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WELCOME TO 
SMALL TALK

Stock for Discussion: 

Norsat International, Inc. (NSAT)

Presenter: Betsy Wills

September 20, 2016
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Disclaimer

All stock references are meant to be used for 

educational purposes.  No recommendation 

for purchase or sale is intended or implied.

This presentation may contain images of 

websites and products or services not 

endorsed by BetterInvesting.  The presenter 

is not endorsing or promoting the use of 

these websites, products or services

This session is being recorded for future 

reference.

KEY DATA

• Industry: Communication Equipment

• Sector: Technology Services

• Went public in Canada in 1990

• Listed on the Toronto Stock Exchange (NII) and NYSE 

(NSAT)(2015)  

• Based in Richmond, British Columbia, Canada

• Has about 180 employees

• No Debt 9/20/2016
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WHAT DOES NORSAT DO?

• Manufactures satellite components

• Sinclair Technologies unit (former acquisition) 

produces antenna products, including land 

mobile radios

• Rest of business produces terminals and 

microwave products

• Equipment is located on earth and thus falls 

under the broad category of “satellite ground 

equipment”

• Remote and challenging environments
9/20/2016 4
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AREAS OF FOCUS

• Satellite Communications (Ground Terminal 

Based)

• Land Mobile Radio (LMR) Infrastructure 

9/20/2016
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SATELLITE GROUND 
EQUIPMENT

• Microwave Components: receivers, transmitters 

and power amplifiers

• Satellite Systems: portable satellite systems, 

related accessories and services

• Designed to interoperate with geostationary 

satellites orbiting the earth and can be 

customized to work with specific frequency 

bands for the various applications

• Permits communications link (up to 9 Mbps) 

between any two points on earth - voice, data 

and moving video
9/20/2016
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POSITIVE TRAIN CONTROL 
OPPORTUNITY

• Required by Congress to be installed by railways 

to monitor and control train movements to 

provide increased transportation safety

• Large opportunity in big industry (freight and 

commuter railways)

• NSAT’s previous satellite terminal experience 

gives it an excellent position

• Opportunity for organic growth
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TARGET INDUSTRIES
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179/20/2016 189/20/2016
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SWOT OVERVIEW

STRENGTHS:

• Strong balance sheet, lots of cash, no debt

• Cost structure and established product line

• Nimbleness and willingness to do custom jobs 

as a small company

• R&D tax credits from Canada, and tax loss 

carry forwards totaling $9 MM, but some 

subject to valuation allowance, so only 

$6.3 MM on balance sheet

• Excellent margins
9/20/2016 21

SWOT OVERVIEW

WEAKNESSES:

• Lumpy orders in the past  = uneven quarterly 

revenues, difficult to forecast and period-to-

period comparisons not meaningful

• 1 customer in Sinclair segment accounts for 

10% of NSAT’s revenues

• Relies primarily on trade secrets for protection 

– has 4 patents, currently
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SWOT OVERVIEW

OPPORTUNITIES:

• Satellite business growing 

• Demand for and lower costs of satellites 

increases demand for ground terminals that 

NSAT produces

• PTC – big industry (freight and commuter RRs)

• Potential candidate for an “inversion” due to 

lower tax rate in Canada
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SWOT OVERVIEW

THREATS:

• Competes against much larger companies 

• Harris and L-3 Communications

• Cisco

• Aggressive pricing from larger competitors

• Risk of proprietary product designs or 

technology being misappropriated

• Political and economic instability in foreign 

markets
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IS IT A GROWTH COMPANY?
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SSG…SECTION 1
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Poll Question: Sales

• .1% - Q2 2016 compared to Q2 2015 

• 6.9% - Yahoo FYE 2017 estimate

• 13.1% - 10 year historical

• 58.1% - 3 year historical

•

279/20/2016

Poll Question: EPS

• 12.5% - Yahoo 2017 estimate

• 33.3% - Q2 2016 compared to Q2 2015 

• 55.5% - Historical

• 58.1% - 3 year historical

• 68.3% - 5 year historical
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DO THEY HAVE QUALITY 
MANAGEMENT?
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SSG…SECTION 3
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Poll Question: High P/E

• 3.7 – Current P/E 

• 5.3 – 52 week High P/E

• 8.1 – Yahoo 

• 8.6 – Average High P/E - 2011 Removed (SSG)

• 25.9 – 5 year Average High P/E (SSG)

31
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Poll Question: Low P/E

• 2.0 – 52 week low P/E

• 3.7 – Current P/E

• 4.6 – Low P/E - 2011 removed (SSG)

• 12.3 – Avg. Low P/E (SSG)

32
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Poll Question: Low Price

• $____ – Forecast Low Price

• $3.90 – Average Low in last 5 years

• $3.30 – Recent Severe Market Low 

• $4.63 – Price  Variant Quotient

• $4.95 – 80% of Current Price

339/20/2016 1/20/2015 34

IT’S YOUR CALL!!

Poll Question: Consider Buying?

• Yes – Creating a substantial moat for a 

young company

• Maybe – The price is attractive, given 

the growth potential

• No – Still too speculative

35

9/20/2016

9/20/2016 36

ANY QUESTIONS?

What’s Next?
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THANKS FOR ATTENDING THIS EPISODE 
OF SMALL TALK

HOPE YOU ENJOYED IT!

NEXT SMALL TALK: OCTOBER 18, 2016

CHECK THE RMC WEBSITE FOR DATES OF 
CLASSES AND 2016 SMALL TALKS

rmchapter.org
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