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MONTHLY MARKET PERFORMANCE: MARKET COMMENTARY:
Closing Prices as of February 28, 2011 The OEM Defense Technology Index is up 51.0% over the
e T last twelve months, compared to 19.0% for the S&P 500 Index
Market . . . . .
Current Company Name Cap: Revenue! Change Change P/E during the same period. The Index is comprised of publicly
il ) traded US def: lectroni

Advanced Photonix Inc. 63.4 261 | 197 A| 27.8 A| M raded erense  electronics
AeroVironment, Inc. 633.1 262.2| 4.7 A| 81 A| 404 companies with annual revenues
AML Communications Inc. 224 158 | 514 A| 56.0 A 17.7 COMMENTARY under $400 mllllOIl
Anaren Inc. 3207| 1754 394A| 184 198 By: Ron Klammer .
Astronics Corp, 2408 | 1958 | (42)V| 27 A| 180 rjk@oemcapital.com The three transactions announced
Dynamics Research Corp. 154.8 2721 | 13.0 A| 146 A| 122 . : :
EMS Technologies Inc. 297.6 3421 43 A| (1.7)V]| 299 - - n .Februa.ry arc very 111UStratlve Of
Endw ave Corp. 262 62| 1724 167 4] M the consolidation wave sweeping the industry.
Zsi::{rc")’zz:f;‘fc‘“””g&Eem’"“ SoTp) fg‘g ?gg (éf’): 8‘5‘;: 11:;‘ Anaren acquired AML Communications to round out its line
Frequency Bectronics Inc. 560|502 111 A| 192 A| 383 of amplifier components to make it a more credible player in
Global Defense Technology & Systems, Inc. 149.6 206.3 1.1 A| (3.0)v| 353 integrated assemblies, a higher margin item than electronic
Herley Industries Inc. 267.1 189.4 | 147 A 9.7 A 17.9
Hittite Microw ave Corporation 1,918.3 2443 3.1 A| 06 A| 284 components.
Kratos Defense & Security Solutions, Inc. 330.4 362.9 4.0 A 9.4 A| 131.2 Herley’ Wthh had been actively marketing itself for the past
KVH Industries inc. 2030 | 1122 | 220 A| 228 A| 604 . .
TaBargs Inc. 2482 3240 140 Al (02)vV] 136 couple of years, found an acquirer in Kratos, a company
Mercury Computer Systers, inc. 5329 | 2149]| 07 A 33 A[ 288 wishing to extend its product line and make itself more
Micronetics Inc. 18.7 35.1 (3.3)¥] (9.3)¥ 11.8 . rtant t »t t t h 1 b t d h . k
Orbit International Corp. 182 273| 40 A| 23 a| 764 important to 1ts customers to help combat vendor shrink.
Sparton Corp. 797 1707| (94)V| (655)V| 265 And, Endwave, a nanocap public company that never had a
Spectrum Control Inc. 183.9 163.9 6.2 A| (6.5V 14.2

history of profitability, even before its sale of half of its
revenues to Microsemi a couple of years ago, finally was

OEM DEFENSE ELECTRONICS TECHNOLOGY INDEX: taken out of its misery by GigOptix in an all stock deal.

Expect to see many more as the defense industry consolidates.

" ($ millions)

Relative Performance (32)

o NOTABLE RECENT TRANSACTIONS:

o Anaren, Inc. (NasdaqGS:ANEN), an East Syracuse, New
"1 York-based manufacturer of communications equipment,
30% - agreed to acquire AML  Communications, Inc.
- (OTCBB:AMLJ) for approximately $23 million in cash, a

deal valued at 1.4 times revenues and 8.4 times EBITDA.
bl W AML Communications designs and manufactures radio
0% - frequency and microwave amplifiers and subsystems used in

o | d W o defense electronic warfare applications.
Kratos Defense &  Security  Solutions, Inc.
e o o s o o S o - (NasdagqGS:KTOS), a San Diego, California-based provider
LA R A A A of engineering and IT services to customers in the government
B OEM Defense Technology Index M S&P 500 Index and defense markets, agreed to acquire Herley Industries,

Inc. (NasdagGS:HRLY) for approximately $270 million in

SELECTED STATISTICS FOR INDEX COMPANIES: cash, a deal valued at 1.3 times revenues and 7.8 times

EBITDA. Herley Industries designs, and manufactures

Trading Multiples CY2007 © CY2008 ' CY2009/ Latest microwave solutions for use in defense, aerospace, and
ggﬁ:}i‘a"e””e 1;‘?" 1;"21" 1(1)'2" ;.gx medical applications.

X .2x .3x .9x . . A . .
TEV/EBIT 15 5x 13 1x 14.4x 11.4x GigOptix, Inc. (OTCBB.GGQX), a Palo Alto, Cahforma}-
Profitability based manufacturer of high performance electronic
Return on Assets % 6.4% 6.9% 5.4% 7.0% components, agreed to acquire Endwave Corp.
Return on Capital % 124% 13.6% 10.6% 8.5% (NasdagGM:ENWYV) for approximately $22 million in stock.
Return on Equity % 9.2% 3.0% 3.1% 9.3%
Margin Analysis H
Gross Margin % 28.7% 28.7% 27.7% 28.8% O E M Cap I tal .
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% 2507 Post Road » Southport CT 06890-1259 + Tel (203) 254-0200 « Fax (203) 259-4041
Net Income Margin % 5.8% 1.7% 2.4% 6.4% www.oemcapital.com
Craiii s © 2011 OEM Capital Cor
Total Revenue, 1 Yr Growth % 20.4% 11.8% (0.7%) 14.5% pital Lorp.
Total Revenue, 2 Yr CAGR % 17.5% 15.7% 5.4% 9.1%
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




