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Markets were weak in October with the ASX All Ordinaries
Accumulation Index down 3.85%. Small and micro cap stocks
underperformed large cap stocks with the S&P/ASX Small
Ordinaries Accumulation Index (“Small Ords”) down 5.45%

and the S&P/ASX Emerging Companies Accumulation Index
(“Emerging Companies Index”) down 4.56%. Small and micro
cap stocks have underperformed in CY2023 thus far with the
Small Ords down 6.1% and the Emerging Companies Index down
9.7%. This compares to the S&P/ASX 200 Accumulation Index
which is largely flat.

While the market was weak, there were a number of companies
that experienced strong share price movements in October with
some of the large increases driven by corporate transactions. The
biggest mover in the coverage universe for the month was Halo
Technologies Holdings Ltd (ASX: HAL) with the share price up
258.3%. There was no news flow that drove this movement with
the Company stating they were not aware of what was driving
the move.

Below we take a look at five companies that experienced positive
share price moves during the month and the news flow driving
the moves.

Damstra Holdings Limited (ASX: DTC)

Damstra Holdings shares were up 145% for the month with the
shares increasing significantly on the back of the announcement
that the Company had received an offer to acquire 100% of

the shares in the Company from multiple parties and it had
provided exclusivity to one of the interested parties to conduct
due diligence. The conditional, non-binding, indicative proposal
by Miratech Holdings Inc. is to acquire Damstra’s shares for
$0.30 per share by way of scheme of arrangement. The offer
represented a 200% increase to the share price at the close of
the day prior to the announcement.

Damstra is an enterprise software company that provides a range
of security solutions. The Company offers a range of products,
including workforce management, access control, and solo, all

of which are aimed at improving the onsite verification process.
The suitor, Miratech Holdings, provides solutions across global
technology partners for corporate legal departments, risk and
compliance teams, and HR.

It's been a tough few years for shareholders with Damstra shares
falling from a high of $2.39 in October 2020 to as low as $0.066
in 2023. While the due diligence is yet to be completed, the offer
is no doubt a reprieve for shareholders, albeit a relatively small
one for any long-term shareholders.

Webcentral Ltd (ASX: WCG)

Webcentral was one of three stocks in the coverage universe

to increase more than 100% in October with the share price
increasing 112%. Webcentral is a digital services company that
provides cloud solutions within Australia and New Zealand.

The Company offers data connectivity, cloud and data centre
services, and managed services. It provides cloud-based IT
solutions along with network services, operates fibre and wireless
infrastructure, manages the cloud computing environment and
operates data centre facilities.
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During the month, the Company announced the sale of two-
thirds of its domain name registry, consumer hosting and email
hosting services business for a total of $165 million to Oakley
Capital, a London-based technology-focused private equity firm.
After undertaking a comprehensive review of the business, the
Transaction with Oakley was identified as the best outcome to
maximise value.

The total value of $165 million comprises cash proceeds of $115
million, a one-third equity interest in the domain business valued
at $20 million, and a deferred revenue of $30 million that will

not be deducted from the purchase price. The domains business
will also continue to source cloud services and managed support
services from Webcentral under a services agreement valued at
$12 million over 5 years, with a minimum of $4 million in the first
year.

On completion of the Transaction Webcentral will change its
name to 5G Networks Limited and continue carrying on its
remaining businesses as a telecommunications carrier and owner
of infrastructure servicing enterprise and wholesale customers.
The 5GN business is expected to generate pro forma revenue of
$45M in FY24 with proforma run-rate net profit of greater than
$5M before acquisitions.

The Company will have a net cash position of ~$84 million
following the repayment of debt and transaction costs. The
balance of the proceeds from the Transaction are expected to
be used for acquisitions of complimentary technology, cloud
hosting and managed IT businesses. Post the Transaction the
Company will review the capital management strategy with
the Company signalling the potential for the resumption of
dividends and share buybacks.

Completion of the Transaction is expected in late November
subject to binding debt facility agreements being entered into
by the acquiring parties, no material adverse changes and
completion of an internal restructure.

Blueglass Limited (ASX: BLG)

Blueglass is one of a handful of end-to-end GaN laser
manufacturers globally with operations in Australia and the
US. Blueglass supplies GaN laser diode products to the global
phontonics industry, focused on the industrial, defence, bio-
medical and scientific markets.

Blueglass's share price was up 51.3% for the month with the
share price reacting positively to the news that the Company had
been named as a member of the Commercial Leap Ahead for
Wide-bandgap Semiconductors (CLAWS) Hub.

The US Department of Defense awarded US$238 million

in funding for the establishment of eight Microelectronics
Commons regional innovation hubs. The Microelectronics
Commons is focused on bridging and accelerating the lab-to-fab
transition and mitigating supply chain risks and will supercharge
America’s ability to develop, prototype, manufacture, and
produce cutting-edge microelectronics at scale.

The CLAWS Hub, led by North Carolina State University (NCSU),
has been awarded US$39.4M for the base year of performance

and consists of seven hub members.
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The CEO of Blueglass stated that “the work we will be contributing
to the hub perfectly aligns with BlueGlass’ wide-bandgap and
extended-wavelength roadmaps and will leverage the benefits of
our proprietary RPCVD technology.”

Wide-bandgap semiconductors offer higher voltage and
temperature capacity than traditional silicon chips. They have
wide and growing applications in power electronics, radio
frequency, and wireless devices; as well as photonics devices such
as visible lasers for next-generation sensing, communications,
artificial intelligence, and quantum technology applications.

Blueglass is still in the early stages of growth with the Company
only recently generating initial product revenues. In its Annual
Report the Company stated that it is partnering with several
industry leaders to validate its products. Visible GaN lasers
increasingly underpin advanced industries and technologies,
used in everything from raw materials processing, satellite
communications, quantum computing, defence and aviation,
through to medical and biotech applications. The increased
application has resulted in GaN lasers forecast to be a US$2.5
billion segment of the broader laser market by 2025.

Given the forecast growth in the market this Company may be
one to put on your watchlist.

Xtek Limited (ASX: XTE)

Xtek Group operates two divisions: (1) Ballistics Division; and (2)
Technology Division. The Ballistics Division designs, manufactures
and supplies global military, law enforcement and first responders
with advanced personal protection ballistic products and
solutions for body armour, ballistic helmets and composite
armour structures. The Technology Division manufactures and
supplies global defence and security agencies with uncrewed
systems and sensor payloads, and Australia-made software and
local support.

During the month, Xtek announced they had secured a support
contract from the Commonwealth of Australia’s Department of
Defence to maintain and sustain the $26.9 million newly acquired
fleet of small unmanned aerial systems (SUAS) from Xtek. The
initial 4 year term is valued at $15.9 million with a further $29
million anticipated to be realised during the contract period. If all
extensions are awarded (up to six years), and potential spares are
used, the total contract value over the 10 year life of the contract
is anticipated to be more than $110 million.

The Company delivered record revenues in FY23. In an investor
update in October, the Company highlighted that the Group

had a pipeline of leads at various stages worth more than

$375 million, primarily driven by the Ballistics Division with the
Company forecasting continued revenue growth in FY24. Ongoing
uncertainty in Europe and continuing tensions in the South China
Sea and those developing in the Middle East is expected to drive
short-and-long term supply demand and strategic investment to
upgrade with next generation products and solutions.

At the date of this report, consensus estimates are forecasting
a 5% increase in revenue in FY24 with a 43.3% increase in
normalised EPS.
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Adore Beauty Group Limited (ASX: ABY)

Adore Beauty Group's share price was on the move in October,
finishing 41.5% higher. During the month, Spheria Asset
Management became a substantial shareholder.

In a Trading Update released to the market, the Company
announced Revenue for the September Quarter of $47.5 million,
up 4.7% on the pcp. Active customer numbers were up 1.5% for
the Quarter with a record 497,000 returning customers in the
period. The Company noted that despite cost of living pressures
and weaker consumer sentiment, the Company is forecasting a
return to positive EBITDA with an EBITDA margin of 2%-4% in
FY24.

Analysts are forecasting steady EPS growth for the Company
over the next three years however there remains risk
surrounding these forecasts given the current macroeconomic
environment.
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WHO IS IIR?

Independent Investment Research, “IIR", is an independent investment research house based in Australia and the United States. IIR specialises in the analysis of high quality
commissioned research for Brokers, Family Offices and Fund Managers. IIR distributes its research in Asia, United States and the Americas. IR does not participate in any corporate
or capital raising activity and therefore it does not have any inherent bias that may result from research that is linked to any corporate/ capital raising activity.

IIR was established in 2004 under Aegis Equities Research Group of companies to provide investment research to a select group of retail and wholesale clients. Since March 2010, IIR
(the Aegis Equities business was sold to Morningstar) has operated independently from Aegis by former Aegis senior executives/shareholders to provide clients with unparalleled
research that covers listed and unlisted managed investments, listed companies, structured products, and IPOs.

IIR takes great pride in the quality and independence of our analysis, underpinned by high calibre staff and a transparent, proven and rigorous research methodology.

INDEPENDENCE OF RESEARCH ANALYSTS

Research analysts are not directly supervised by personnel from other areas of the Firm whose interests or functions may conflict with those of the research analysts. The evaluation and
appraisal of research analysts for purposes of career advancement, remuneration and promotion is structured so that non-research personnel do not exert inappropriate influence over
analysts.

Supervision and reporting lines: Analysts who publish research reports are supervised by, and report to, Research Management. Research analysts do not report to, and are not super-
vised by, any sales personnel nor do they have dealings with sales personnel.

Evaluation and remuneration: The remuneration of research analysts is determined on the basis of a number of factors, including quality, accuracy and value of research, productivity,
experience, individual reputation, and evaluations by investor clients.

INDEPENDENCE — ACTIVITIES OF ANALYSTS
1IR restricts research analysts from performing roles that could prejudice, or appear to prejudice, the independence of their research.

Pitches: Research analysts are not permitted to participate in sales pitches for corporate mandates on behalf of a Broker and are not permitted to prepare or review materials for those
pitches. Pitch materials by investor clients may not contain the promise of research coverage by IIR.

No promotion of issuers’ transactions: Research analysts may not be involved in promotional or marketing activities of an issuer of a relevant investment that would reasonably be
construed as representing the issuer. For this reason, analysts are not permitted to attend “road show” presentations by issuers that are corporate clients of the Firm relating to offerings
of securities or any other investment banking transaction from that our clients may undertake from time to time. Analysts may, however, observe road shows remotely, without asking
questions, by video link or telephone in order to help ensure that they have access to the same information as their investor clients.

Widely-attended conferences: Analysts are permitted to attend and speak at widely-attended conferences at which our firm has been invited to present our views. These widely-attend-
ed conferences may include investor presentations by corporate clients of the Firm.

Other permitted activities: Analysts may be consulted by Firm sales personnel on matters such as market and industry trends, conditions and developments and the structuring, pricing
and expected market reception of securities offerings or other market operations. Analysts may also carry out preliminary due diligence and vetting of issuers that may be prospective
research clients of ours.

INDUCEMENTS AND INAPPROPRIATE INFLUENCES

1IR prohibits research analysts from soliciting or receiving any inducement in respect of their publication of research and restricts certain communications between research analysts
and personnel from other business areas within the Firm including management, which might be perceived to result in inappropriate influence on analysts’ views.

Remuneration and other benefits: IIR procedures prohibit analysts from accepting any remuneration or other benefit from an issuer or any other party in respect of the publication of
research and from offering or accepting any inducement (including the selective disclosure by an issuer of material information not generally available) for the publication of favourable
research. These restrictions do not preclude the acceptance of reasonable hospitality in accordance with the Firm’s general policies on entertainment, gifts and corporate hospitality.

DISCLAIMER

This publication has been prepared by Independent Investment Research (Aust) Pty Limited trading as Independent Investment Research (“lIR") (ABN 11 152 172 079), an corporate
authorised representative of Australian Financial Services Licensee (AFSL no. 410381. IR has been commissioned to prepare this independent research report (the “Report”) and will receive
fees for its preparation. Each company specified in the Report (the “Participants”) has provided IIR with information about its current activities. While the information contained in this
publication has been prepared with all reasonable care from sources that IIR believes are reliable, no responsibility or liability is accepted by IIR for any errors, omissions or misstatements
however caused. In the event that updated or additional information is issued by the “Participants”, subsequent to this publication, IIR is under no obligation to provide further research
unless commissioned to do so. Any opinions, forecasts or recommendations reflects the judgment and assumptions of IIR as at the date of publication and may change without notice.
1IR and each Participant in the Report, their officers, agents and employees exclude all liability whatsoever, in negligence or otherwise, for any loss or damage relating to this document
to the full extent permitted by law. This publication is not and should not be construed as, an offer to sell or the solicitation of an offer to purchase or subscribe for any investment. Any
opinion contained in the Report is unsolicited general information only. Neither IIR nor the Participants are aware that any recipient intends to rely on this Report or of the manner in which
a recipient intends to use it. In preparing our information, it is not possible to take into consideration the investment objectives, financial situation or particular needs of any individual
recipient. Investors should obtain individual financial advice from their investment advisor to determine whether opinions or recommendations (if any) contained in this publication are
appropriate to their investment objectives, financial situation or particular needs before acting on such opinions or recommendations. This report is intended for the residents of Australia.
It is not intended for any person(s) who is resident of any other country. This document does not constitute an offer of services in jurisdictions where IIR or its affiliates do not have the
necessary licenses. IIR and/or the Participant, their officers, employees or its related bodies corporate may, from time to time hold positions in any securities included in this Report and
may buy or sell such securities or engage in other transactions involving such securities. IIR and the Participant, their directors and associates declare that from time to time they may hold
interests in and/or earn brokerage, fees or other benefits from the securities mentioned in this publication.

IR, its officers, employees and its related bodies corporate have not and will not receive, whether directly or indirectly, any commission, fee, benefit or advantage, whether pecuniary or
otherwise in connection with making any statements and/or recommendation (if any), contained in this Report. IR discloses that from time to time it or its officers, employees and related
bodies corporate may have an interest in the securities, directly or indirectly, which are the subject of these statements and/or recommendations (if any) and may buy or sell securities
in the companies mentioned in this publication; may affect transactions which may not be consistent with the statements and/or recommendations (if any) in this publication; may have
directorships in the companies mentioned in this publication; and/or may perform paid services for the companies that are the subject of such statements and/or recommendations (if
any).

However, under no circumstances has IIR been influenced, either directly or indirectly, in making any statements and/or recommendations (if any) contained in this Report. The information
contained in this publication must be read in conjunction with the Legal Notice that can be located at http://www.independentresearch.com.au/Public/Disclaimer.aspx.

THIS IS A COMMISSIONED RESEARCH REPORT.
The research process includes the following protocols to ensure independence is maintained at all times:

1) The research process has complete editorial independence from the company and this included in the contract with the company;
2) Our analyst has independence from the firm’s management, as in, management/ sales team cannot influence the research in any way;

3) Our research does not provide a recommendation, in that, we do not provide a “Buy, Sell or Hold" on any stocks. This is left to the Adviser who knows their client and the individual
portfolio of the client.

4) Our research process for valuation is usually more conservative than what is adopted in Broking firms in general sense. Our firm has a conservative bias on assumptions provided
by management as compared to Broking firms.

5) All research mandates are settled upfront so as to remove any influence on ultimate report conclusion;

6) All staff are not allowed to trade in any stock or accept stock options before, during and after (for a period of 6 weeks) the research process.

For more information regarding our services please refer to our website www.independentresearch.com.au.
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