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SerVision 1 July 2016 

Opportunities and Uncertainties – Downgraded to Hold 
 

Hold  Full year results posted after close last Thursday left investors with a mixed 
picture.  They understand the global market opportunity being addressed by 
SerVision’s innovative technology and products is huge and growing.   The 
evident loss of traction during 2015, however, has seen the shares severely 
punished, while the Group’s ongoing funding issues clearly need to be addressed 
with some urgency.  Assuming some resolution to the latter is found, and that 
the sales momentum evident in the opening months of 2016 continues to gather 
pace, investors could find themselves holding a bargain.  Recognising the timing 
uncertainties that remain and the unpredictable nature of the Group’s 
operations, Beaufort takes its recommendation down from ‘Speculative Buy’ to 
‘Hold’ while awaiting such positive news.  

 SerVision, the AIM-quoted developer and manufacturer of digital security systems, 
on Thursday’s market close released its audited final results for the year ended 31 
December 2015.  The Group's annual revenue for this period was a modest 
US$2,154,000, representing a 49% decrease on the comparable period; 
the operating loss was US$2,416,000 (US$665,000), with net losses of $2,570,000 
($794,000).   

 

 Management attributed the low turnover and increased losses to the challenges it 
faced during its transition to a new business model in the UK and also the delayed 
release of its new High Definition mobile NVR, the IVG400-N.  The Chairman and CEO, 
Gideaon Tahan, went on to report that he considered these challenges were now 
consigned to history, suggesting the Group’s new recurring revenue model in the UK 
was starting to generate a steady income stream while also receiving positive market 
feedback on some important IVG400-N trials that began in H2 of 2015 and continued 
into H1’2016.    

 

 In February 2016, SerVision entered into an agreement with shareholder Gabriel 
Sassoon, to provide an unsecured working capital loan facility of US$1.0m. This was 
put in place to provide additional working capital and, as of Thursday, the Group had 
drawn down a total of US$900,000.  SerVision also has an existing loan facility with 
YA Global Master SPV with some GBP55k currently outstanding. 

 

 Although SerVision’s 2015 sales performance was disappointing, the Group 
nevertheless achieved some notable contract wins for bus projects in Kazakhstan, 
Israel and Portugal, and received orders for new cash-in-transit and construction site 
monitoring projects in South Africa and the Netherlands.  Cooperation with several 
telematics companies, Gatwick Airport and a new high-value transport project with 
DHL also UK gathered momentum in H2’2015, from which recurring monthly 
revenues are now starting to accrue in a meaningful way.  Following on from the 
launch of the IVG400-N at the SEECAT show in Japan last November and the UK’s 
Security Transport Show in December, IVG trials for a range of projects and market 
applications are currently underway in a good number of global territories.  

 

 So far the new technology has been very well received, leading management to 
anticipate lager sales volumes in H2’2016 as successful pilots translate into firm 
orders.  The Group’s integration with Mobileye also enables it to enter a new vertical 
market for smart/safe driving applications.  These successes, of course, remain 
counterbalanced by lacklustre sales in China that were held back by the late release 
of the IVG.  While the new mobile NVR is now available, a number of significant 
commercial opportunities in China, including a large-scale bus project in ChongQing 
and an underground train project in Beijing, are still on hold as management work 
with partners to localise for the Chinese market. 
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Strengths and Weaknesses 

Strengths 

• Commercialization of the product offering proven 

• Protected proprietary technology 

• Global market appetite for high-res mobile surveillance 

growing rapidly 

• Current order book visibility and worldwide penetration 

increasing 

• Experienced management team  

Weaknesses 

 Still loss making with relatively high cash burn 

 Addresses competitive, price sensitive markets  

 Industry complicated by range of different 

technological standards 

 Accessing new target customers and markets can be 

more difficult and take longer than expected, which 

could place continuing strain on balance sheet 

 Macro-economic sensitivity 

Source: Beaufort 
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Recommendation Breakdown 

During the three months to end-June 2016, the number of stocks on which Beaufort Securities has published recommendations was 319, and the 
recommendations were as follows: Buy - 123; Speculative Buy - 146; Hold - 50; Sell - 0. 

Full definitions of the recommendations used by Beaufort Securities in its publications and their respective meanings can be found on our website here. 

Disclaimer 

This report is published by Beaufort Securities (“Beaufort Securities”). Beaufort Securities is Authorised and Regulated by the Financial Conduct Authority and is 
a Member of the London Stock Exchange. 

This research is non-independent and is classified as a Marketing Communication under FCA rules. As such it has not been prepared in accordance with legal 
requirements designed to promote independence of investment research and it is not subject to the prohibition on dealing ahead of the dissemination of 
investment research in COBS 12.2.5. However Beaufort Securities has adopted internal procedures which prohibit analysts from dealing ahead of non-
independent research, except for legitimate market making and fulfilling clients’ unsolicited orders. 

RELIANCE ON THIS NOTE FOR THE PURPOSE OF ENGAGING IN ANY INVESTMENT ACTIVITY MAY EXPOSE AN INDIVIDUAL TO A SIGNIFICANT RISK OF LOSING ALL 
OF THE FUNDS, PROPERTY OR OTHER ASSETS INVESTED OR OF INCURRING ADDITIONAL LIABILITY. 

By receiving this document, you will not be deemed a client or provided with the protections afforded to clients of Beaufort Securities. When distributing this 
document, Beaufort Securities is not acting for any recipient of this document and will not be responsible for providing advice to any recipient in relation to 
this document. Accordingly, Beaufort Securities will not be responsible to any recipient for providing the protections afforded to its clients. 

Beaufort Securities may effect transactions in shares mentioned herein and may take proprietary trading positions in those shares, and may receive 
remuneration for the publication of its research and for other services. Beaufort Securities may be a shareholder in any of the companies mentioned in this 
report. Accordingly, this document may not be considered as objective or impartial. Additionally, information may be available to Beaufort Securities or the 
Group, which is not reflected in this material. The remuneration of the author of this report is not tied to the recommendations on any shares mentioned nor 
to the any transactions undertaken by Beaufort Securities or any affiliate company. Further information on Beaufort Securities’ policy regarding potential 
conflicts of interest in the context of investment research and Beaufort Securities’ policy on disclosure and conflicts in general are available on request. Please 
refer to http://www.beaufortsecurities.com/important-info.  

This document is not an offer to buy or sell any security or currency. This document does not provide individually tailored investment advice. It has been 
prepared without regard to the individual financial circumstances and objectives of persons who receive it. The appropriateness of a particular investment or 
currency will depend on an investor’s individual circumstances and objectives. The investments and shares referred to in this document may not be suitable for 
all investors. 

Past performance is not a guarantee of future performance. Investments may go down in value as well as up and you may not get back the full amount 
invested. The listing requirements for securities listed on AIM or ISDX are less demanding and trading in them may be less liquid than main markets. 

This document is based on information Beaufort Securities has received from publicly available reports and industry sources. Beaufort Securities may not have 
verified all of this information with third parties. Neither Beaufort Securities nor its advisors, directors or employees can guarantee the accuracy, 
reasonableness or completeness of the information received from any sources consulted for this publication, and neither Beaufort Securities nor its advisors, 
directors or employees accepts any liability whatsoever (in negligence or otherwise) for any loss howsoever arising from any use of this document or its 
contents or otherwise arising in connection with this document (except in respect of wilful default and to the extent that any such liability cannot be excluded 
by the applicable law). This document is not to be relied upon and should not be used in substitution for the exercise of independent judgment.  

This document includes certain statements, estimates, and projections with respect to the anticipated future performance of securities listed on stock 
exchanges and as to the market for these shares. Such statements, estimates, and projections are based on information that we consider reliable and may 
reflect various assumptions made concerning anticipated economic developments, which have not been independently verified and may or may not prove 
correct. No representation or warranty is made as to the accuracy of such statements, estimates, and projections or as to its fitness for the purpose intended 
and it should not be relied upon as such. Opinions expressed are our current opinions as of the date appearing on this material only and may change without 
notice. Other third parties may have issued other reports that are inconsistent with, and reach different conclusions from, the information presented in this 
report. Those reports reflect the different assumptions, views, and analytical methods of the analysts who prepared them. This report has not been disclosed 
to any of the companies mentioned herein prior to its publication. 

The information contained in this document is confidential and is solely for use of those persons to whom it is addressed and may not be reproduced, further 
distributed to any other person or published, in whole or in part, for any purpose. Other persons who receive this document should not rely on it. Beaufort 
Securities, its directors, officers and employees may have positions in the securities mentioned herein. 
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Definitions of Disclosures 

1. In the past 12 months, Beaufort Securities Limited or its affiliates have had corporate finance mandates or managed or co-managed a public offering of the 
relevant issuer’s securities or received compensation for Corporate Finance services from the relevant issuer. 

2. Beaufort Securities Limited expects to receive or intends to seek compensation for Corporate Finance Services from this company in the next six months.  

3. The investment analyst or a member of the investment analyst’s household has a long position in the shares or derivatives of the relevant issuer. 

4. The investment analyst or a member of the investment analyst’s household has a short position in the shares or derivatives of the relevant issuer. 

5. As of the month end immediately preceding the date of publication of this report, or the prior month end if publication is within 10 days following a month 
end, Beaufort Securities Limited and / or its affiliates beneficially owned 1% or more of any class of common equity securities of the relevant issuer. 

6. A senior executive or director of Beaufort Securities Limited or a member of his or her household is an officer, director or advisor, board member of the 
relevant issuer and / or one of his subsidiaries. 

7. Beaufort Securities Limited acts as corporate broker to the relevant issuer. 

8. The investment analyst who is responsible for the preparation of this investment research is employed by Beaufort Securities Limited. 
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