber Security Centre (NCSC) warned it was
a 'matter of time' before the country suffered a life-threatening cyber-attack.
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Businesses and other institutions, too, face an ever-growing threat.
Sector:

ECSC
LSE
High
129

Low
58.01

Software & services

The NHS, Dixons and TalkTalk have all been subject to high-profile breaches
of security in recent memory.

Website:

But with the introduction of new data protections rules in May (GDPR), the
financial cost of being careless is punitive.

Established in 2000, ECSC is the UK's
longest running, 'full service' information
and cyber security service provider. ECSC
has grown rapidly to offer a complete range
of cyber security solutions and services to
all sectors, including education, retail, legal,
financial
and
local
authorities.

That's in addition to any commercial and reputational damage a hack might
cause.
Ian Mann, ECSC's chief executive, points to TalkTalk's £400,000 fine for the
hack of 157,000 customers in 2015.

www.ecsc.co.uk
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Under GDPR penalties, that fine could have been anywhere between
£100m-200mln or up to 4% of annual global turnover as set out in the
guidelines.
As yet, there has not been a major breach where enough time has passed since GDPR was introduced for the ICO to
demand a fine paid of this magnitude, , but ECSC says business is growing as more companies take steps to protect
themselves.
Steadily growing
ECSC listed on AIM at the end of 2016 at 167p and at one time the shares reached almost £6 as investors bought into
the cyber defence story.
"The cyber security market is a growing market," says Ian Mann, "but it is not going up like a rocket, rather it is a steady
incremental improvement."
Indeed, failure to meet those early investor expectations resulted in heavy punishment for the share price, which at 92p
now is still some way below the float level.
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ECSC has also had to deal with a boardroom dispute that saw Mann stand down in April, only to re-join the board two
weeks later.
He was subsequently re-appointed as chief executive in September.
It was a disagreement over strategy that caused the issues, but the upshot was that several non-execs departed and
tech veteran Elizabeth Gooch joined the board.
Gooch sold her business EG Solutions to US firm Verint Systems for £26mln in 2017.
Mann adds the board now has a much clearer appreciation of where the company is going and how it will get there.
The core of the business is a consultancy arm that works with many of the UK's senior companies to secure them
against a hack.
Around 50 new consultancy clients were signed in the first half of 2018, with turnover 36% higher at £1.6mln.
READ: Cyber security firm ESCS reinstates CEO months after his resignation
ECSC's aim is to migrate consultancy customers to become managed services clients that use it for 24/7 cyber
protection.
Its sweet spot is companies with an IT staff of 10-100, as they don't have the resources to maintain constant global
coverage says Mann.
Managed services revenue jumped 52% in the first half of 2018 with the order book standing at £2.4mln.
A new artificial intelligence tool was introduced in June to enable potential suspicious activity to be spotted that much
quicker.
After disappointing sales in 2017, revenues jumped 43% in the first of 2018 to £2.65mln, while there was a halved loss
of £817,000.
Mann says if you look at sales over five, ten and fifteen years rather than six or twelve months, growth has been
consistent at 20% per year.
Going forward that is where the market expects it to be as well.
Newly appointed house broker Allenby Capital predicts sales will rise to £5.4mln this year, £6.5mln in 2019 and £7.7mln
in 2020.
In 2020, ECSC will also turn an underlying profit [EBITDA] of £1mln the broker suggests and have cash of £1.6mln.
On the 2020 numbers, the forward earnings multiple is about 12 currently, which seems to reflect the burnt fingers last
year.
An average of 20% a year revenue growth is robust by any yardstick and if ECSC shows it can sustain it over a
reasonable period, a re-rating looks likely, especially with the backdrop of a rise in cyber crime.
True, the market might have got carried away initially, but hacking is here to stay and for ECSC that can only be good
news.
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journalists & professional investors Proactive produce independent coverage on 1000's of companies across every sector for private
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client
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fund
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and
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investor
communities.
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored to your specific situation.
In exchange for publishing services rendered by the Company on behalf of ECSC Group PLC named herein, including the promotion by the Company of
ECSC Group PLC in any Content on the Site, the Company receives from said issuer annual aggregate cash compensation in the amount up to Twenty Five
Thousand
dollars
($25,000).
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