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MONTHLY MARKET PERFORMANCE: MARKET COMMENTARY:
Closing Prices as of November 30, 2010 The OEM Defense Technology Index is up 36.6% over the
) s last twelve months, compared to 6.5% for the S&P 500 Index
Market . . . . .
Current Company Name Caz:\p? Revenue! Change Change P/E durlng the same perlod. The Index is compr]sed of pubhcly
[30day] [YTD] .
Advanced Photonix Inc. 30.1 23.0 | 16.1 A| 56.8 A| NM traded .US fiefense electronics
AeroVironment, Inc. 5380 | 2622 | 53 A| (166)V| 409 companies with annual revenues
AML Communications Inc. 14.2 16.0 B.NHvY| (11.5)Y 12.1 COMMENTARY d $4OO 11
Anaren Inc. 2717 | 1754 | 88 A| 21.1 Ao| 213 By: Ron Klammer under million.
Applied Signal Technology, Inc. 440.2 225.2 (21)Vv| 68.9 A 31.7 rjk@oemcapital.com
Astronics Corp. 221.3 189.5 | (1.3)Vv]|122.6 A| 229 :
Dynamics Research Corp. 136.4 268.1 | 20.3 A| 27.7 A| 10.9 - - - .We ;aw a lot of prlvate deals
EMS Technologies Inc. 2646 | 3421 | 42 A| 309 A| 307 happening this year in anticipation of the Bush-era tax cuts.
Endw ave Corp. 265 162 | 150 A| 134 A| NM
Espey Manufacturing & Bectronics Corp. 59.4 28.1 49 A| 304 A 16.2 Now that these tax levels have been exte':n'd'ed fOI' t_NV,O y'ears we
Giga-tronics Inc. 10.9 193 | (189)V| (342)V| 437 expect to see stronger merger and acquisition activity in 2011
Frequency Bectronics Inc. 50.7 50.2 23 A| 211 A| 35.0 as the defense budget shrinks
Global Defense Technology & Systems, Inc. 124.8 206.3 | (0.4)v] (16.7)¥| 36.9 :
Herley Industries Inc. 224.3 1894 | (21)V]| 153 A 16.0
Hittite Microw ave Corporation 1,763.7 2223 | 10.8 A| 40.2 A 27.6 Tradlng and deal multlples have remalned hlgh as strateglc
Kratos Defense & Security Solutions, Inc. 196.2 3629 | (7.3)Y| (2.1)v| 130.6 . .
RVHRdusties o, 013 s Gov| (1Tav] 372 buyers today have more cash than they have ever had in their
LaBarge Inc. 2240 3240 117 A[ 168 A 135 history and attractive companies available for sale remain
Mercury Computer Systems, Inc. 433.8 2149 | 124 A| 527 A| 295 I k . h d 1 t f lk t .
Micronetics Inc. 218 351 (89)V| 474 A| 82 scarce. In speaking with corporate development folks at major
Orbit International Corp. 73] 273| 70A| 0B A| 770 defense electronics firms, they do not put a revenue floor at
Sparton Corp. 82.9 1716 | 109 A| 414 A| 238 : 9
Spectrum Control InG. 1970 1639 01 A| 580 a| 138 what they will look at. What does that tell you?
1 ($ millions)
If you are considering a sale of a business in the defense
OEM DEFENSE ELECTRONICS TECHNOLOGY INDEX: y .. g .
electronics industry, I urge you to not pass up this strong
Relative Performance (%) seller-market opportunity.

NOTABLE RECENT TRANSACTIONS:

Private equity firm Veritas Capital agreed to acquire CPI
2% 1 International, Inc. (NasdagGS:CPIl) for approximately
$330 million in cash. CPI Intetrnational provides microwave
and RF control products to customers in the defense,
s communications, medical, and scientific industries.

15%

S - Illinois Tool Works, Inc. (NYSE:ITW) acquired North Star
Imaging, Inc. Financial terms of this deal were not disclosed.
North Star Imaging, based in Rogers, Minnesota, designs
and manufactures digital testing equipment and related
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B OEM Defense Technology Index M S&P 500 Index accessories to the defense, aerospace, automotive, medical
device, and manufacturing industries.
SELECTED STATISTICS FOR INDEX COMPANIES:
Trading Multiples CY2007 CY2008 CY2009 Latest Man.TECh International Corporat".)n. (NgsdaqGS. MANT)
TEV /Total Revenue o e T3 e acqu}red MT'CSC3 Inc. for $75 mllllqn in cash. MTCSC
TEV/EBITDA 12 1x 10.2x 10.3x 8.9x provides engineering and related services to a variety of
TEV/EBIT 15.5x 13.1x 14.4x 11.4x defense and homeland security companies based in the United
Profitability States.
Return on Assets % 6.4% 6.9% 5.4% 7.0%
Return on Capital % 12.4% 13.6% 10.6% 8.5%
Return on Equity % 9.2% 3.0% 3.1% 9.3%
Margin Analysis .
Gross Margin % 28.7% 28.7% 27.7% 28.8% OEM Cap ital
SG&A Margin % 14.7% 14.4% 14.6% 13.2% Technology Investment Banking
EBITDA Margin % 13.1% 14.0% 12.7% 15.5% Software - Communications - Computers - Electronics
EBIT Margin % 10.1% 10.8% 9.1% 12.1%
Net Income Margin % 5.8% 1.7% 2.4% 6.4% 2507 Post Road « Southport CT 06890-1259 « Tel (203) 254-0200 * Fax (203) 259-4041
www.oemcapital.com
Growth Rates
Total Revenue, 1 Yr Grow th % 20.4% 11.8% (0.7%) 14.5%
Total Revenue, 2 Yr CAGR % 17.5% 15.7% 5.4% 9.1% © 2010 OEM Capital Corp.
Total Revenue, 3 Yr CAGR % 16.6% 15.3% 9.8% 10.2%

Source of financial data: Standard & Poor’s, CapitallQ, FT and Thomson Financial




