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COMPANY DESCRIPTION 

Tern operates a hybrid venture capital model, 
providing access to disruptive IoT start-ups 
with proven technology. 

www.ternplc.com 
PERLPARA 

£3m new facility agreed 

Tern has successfully negotiated a new funding facility with an investor to 
provide up to £3m, available for up to 36 months, with an initial £0.5m 
drawn down. The credit facility is intended to protect Tern’s commercial 
position by supporting further growth and investment in its current 
portfolio companies. The facility will also strengthen Tern’s negotiating 
position and moves the company closer to a self-financing model. We see 
this funding as a sensible move as Tern continues to mature its position and 
offering. Tern also hosted a Q&A session with Board members Al Sisto and 
Ian Ritchie, and we reiterate some of the key messages discussed.  

▪ New funding structure. Draw down amounts can be repaid either in cash, 
using proceeds of a full or partial exit of one of its portfolio companies, or 
alternatively via conversion rights and the issue of new ordinary shares. 
However, the investor retains the option for the first 10 days following a 
non-cash payment for the drawdown to be satisfied through the sale of 
Wyld shares, from the Wyld Escrow facility. The investor will receive 
warrants equal to 50% of each drawdown. Following the initial advance, 
the investor received warrants with an exercise price of 6.79p (a 6% 
premium to the FY22 NAV of 6.4p); if exercised this would raise £375k. 

▪ Tern’s management is looking to take advantage of Wyld’s success as a 
standalone company, following its IPO on NASDAQ First North in 2021. 
Wyld has built a significant order backlog since the commercial launch. 
Tern’s management will look to crystalise upside at appropriate stages to 
provide capital for investment elsewhere and to self-finance.  

▪ Third-party investments reflect confidence in underlying businesses and 
reduce the reliance on Tern for capital. It has been year of two halves for 
Tern, with valuation uplifts reversed in H2 due to changing valuation 
metrics in the technology space. While we do not expect any near-term 
rebound in valuations, we believe that Tern remains well placed to help 
its portfolio through this phase of difficult macro conditions, and the 
funding arrangement strengthens Tern’s position in this regard.  

▪ Tern’s model has built value and management is committed to providing 
access to returns through full or partial exits when shareholder value is 
maximised. Against the challenging macro backdrop, particularly for tech 
companies, Tern’s underlying metrics are improving. In our view, Tern’s 
funding-to-exit model requires patience as it navigates economic 
difficulties: we see the strong recurring revenue growth attracting 
additional strategic interest and look forward to positive newsflow.
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FYE DEC (£M) 2018 2019 2020 2021 2022 

Revenue 0.1 0.1 0.2 0.1 0.1 

Adj EBITDA 0.0 0.0 0.0 0.0 0.0 

Fully Adj PBT -0.3 -0.8 0.8 4.6 -10.4 

Fully Adj EPS (p) -0.1 -0.3 0.3 1.3 -2.9 

Net asset value 16.8 18.9 24.0 32.4 24.9 

NAV/share (p) 7.7 7.5 8.3 9.2 6.4 

PER (x) N/A N/A 19.0x 3.9x N/A 

Source: Company Information and Progressive Equity Research estimates. 
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Financial Summary: Tern 

Year end: December (£m unless shown)      
      
PROFIT & LOSS 2018 2019 2020 2021 2022 
Revenue 0.1  0.1  0.2  0.1  0.1  
Adj EBITDA 0.0  0.0  0.0  0.0  0.0  
Adj EBIT 0.0  0.0  0.6  4.4  (10.5) 
Reported PBT (0.3) (0.8) 0.8  4.6  (10.4) 
Fully Adj PBT (0.3) (0.8) 0.8  4.6  (10.4) 
NOPAT (0.3) (0.8) 0.8  4.6  (10.4) 
Reported EPS (p) (0.1) (0.3) 0.3  1.3  (2.9) 
Fully Adj EPS (p) (0.1) (0.3) 0.3  1.3  (2.9) 
Dividend per share (p) 0.0  0.0  0.0  0.0  0.0  

      
CASH FLOW & BALANCE SHEET 2018 2019 2020 2021 2022 
Operating cash flow (0.8) (1.3) (1.2) (1.5) (2.1) 
Free Cash flow (4.3) (3.8) (3.1) (4.0) (3.8) 
FCF per share (p) (2.0) (1.5) (1.0) (1.2) (1.1) 
Acquisitions 0.0  0.0  0.0  0.0  0.0  
Disposals 0.0  0.0  0.0  0.0  0.0  
Shares issued 5.9  2.9  4.2  3.8  2.8  
Net cash flow 1.6  (0.9) 1.1  (0.2) (1.0) 
Overdrafts / borrowings 0.0  0.0  0.0  0.0  0.0  
Cash & equivalents 1.9  1.0  2.1  2.0  0.9  
Net (Debt)/Cash 1.9  1.0  2.1  2.0  0.9  

      
NAV AND RETURNS 2018 2019 2020 2021 2022 
Net asset value 16.8  18.9  24.0  32.4  24.9  
NAV/share (p) 7.7  7.5  8.3  9.2  6.4  
Net Tangible Asset Value 0.0  0.0  0.0  0.0  0.0  
NTAV/share (p) 0.0  0.0  0.0  0.0  0.0  
Average equity 13.7  17.8  21.5  28.2  28.6  
Post-tax ROE (%) (2.3%) (4.4%) 3.7% 16.2% (36.5%) 

      
METRICS 2018 2019 2020 2021 2022 
Revenue growth N/A 17.6% 21.5% (57.9%) 3.5% 
Adj EBITDA growth   N/A N/A N/A N/A 
Adj EBIT growth   N/A N/A 638.0% (338.9%) 
Adj PBT growth   149.8% (203.0%) 469.5% (328.2%) 
Adj EPS growth   119.2% (189.2%) 382.8% (319.0%) 
Net asset value growth N/A 12.9% 26.9% 35.1% (23.3%) 
NAV/share growth N/A (2.7%) 10.0% 11.6% (30.6%) 

      
VALUATION 2018 2019 2020 2021 2022 
EV/Sales (x) 182.8 155.5 128.0 304.2 293.9 
EV/EBITDA (x) N/A N/A N/A N/A N/A 
EV/NOPAT (x) N/A N/A 24.1 4.2 N/A 
PER (x) N/A N/A 19.0 3.9 N/A 
Dividend yield N/A N/A N/A N/A N/A 
FCF yield (37.8%) (29.0%) (20.0%) (22.3%) (20.1%) 

 

Source: Company information and Progressive Equity Research estimates 
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To arrange a meeting with the management team, or for further information about Progressive, please contact us at: 
+44 (0) 20 7781 5300 
info@progressive-research.com 
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Copyright 2023 Progressive Equity Research Limited (“PERL”).  All rights reserved.  Progressive’s research is commissioned by the subject 
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trade securities.  Our publications should not, therefore, be considered an inducement under MiFID II regulations.  PERL provides professional 
equity research services, and the companies researched pay a fee in order for this research to be made available.  This report has been 
commissioned by the subject company and prepared and issued by PERL for publication in the United Kingdom only.  All information used in 
the publication of this report has been compiled from publicly available sources that are believed to be reliable; however, PERL does not 
guarantee the accuracy or completeness of this report.  Opinions contained in this report represent those of the research department of 
PERL at the time of publication, and any estimates are those of PERL and not of the companies concerned unless specifically sourced 
otherwise.  PERL is authorised and regulated by the Financial Conduct Authority (FCA) of the United Kingdom (registration number 697355). 

This document is provided for information purposes only, and is not a solicitation or inducement to buy, sell, subscribe, or underwrite 
securities or units.  Investors should seek advice from an Independent Financial Adviser or regulated stockbroker before making any 
investment decisions.  PERL does not make investment recommendations.  Any valuation given in a research note is the theoretical result of 
a study of a range of possible outcomes, and not a forecast of a likely share price.  PERL does not undertake to provide updates to any 
opinions or views expressed in this document. 

This document has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act 2000 of the United Kingdom.  
It has not been prepared in accordance with the legal requirements designed to promote the independence of investment research.  It is not 
subject to any prohibition on dealing ahead of the dissemination of investment research. 

PERL does not hold any positions in the securities mentioned in this report.  However, PERL’s directors, officers, employees and contractors 
may have a position in any or related securities mentioned in this report.  PERL or its affiliates may perform services or solicit business from 
any of the companies mentioned in this report. 

The value of securities mentioned in this report can fall as well as rise and may be subject to large and sudden swings.  In addition, the level 
of marketability of the shares mentioned in this report may result in significant trading spreads and sometimes may lead to difficulties in 
opening and/or closing positions.  It may be difficult to obtain accurate information about the value of securities mentioned in this report.  
Past performance is not necessarily a guide to future performance. 

 

 

 

 


