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Spirent Communications shares drop as core
Ethernet testing business slows
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Shares in Spirent Communications PLC (LON:SPT) dropped off this morning
after the communications technology group saw a sharp slowdown in its
Ethernet testing business in the first half.
Given that that is the company's core business at present, the news weighed
on the stock, with shares down 3.5% to 117.5p early on Thursday morning.
Spirent said changes in customer priorities led to project delays in Ethernet
testing, particularly in the second quarter.
Weaker demand in Europe and Americas
The Networks & Security division which houses the Ethernet testing business
actually recorded a "strong" performance in the first half though, with increased
demand from positioning products picking up the slack.
In the Lifecycle Service Assurance arm, sales will be second half-weighted with
current customer trials "progressing positively".
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Spirent said the decline of its Connected Devices division had been "managed
well" as it reported an adjusted operating profit of US$0.5mln in the period,
compared to a US$2.7mln loss a year earlier.
In terms of geographies, demand in the Americas and Europe softened
although the performance in Asia Pacific "remained strong".
Revenues flat but profitability improves
Overall, revenues for the six months to 30 June were broadly flat at
US$213.6mln (H1 2016: US$213.5mln), although profitability improved
considerably, with pre-tax profits coming in at £14.4mln (H1 2016: US$2mln).
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The better than expected profits reflected the benefit of recent "cost control actions", which are continuing to have a
positive impact on profitability.
Orders slow
The Ethernet testing delays as well as second half-weighted revenues from the Lifecycle Service Assurance business
impacted the order book, with orders 11% down on the same period as last year.
The book-to-bill ratio fell to 93% from 104% a year earlier. Analysts generally like to see a number in excess of 100%,
with anything below that generally seen as a bearish sign.
Profit expectations remain unchanged
"We are pleased with the progress in the first half, delivering improved earnings and operating margin on level revenue,
driven from good performance from our Networks & Security segment and cost management actions across the
business," said chief executive Eric Hutchinson.
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"Taking into account the exit of some of our non-core product lines and the impact of Ethernet testing delays in the
United States, we expect revenues for the year to be broadly flat.
"The board's expectations for profit for the full year remains unchanged."
Buy on weakness, says broker
"While we agree that the slowdown in Ethernet testing is a concern, we are encouraged by the progress in Lifecycle
Assurance which underpins our positive view on the stock," said Liberum analyst Janardan Menon.
"We believe the revenue upside from these products and Spirent's Security products could be major drivers of revenue
in coming years, more than compensating for weakness in Ethernet testing.
"We also expect the company to increase margins further, both at the gross margin and operating margin level."
Janardan has the stock as a 'buy' with a target price of 134p.
--Updates for share price and broker comment--
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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.
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