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MONTHLY MARKET PERFORMANCE: MARKET COMMENTARY:
Closing Prices as of August 31, 2010 The OEM Capital Defense Technology Index is up 11.4%
T TS over the last twelve months, compared to 4.4% for the S&P
Market . . . .
Current Company Name Capt Revenue Change Change P/E 500 Index during the same period. The Index is comprised of
[30day] [YTD] . . ) .

e anoed Photomc e, 40 I YRR L] publicly traded US defe?nse electronics companies with annual
AeroVironment, Inc. 4923 2495 | (55)V| (23.7)V| 264 revenues under $600 million.
AML Communications Inc. 13.3 16.7 | (17.3) V| (16.2)¥ 8.4
Anaren Inc. 199.0 1688 | (142)V| (9.8)Y| 17.0 As rime defense contractors
Applied Signal Technology, Inc. 261.9 2169 | (5.5)V 0.8 A 18.5 COMMENTARY p . egel .
Astronics Corp. 1578 | 1882 (76)V| 601 A| 167 By: Ron Klammer reorganize around  capabilities
Comtech Telecommunications Corp. 576.7 643.3 | (5.6)¥| (42.7)v] 125 : . rather than roducts to reduce
Dynamics Research Corp. 98.5 267.2 1.1 A| (76)V 8.4 rjk@oemcapltal.com h d p b l h
EMS Technologies Inc. 2221 3421 | (127)Y| 23 A| 242 eadcount, we elieve  that
Endw ave Corp. 232 153 [(1I7AV] OAHY[ M intelligence and surveillance, unmanned systems and cyber
Espey Manufacturing & Eectronics Corp. 44.8 28.0 1.7 A| (1.4)V 12.9 .t 11 t- t k h h th 1 ¢ f . .t.
Frequency Hectronics Inc. 41.6 494 | (1.0)Y| (0.6)Y| 373 security wi C.Ol’l ll’ll.le O ran 1g .01’1 ¢ st o acqulsl. 10Nn8
Global Defense Technology & Systems, Inc.| 948 [ 2049 | (138)V] (362)V] 266 these companies will look for. With renewed emphasis on
HEICO Corp. 1,150.6 591.3 50 A| 158 A 21.6 : : :
Horloy ndUSITes N0, 2057 ] Ho27| (15)¥| o2a| 254 fixed cost programs, we believe suppher§ Wll.l be asked to take
Fiite Microw ave Corporation 12979 | 1996 (74)V| 42 A| 219 on greater risk on newer programs. This will lead to further
Kratos Defense & Security Solutions, Inc. 157.5 329.1 | (10.5)v| (8.3)¥Y| 67.0 L : : : : :
e N e Iy Ly acquisitions among all supplier tler's as bulklng up size will be
LaBarge Inc. 1653 | 2716 | (165)V| (13.8)V]| 143 necessary to absorb the greater price risk on these programs.
pcronelicsinoy 22 dWA| 09 Al a8 Al Ty We will be going through a strategic realignment on a scale
Orbit International Corp. 13.7 26.9 | (12.8) V] (19.7) V| 104.9
Sparton Corp. 516 1927 ] (9.0)¥| (10.)¥] 19.0 not seen for well over a decade.
Spectrum Control Inc. 151.3 143.2 | (21.7)V]| 229 A 16.4
TTM Technologies Inc. 659.7 7375 | (19.6) V] (29.8) ¥ 12.5

(8 miore) NOTABLE RECENT TRANSACTIONS:
OEM DEFENSE ELECTRONICS TECHNOLOGY INDEX: o ,
L-3 Communications Holdings, Inc. (NYSE:LLL)

Relative Performancs (%) purchased the assets of Airborne Technologies, Inc. for an
o undisclosed amount. Airborne Technologies, Inc. is a
0 provider of specialized aeronautical engineering services,
2% manufacturing, and operations support to the aerospace,
20% - defense, and intelligence industries. The acquisition of
16% - Airborne Technologies will add to L-3’s existing presence in
— the unmanned aircraft systems solutions market.
:_M Elbit Security Systems Ltd., a provider of security and
A surveillance equipment, and a subsidiary of Israel-based Elbit
o Systems, Ltd. (TASE:ESLT) acquired a minority stake in
o " o » § o " . ITL Optronics, Ltd. ITL Optronics designs and develops
. & < & « L ¥ electro-optical components and systems for military and
Bl OEM Capital Defense Technology Index B S&P 500 Index defense applications.

SELECTED STATISTICS FOR INDEX COMPANIES: Kratos  Defense &  Security  Solutions,  Inc.

(NasdaqGS:KTOS) acquired DEI Services Corporation

I;‘;“g l“’;“'“p'es C“f? CYijs CYngg Latf:t from Arotech Corp. (NasdagGM:ARTX). DEI Services
otal Revenue .ox A4AX .OX 4X - . . .
TEV/EBTDA 121 10.2x 10,3 9.0 Corporation designs, develops, and deploys simulation and
TEV/EBIT 15.5x 13.1x 14.4x 13.3x training devices to military customers. Additionally, DEI
Profitability offers training system upgrades, course development, and
Return on Assets % 6.4% 6.9% 5.4% 5.8% : . :

Return on Capital % 12.4% 13.6% 10.6% 7.1% other engineering services.

Return on Equity % 9.2% 3.0% 3.1% 6.2%

Margin Analysis

Gross Margin % 28.7% 28.7% 27.7% 29.1%

SG&A Margin % 14.7% 14.4% 14.6% 14.5%

EBITDA Margin % 13.1% 14.0% 12.7% 14.3% .

EBIT Margin % 10.1% 10.8% 9.1% 10.7% OEM Cap|ta|

Net Income Margin % 5.8% 1.7% 2.4% 4.4% .

Growth Ratesg - - - - > Technology Investment Banking

Total Revenue, 1 Yr Grow th % 20.4% 11.8% (0.7%) 4.4% Software - Communications - Computers - Electronics

Total Revenue, 2 Yr CAGR % 17.5% 15.7% 5.4% 5.1% 2507 Post Road « Southport CT 06890-1259 « Tel (203) 254-0200 + Fax (203) 259-4041
Total Revenue, 3 Yr CAGR % 16.6% 15.3% 9.8% 7.9% www.oemcapital.com
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