
 

29 January 2018 
Avon Rubber announced this morning an order for 47,000 M50 mask 

systems for the US Department of Defense (DoD) worth $12.6m. Following 

an M50 order from the US DoD in December last year, this order displays 

the momentum in the business while building order book visibility. 

Management’s new strategy is delivering. 

Year end 
Revenue 

(£m) 
PBT* 
(£m) 

EPS* 
(p) 

DPS 
(p) 

P/E 
(x) 

Yield 
(%) 

09/16 142.9 20.7 70.5 9.5 17.9 0.8 

09/17 163.2 25.6 82.3 12.3 15.4 1.0 

09/18e 163.2 26.5 69.4 16.0 18.2 1.3 

09/19e 169.2 28.2 74.1 20.8 17.1 1.6 

Note: *PBT and EPS are normalised, excluding amortisation of acquired intangibles and 
share-based payments. 

After a confident FY17 report, we highlighted that Avon was in encouraging 

negotiations with the US DoD, as the M50 10-year sole-source contract ends in 

2018. The company received an order for 53,000 M50 masks in early December. 

Combined with the order book of 49,000 M50 masks at the end of September, this 

fully underpins our FY18 delivery forecasts. Today’s order of 47,000 M50 masks will 

contribute towards building the FY19 order book, hence we will not be adjusting our 

forecasts at this time. However, today’s order builds in further visibility. 

Partnerships are key to Avon Rubber, not least the long-term, multi-level 

relationship with the US DoD. Both parties are in active dialogue to determine the 

size and shape of Avon’s future supplier role to the DoD in the M50 replenishment 

phase, which should extend for another 15 years. In addition, Avon continues to 

work with the DoD on some potentially significant platform programmes. This is in 

line with the company’s new, threefold growth strategy. The overall approach is to 

grow the core, add selective product development and make value-enhancing 

acquisitions to accelerate growth.  
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Business description  

Avon Rubber designs, develops and manufactures 

products in the respiratory protection, defence 

(70% of 2017 sales) and dairy (30%) sectors. Its 

major contracts are with national security and 

safety organisations such as the DoD. 75% of sales 

are from the US and 25% are from Europe. 
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Disclaimer 
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US) is the US subsidiary of Edison and is regulated by the Securities and Exchange Commission. Edison Investment Research Pty Limited (Edison Aus) [46085869] is the Australian subsidiary of Edison. Edison Germany 
is a branch entity of Edison Investment Research Limited [4794244]. www.edisongroup.com 
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investment adviser with the Securities and Exchange Commission. Edison US relies upon the "publishers' exclusion" from the definition of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 
1940 and corresponding state securities laws. As such, Edison does not offer or provide personalised advice. We publish information about companies in which we believe our readers may be interested and this 
information reflects our sincere opinions. The information that we provide or that is derived from our website is not intended to be, and should not be construed in any manner whatsoever as, personalised advice. Also, our 
website and the information provided by us should not be construed by any subscriber or prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The research in this 
document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the purpose of the 
Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the topic of this 
document. This document is provided for information purposes only and should not be construed as an offer or solicitation for  investment in any securities mentioned or in the topic of this document. A marketing 
communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence of investment research and is not subject to any prohibition on 
dealing ahead of the dissemination of investment research. Edison has a restrictive policy relating to personal dealing. Edison Group does not conduct any investment business and, accordingly, does not itself hold any 
positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report. Edison or its 
affiliates may perform services or solicit business from any of the companies mentioned in this report. The value of securities mentioned in this report can fall as well as rise and are subject to large and sudden swings. In 
addition it may be difficult or not possible to buy, sell or obtain accurate information about the value of securities mentioned in this report. Past performance is not necessari ly a guide to future performance. Forward-looking 
information or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, 
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affiliates and contractors, and their respective directors, officers and employees will not be liable for any loss or damage arising as a result of reliance being placed on any of the information contained in this report and do 
not guarantee the returns on investments in the products discussed in this publication. FTSE International Limited (“FTSE”) © FTSE 2018. “FTSE®” is a trade mark of the London Stock Exchange Group companies and is 
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