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CyanConnode's expansion plans get Indian election
boost
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If all goes as planned, this year will mark a sea change in the fortunes and
perception of CyanConnode PLC (LON:CYAN), according to executive
chairman John Cronin.
For the first time, the smart metering technology company will not have to go
back to shareholders to ask for cash. That might not sound like much, but for a
small tech company to make such an assertion suggests things clearly are on
the up.
Watch: CyanConnode focused on cost control and converting new orders into
revenue
Cronin, CyanConnode's long-standing boss, is confident he can make good on
his prediction and that many years of toil trying to break into the lucrative Indian
smart meter market has now begun to pay off after reporting impressive fullyear 2018 sales into the market.
Sales are rising, orders growing and the company is increasingly recognised
for its technological prowess, he told Proactive.
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The launch of the group's Ominmesh narrowband radio frequency product for
smart metering last year has been the catalyst, the executive chairman added.
Orders from India jumped to £15mln and for the first time CyanConnode has
visibility on revenues going forward. Some £3mln of revenue from those orders
came through in 2018, which helped the group total rise to £4.5mln.
Sales progress
Brokers forecast the group's revenues will climb to £7mln in the current year to
December. That would be impressive progress from revenues of £1.2mln in the
2017 financial year, but the prize for CyanConnode has always been mass
adoption and that, too, might be within its grasp.
Currently, there are 220mln 'dumb' meters in India says Cronin, but the country
is desperately short of power and a switch to smart meters is one of a suite of
measures that can solve this.
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Company Synopsis:
CyanConnode is a world leader in the
design and development of Narrowband RF
mesh networks that enable Omni Internet of
Things (IoT) communications. With a wealth
of expertise and experience in smart
technology, the Group provides customers
with long-range, low-power, end-to-end
networking solutions and high-performance
applications that help them enhance service
delivery, improve business efficiency and
save
energy.
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Losses from non-collection of power in the country are around US$32bn annually, the equivalent of 1.9% of GDP. It is a
huge sum and unsurprisingly the government wants it reduced.
Utilities now can get generous loan forgiveness packages from the Indian government if they switch to smart meters,
with additional grants of up to 50% of the cost of installation.
Another big difference recently has been a new local management team taken on from technology giant Tech
Machindra, a near $5bn company.
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Instead of trying to get sales from the bottom up, CyanConnode is now talking to ministers, heads of utilities and so on
to get them to understand the product.
As a result, it's technology for meters is already being used in case studies to show the benefits of smart meters.
Studies highlight benefits
Cronin says the results speak for themselves.
"Currently, [bill] collection efficiency is around 66%, but with one of our meters this rises to 88%.
"It takes the personality out of it. Utilities can instantly see how much energy is being used every fifteen minutes and
spot outages and theft."
Using radio also has advantages over wi-fi broadband and cellular as coverage is better, it can penetrate buildings and
the network is self-configuring.
Revenues can come from one-off perpetual licences for modules, gateways and data collection points with recurring
revenue from sales and maintenance contracts.
So far, about 150,000 smart meters using CyanConnode's technology have been installed in India, but capacity is in
place to ramp that up substantially.
CyanConnode sells to meter companies, not the utilities themselves and has re-sell deals with the three largest groups
- Genus, HPL and Larsen & Turbo - that control 50% of the market.
Currently, six projects are in the bidding phase and there are plenty more in the pipeline, especially as between
250-300mln people in India are not even connected to the grid.
Momentum elsewhere
But it is not only in India where momentum is building.
In China, the model is slightly different with Beijing Power licensing CyanConnode's software and other potential
licensors monitoring to see how that works out.
Sweden, another leading adopter of smart technology, is also starting to see good traction for the new Omnimesh
technology.
Britain, too, has a smart meter programme underway where CyanConnode has partnered with Toshiba to use RF
technology to fill in gaps in the mobile network (known in the Industry as 'not spots'). The smart meter network is being
rolled out by Telefonica as part of the government's SMETs2 programme.
CyanConnode has a contract to provide software which will roll out over the next few years with strong growth expected
from support over 15 years once the roll-out is complete.
Rating out of kilter
India, though, is the key driver and now that the elections are over City broker Arden sees revenues starting to pick up
from the middle of this year as the government's three-year timeline for the introduction of smart meters really starts to
kick in.
The broker sees CyanConnode's sales rising from £7mln this year to £12mln in 2020 when it expects the company to
be at break-even.
That compares to the group's current stock market value of £10.4mln - at 5.7p a share - and a valuation that is looking
increasingly out of step with the growing commercial story.
www.proactiveinvestors.co.uk

www.proactiveinvestors.com

www.proactiveinvestors.com.au

ca.proactiveinvestors.com

www.proactiveinvestors.de

United Kingdom

North America

Australia

Canada

Germany

www.proactiveinvestors.co.uk

The Business Centre 6 Wool House, 74 Back Church Lane

London, E1 1AF

United Kingdom Company No. 05639690

VAT No. 87207082

True, there have been false dawns at CyanConnode before but this time the company can point to a solid and growing
order book as well as other good signs.
"We are controlling costs, can see where we are getting revenues from, have different customers and have a next
generation product that customers want."
It might need another set of numbers to convince the market, but at that point a re-rating might be rapid.
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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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