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MONTHLY MARKET PERFORMANCE: MARKET COMMENTARY:
Closing Prices as of February 28, 2010 The OEM Capital Telecom Technology Index is up 57.6%
% Price 56 Price over the last twelve months, compared to 19.0% for the S&P
Current Company Name Mgral;et Revenue Change Change P/E 500 Index during the same period. The Index is Comprised of
[30day] [YTD] : :

8x8 Inc. 169.8 67.8 23 A| 143 A 45.8 puthly traded telecom. SCI'VI'CC
Aware Inc. 719  236] (6)V| 254 o] N COMMENTARY and technology companies with
Blonder Tongue Laboratories Inc. 12.8 30.0 | (14.6)¥Y| (1.6)V 16.1 . 114
BSQUARE Corp. 1234 844 | 313 A| 371 A| NM By: Brian Kelley revenues u,n,d,er $800 million.
Cbeyond, Inc. 4310 4434 (47| B5Y]| WM bjk@oemcapital.com The acquisition of Tollgrade by
Clearfield, Inc. 60.2 26.7 | 104 A| 235 A 571 Golden Gate Capltal may have
Dialogic, Inc. 153.9 174.8 (0.8)¥]| 253 A NM . . . .
Diteoh Netw orks, no. 245 931 263 2 775 2 ~\M marked the high point in telecom related transactions for the
Globecomm Systems Inc. 2371| 2465] 145A| 654A] 263 period. Golden Gate Capital, a $9 Billion under management
KIT digital, Inc. 492.7 84.3 (4.1)V¥] (19.0)¥Y NM . . . . N 11
WiteT Notw orks Gorp. 015 72 352l 332 59 private equity group based in San Francisco, CA, acquired a
Norsat International Inc. * 455 207[ 182 A| 258 A| 237 outstanding Tollgrade shares for $137 Million in an all cash
Novatel Wireless Inc. 187.3 308.3 | (17.2)V¥] (38.0)V¥ NM t t- T 11 d . 1 d . ¢ test d
Openw ave Systems Inc. 1883 | 1652 | 104 A| 47 A| M ransaction. loflgrade 1S a fleader I remote test an
ShoreTel, Inc. 3183 1713 (66) V| (13DY[ NM management support for legacy and IP-based voice and data
Sierra Wireless Inc. ' 319.2 650.3 | (28.5)V¥| (31.2)V¥ NM| t k R 1 t. 1 b : d : . t h 1
Strattec Security Corp. 1101 | 2353 | 55 A| 04 A| 214 networks. Relatively boring and uninspiring as technology
Technical Communications Corp. 19.2 195 | (18.0)V] (235)Y| 28 goes. The jewel in the mix, in my view and the true target is
TeleCommunication Systems Inc. 240.0 388.8 58 A| (86)VY 16.3 : : : 1:
e e = R B Ry W o the Smart Grid Solution Set target%ng the utlllty sector. Qolden
Tii Netw ork Technologies, Inc 481 44| (09)V]| 194 A] 216 Gate has an excellent opportunity to provide funding for
Tow erStream Corporation 182.8 18.2 7.7 A 6.9 A NM| : : : :
L — R REAR I K] produpt development and to establish a viable brand in this
Westell Technologies Inc. 224.6 178.4 35 A 00 A[ 258 growing sector.
Zhone Technologies Inc. 704| 1290] (69V] (135V] NM In a merger of two weak, near equals, GigOptix in an all stock

* in CAD millions exchange 100% of the assets of Endwave Corporation. Valued

OEM TELECOM TECHNOLOGY INDEX: at $22 Million, Endwave is a provider of RF solutions for the

mobile backhaul and satellite communications and security
markets. A good and worthy ending for the publicly held

Relative Parformanca (3]

20% . .

. Endwave. From a technological perspective, the deal

. represents a good marriage and a net savings to SGA for the
merged units.

S0%

0% NOTABLE RECENT TRANSACTIONS:

wl% Golden Gate Capital, a San Francisco, California-based
o private equity firm, agreed to acquire Tollgrade
1 Communications, Inc. (NasdaqGS:TLGD) for approximately
m $130 million in cash. Tollgrade Communications designs and
b manufactures hardware and software products used in the
S s e e s e s s 8 2 = telecommunications markets.
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B OEM Telecom Technology Index M S&P 500 Tndex SBA Communications Corp. (NasdaqGS:SBAC), a Boca

Raton, Florida-based owner / operator of wireless

SELECTED STATISTICS FOR INDEX COMPANIES: telecommunications towers, agreed to acquire 154 wireless

communications towers for approximately $70 million.

Trading Multiples CY2007 CY2008 CY2009 Latest

TEV/Total Revenue 0.6x 0.7x 0.8x 0.9x . . . . .
TEV/EBITDA 79 9.4x 87 97 GigOptix, Inc. (OTCBB.GGQX), a Palo Alto, Cahfomlg-
TEV/EBIT 12.9% 15.3x 13.4x 18.2x based manufacturer of high performance electronic
Profitability components, agreed to acquire Endwave Corp.
Return on Assets % -1.2% -1.6% 0.5% 2.3% (NasdaqGM:ENWYV) for approximately $22 million in stock.
Return on Capital % -1.6% -2.2% 0.8% 3.4% Endwave Cor desien nd manufactur radio fr n
Return on Equity % 51%  -181%  -20.8% 2.9% p. designs a anulactures radio lrequency
Margin Analysis products and systems that are used in the telecommunications,
Gross Margin % 38.8% 40.5% 43.0% 42.7% defense, homeland security, and instrumentation markets.

SG&A Margin % 29.2% 29.6% 29.7% 28.6%

EBITDA Margin % 2.8% 2.5% 6.3% 7.2%

EBIT Margin % -1.9% -2.2% 0.8% 2.1% i

Net Income Margin % -5.6% -10.4% -9.4% 1.4% O EM Cap I tal .

Growth Rates Technology Investment Banking

Total Revenue, 1 Yr Grow th % -12.8% 0.6% -4.2% -11.9% Software - Communications - Computers - Electronics

Total Revenue, 2 Yr CAGR % -11.4% -6.3% -1.8% -7.3% 2507 Post Road « Southport CT 06890-1259 « Tel (203) 254-0200 « Fax (203) 259-4041
Total Revenue, 3 Yr CAGR % -10.8% -7.3% -5.6% -6.6% www.oemcapital.com
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