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Delays in US approvals hinder progress 

Significant loss reduction in prelims 

FY15 has seen Distil complete its strategic transition from a 
distributor of third party brands to a value-added developer of 
premium spirit brands, including its name change to Distil from 
Blavod previously. Distil has reported a welcome 26% reduction of 
its operating losses, held back by circumstances beyond its control. 
First, unexpected delays in acquiring the necessary US regulatory 
approvals have prevented the group from selling its core brands into 
that key and substantial market. And second, macro-economic 
conditions in Eastern Europe, and in Russia and Ukraine in 
particular, have resulted in a large volume decline in the sale of its 
black vodka brand, Blavod. These two factors have overshadowed 
strong progress elsewhere of its core brands, especially in the UK, 
where several important new listings have been gained.  

 Prelims results: While owned brands saw a modest 9% sales decline 
for the reasons outlined above, gross profit rose 20% to just over 
£400K, with contribution (after advertising & promotional costs) almost 
doubling to £258K. Combined with some good progress on cost 
management and the interest charge, Distil delivered a 26% reduction 
in its reported pre-tax loss to £289K (from £392K). The balance sheet 
was bolstered by a further placing, raising £587K gross in January 
2015, with year-end cash standing at £511K. 

 US update: Distil has appointed two distributors for its core brands in 
the US. The Winebow Group will be responsible for the Blackwoods 
and RedLeg brands, the other, Kanetz Trading, for the Blavod brand. 
Blackwoods gins and Blavod have been granted full TTB approval, 
with full approval expected for RedLeg and Blackwoods vodka in H1. 

 Listings successes: In the UK RedLeg sales rose 84%, gaining 
listings with a leading national wholesaler and a leading UK pub chain. 
After the year end, Distil announced a potential break-through listing 
for RedLeg with a major supermarket chain. Blackwoods also made 
several important listing gains across its gin and vodka range. 

 Monthly break-even target: The group was unable to achieve this 
goal in FY15, but this remains the group’s “primary focus” in the short–
term as a key stepping stone to longer-term profitability. 
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FYE MARCH FY14 FY15 FY16E FY17E FY18E 

Revenue 2.4 0.7 1.0 1.1 1.3 

Adjusted EBITDA -0.4 -0.3 -0.1 0.0 0.0 

Adjusted PBT -0.4 -0.3 -0.1 0.0 0.1 

Adjusted EPS (p) -0.1 -0.1 0.0 0.0 0.0 

EV/Sales 1.3x 4.8x 3.2x 2.8x 2.4x 

EV/ Adj. EBITDA n.a. n.a. n.a. 339.5x 73.0x 

P/E n.a. n.a. n.a. 113.9x 53.8x 

Source: Company Information and Progressive Equity Research estimates 
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Deferral of the American dream 

Summary 

Extended distribution of a largely re-launched product range continues to underpin 
Distil’s medium- and longer-term growth prospects. While the delay within the US on 
the distribution front is unhelpful to the shape of near-term forecasts, the medium- and 
longer-term prospects of Distil as a brand incubator remain undiminished in our view.  

The transition from a distributor of third party brands to a value-added developer of 
owned brands has been completed and reflected in the company’s change of name 
from Blavod to Distil.  

FY15 saw good progress being made in reducing operating losses, with a further 
equity placing underpinning the group’s cash resources while it develops and extends 
distribution of its brands.  

The delay in obtaining US approvals has had a knock-on impact on the shape of 
projected turnover growth and also pushed out break-even on a full-year basis until the 
end of FY17E within our new forecasts, with the group moving into profit in FY18E. 
Monthly breakeven should be achieved around the middle of FY17E, with the full year 
result balancing early month losses with later month positive contributions.  

On the cash front, we believe there should be no further need for equity placings to 
support the balance sheet on the basis of our forecasts. These see some cash 
depletion over the next two years, as the company moves towards break-even, with 
the move into the black in FY18 generating a cash inflow and an increase in net cash.  

Deferred gratification from delays in US regulatory approvals  

Introduction 

We laid out the importance of establishing a meaningful sales platform in the US, the 
world’s single most important spirits market, in our note of July 2014, entitled - “The 
American Dream”. As a brand incubator, Distil is acutely aware of the fact that a solid 
sales base and customer awareness in the US market is a key indicator of brand 
potential and therefore of critical importance for enhancing and driving brand value.  

That note followed in the wake of the company’s AGM statement last year, which 
confirmed the appointment of two US distributors, one for the company’s Blackwoods’ 
Gin and Vodka brands, together with the award winning RedLeg Spiced Rum brand, 
and another for its long-established Blavod brand of black vodka – subject to approval 
from the US authorities. The reason for the latter appointment was Distil’s decision to 
appoint a new distributor for the Blavod brand. Distil also announced that it hoped to 
acquire the relevant regulatory approvals from the US authorities, specifically the US 
Alcohol and Tobacco Tax and Trade Bureau (TTB) by mid-August 2014.  

This timing was important, since it would have allowed Distil to ship product into the 
US in time for the peak (pre-Christmas and New Year) trading period. In the event, 
there were no subsequent announcements to the market until a trading update on 15

th
 

September, which informed of delays to these approvals. While Distil did not anticipate 
its applications being turned down, the timing of TTB approvals being granted was 
beyond Distil’s (and its distributors’) direct control. With no imminent approvals 
anticipated, this meant that Distil would miss the window of opportunity for shipping 
product into the US market in time for the Halloween (of particular importance to 
Blavod, due to its black colour making it a great favourite and staple of many student 
and adult Halloween parties) and Christmas/New Year periods.  

Delays to US regulatory 
approvals do not diminish 
Distil’s longer-term 
prospects 
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owned brands completed 

Significant loss reduction in 

FY15 

Monthly breakeven target 
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approvals -…. 
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Unsurprisingly this dealt a significant blow to both the company’s short-term trading 
outlook, as well as pushing back the company’s objective to reach monthly break even. 
Management flagged that FY15E’s results would be “significantly below current market 
expectations”. This was borne out by the preliminary results, which we lay out and 
discuss in more detail below.  

US regulatory background 

By way of background, it is worth pointing out that there are two key regulatory 
authorities in the US with regard to importing spirits, namely the FDA (US Food and 
Drug Administration) and the TTB (US Alcohol and Tobacco Tax and Trade Bureau). 
The FDA in essence deals with the approval of ingredients with food and drink 
products. The TTB looks at all other aspects before final approval is given to sell a 
product in the US. Its remit covers a wide range of issues and aspects, including 
distillation and labelling, through to the approval of the credentials of nominated 
distributors.  

Thus, it was the FDA that gave approval for the natural flavouring within RedLeg 
Spiced Rum in September last year. RedLeg was therefore only then able to enter the 
pipeline to seek the required TTB approvals, a process which can require and last 
several weeks or months. The often elongated timeframe arises when the TTB 
questions or queries submissions, thereby requiring further input from the applicants. 
In the meantime, while awaiting clarification and/or answers and/or supporting 
evidence to its questions, the TTB applications return to the back of the application 
queue.  

The required approval of distributor credentials not only applies to nominated 
distributors of products that are new into the US market (such as Blackwoods and 
RedLeg), but is also triggered by changing distributors of products that have previously 
been distributed, with all the requisite regulatory authorisations. This was the situation 
that befell Blavod in the US, with Distil having selected a new distributor for its black 
vodka brand. Distil took the opportunity to update its packaging and branding at this 
time to prevent further delays. Distil applied for approval from the TTB in March 2014, 
but until such approval was forthcoming, Distil was unable to ship product to replenish 
stocks within the US, despite a healthy order book. 

US TTB approvals - progress update 

To summarise the group’s position with regard to US regulatory approvals, Distil has 
received full TTB approval for three brands thus far, namely Blackwoods Small Batch 
Gin (43% ABV), Blackwoods Limited Edition Gin (60% ABV) and Blavod Black Vodka. 
These products can now be promoted and sold by the appointed US distributors.  

Two further brands – RedLeg and Blackwoods Vodka – have received first round 
approval from the TTB and are now awaiting packaging approval. Management 
expects full approval to be granted within the first half of FY16, after which the process 
of buying in bottles and labelling for the US market, booking a production slot and 
shipping can begin. 

UK and International progress 

The delay to penetration of the key US market with a broader base of products and 
brands, while unhelpful to trading prospects at the group level, should not deflect or 
detract from the good progress being made by the group’s brands outside the US, 
where most of Distil’s trading currently takes place, and in the UK in particular.  

At a group level, as outlined earlier, overall sales of owned brands fell 9%. The main 
driver of this was the 57% fall in sales of Blavod, principally due to the macro-
economic conditions within key Eastern European markets. In contrast, sales of 
Blackwoods Gin rose 6% year-on-year, with sales of Blackwoods Vodka up 144%. 

This led to warning that 
FY15 results would miss 
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The fledgling RedLeg Spiced Rum brand made strong progress in the UK, with sales 
volumes up 84%, benefiting from some important client gains on the listings front. 
These included:  

 Wholesale: national coverage in 175 branches 

 National pub chain: with 102 outlets, with RedLeg featuring on their cocktail 
menu 

 Majestic: in all 176 branches, supported by sampling on the tasting counters  

 Major national supermarket: backed by introductory promotional activity. 

While competition is intense in all sectors of the spirits market, Distil’s brand portfolio 
should benefit from market growth in two key sectors of the UK market. Most 
importantly, we understand that the spiced rum category is the fastest growing 
segment of the overall UK spirits market, with strong double-digit growth over the past 
12 months. While growth is attracting more market entrants, this category is less 
crowded than the gin category for example. That said, with gin another key segment 
for Distil, it is pleasing that the overall gin sector continues to show double-digit volume 
growth in the UK. Superior product differentiation is therefore key, and we believe the 
Shetlands heritage and artisanal background of the Blackwoods products delivers this 
attribute for Distil.  

In addition, Distil has made good progress with a number of brand re-design and re-
launch initiatives. Blackwoods Vodka has been re-launched with both new packaging 
and an improved more premium product, resulting in “sales ahead of expectations”. 
This vodka was listed in Majestic for the key Christmas selling season and was also 
listed in Tesco’s 52 Northern Ireland stores. Blackwoods Gin has also benefited from 
increased marketing investment, in what remains a very competitive sector. UK sales 
volumes of the Blackwoods brands increased by over 10% over the course of FY15.  

Re-launch plans for the super premium Diva vodka brand inside a premium gift box are 
advancing well, including presentations to exclusive and high end retailers for 
consideration in their Christmas ranges. The Diva product now includes a diamante 
“Diva” bracelet around the bottle, in addition to the wand of coloured Swarovski 
crystals inside the bottle. These are both good incentivisation extras increasing product 
appeal within the target customer groups. PR activities include samples produced for 
leading UK and Continental football clubs for use in their high end/VIP bars, with the 
Swaroski crystal wands made in the clubs’ specific colours. Other PR opportunities, 
such as within the Pride in London week (from 20 to 28 June) will also be used.  

Distil is also set and primed to re-launch its Jago’s Vanilla Cream Liqueur product. This 
competes in the sector currently dominated by Bailey’s. This sector has a very 
seasonal profile weighted towards Christmas/New Year, and is also one driven by the 
Retail channel. Obtaining pre-orders with large multiple accounts, and in particular the 
major supermarket multiple chains, is therefore critical before committing to a 
production run, given the more limited shelf life of the product and the costs of 
compliance with EU laws relating to production of milk-based products. Distil has 
undertaken a number of promotional events to drive the profile of this brand with 
consumers and by extension with the major grocery chains. These included 
participation in Christmas events, such as A Taste of Christmas, as well as other 
channels such as the BBC’s Good Food Guide and with Ideal Home. Discussions are 
ongoing with a number of retailers with a view to securing listings, but given the 
chicken and egg nature of pre-orders and production, there is no certainty at this stage 
as to whether there will be a production run for the 2015 Christmas season.  

In January 2015, the first of several new packaging designs for Blavod vodka was 
launched, under the Blavod Original label. 

RedLeg UK volumes up 84%, 

boosted by new listings 

Spiced rum category is 
fastest growing in UK; with 
gin category also growing 
well 
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Timing of Jago’s re-launch 
dependent on achieving 

requisite level of pre-orders 
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On the wider European and international fronts, good progress has also been made 
with extending the distribution reach of Distil’s brands. The company has appointed 
distributors for RedLeg in both Canada and Russia, and for the Blackwoods brand (Gin 
and Vodka), distributor appointments have been made in Germany, France, Italy and 
Portugal. These are in line with the company’s overall expansion plans. The main 
focus in Spain, one of the world’s most important gin markets, remains Blackwoods 
Gin, where the distributor is currently working to reposition the brand to improve 
revenues.  

New product development 

Distil has undertaken the development phase of a new drink, according to an interview 
with Executive Chairman, Don Goulding, published in Alliance News in July 2014, The 
new product launch is aimed at the Latin American markets, where vodka and cachaca 
are the most popular spirits. Plans for the new drink brand are already well advanced, 
according to the article, with “liquid, packaging and designs done”. This would add 
another brand to Distil’s portfolio, and one which sounds to be targeting a new 
geographical market for the company. This therefore has the potential to enhance 
Distil’s longer-term growth prospects, although Distil has pushed back plans for an 
initial launch until 2016 at the earliest. Mr Goulding cited the reasons for delaying the 
new product launch as the number of redesigns and re-launches of existing brands 
that were ongoing, together with seeking and obtaining the necessary regulatory 
approvals for the US market.  

Key events – FY15 

The following table summarises the key developments for Distil in FY15 (and the early 
part of FY16): 

Summary of key newsflow and company events – FY15  

 

FY15 Event 

May '14  Publication of year-end FY14 trading update 

June '14  FY14 prelims results announced 

July '14  AGM statement announcing appointment of two US distributors, subject to TTB approval 

September '14  Announcement of delayed TTB approval and consequent warning on FY15 results 

 
 RedLeg obtains FDA flavouring approval and moves on to TTB approval process 

November '14  UK listings and promotional activities announced across several channels 

 
 Blackwoods Small Batch Gin receives first stage TTB approval 

December '14  FY15 interim results announced with 14% reduction in pre-tax loss 

January '15  Full TTB approval for Blackwoods Small Batch Gin granted 

 
 Proposed share placing announced to raise £587K gross 

 
 New Finance Director, Shaun Claydon, appointed 

February '15  Full TTB approval for Blavod Black Vodka granted 

 
 Blackwoods Limited Edition 60% Gin receives first stage TTB approval 

 
 Christmas trading update indicates good owned brand performance with sales up 12% 

FY16 Event 

April '15  Full TTB approval for Blackwoods Limited Edition 60% Gin granted 

 
 RedLeg Spiced Rum obtains listing with major national supermarket chain 

 

Source: Distil; Progressive Equity Research 
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Earlier this month, Distil published its FY15 preliminary results, which we discuss more 
fully in the next section. 

Prelims progress 

We now look in more detail at the group’s financial results for the FY15 year. The 
overall consolidated results have been summarised in the table below. These therefore 
are not comparable with regard to the continuing business with its focus on the 
development and sales of owned brands, which we examine a little later. Distil was still 
also operating as a distributor of third party brands in FY14, which largely explains the 
substantial decrease in group sales to £666K in FY15 from £2405K in FY14 and other 
features of the consolidated accounts. It should also be noted that the move from 
selling owned brands directly to retailers from an in-house sales force to the new 
model using a specialist distributor also reduces revenue. This is because the 
distributor needs to make a margin as well. However the net benefit is at the bottom 
line for Distil, as the trade-off of lower revenues is more than compensated by the cost 
savings of not having to run and manage a field-based sales team.  

Jumping straight to the bottom of the P&L does however reveal a welcome reduction in 
both the reported operating loss and the overall pre-tax loss. These reduced by 22% 
(£81K) and 26% (£103K) respectively, reflecting year-on-year cost savings and a 
substantial reduction, effectively to zero, in the interest charge.  

 

Group FY15 profit & loss account  

(£'000 unless stated) FY14 FY15 Change  
% 

change 

Turnover 2,405 666 -1,739 -72% 

Gross profit 575 406 -169 -29% 

Gross margin (%) 24% 61%     

Advertising and promotion -235 -148 87 37% 

Contribution 340 258 -82 -24% 

Contribution margin (%) 14% 39%     

Employee costs -432 -305 127 29% 

Other administrative costs -282 -258 24 9% 

Depreciation and amortisation -7 -4 3 43% 

Total operating costs -956 -715 241 25% 

Other income 14 23 9 64% 

Operating loss -367 -286 81 22% 

Finance charge -25 -3 22 88% 

Pre-exceptional loss before tax -392 -289 103 26% 

Exceptional charge 0 0 0 n.c. 

Reported loss before tax -392 -289 103 26% 
 

Source: Distil; Progressive Equity Research 

Sales decline reflects the 
change in the business 
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It is interesting to note the marked change in the gross profit and gross margin lines. 
The cash gross profit realised was down 29% yoy to £406K (from £575K). However, 
the reported gross margin rose from 24% to 61%, reflecting the fundamental shift in 
the business model. The FY14 group gross margin of 24% was a blend of a 46% gross 
margin on owned brands and a 14% gross margin on third party brand distribution. 
FY15’s gross margin of 61% reflected solely the group’s ongoing activity as a value-
adding developer of owned brands, whereas the previous year’s figure reflected the 
previous hybrid model with its substantial sales volume from the low margin distribution 
of third party brands.  

The segmental reporting in the extended report & accounts shows that Third Party 
distribution accounted for 70% (£1675K) of turnover in FY14, but just 41% of gross 
profit (£237K) with a gross margin of 14%. At the contribution level, Third Party 
distribution’s share of the group’s total contribution was 60%, due to the lower level of 
advertising and promotional costs. The contribution margin of Third Party distribution 
was 12.2%, compared with 18.5% for owned brands.  

The segmental reporting allows us to compare the performance of owned brands in 
FY15 and FY14 down to the contribution level. We have shown these figures in the 
following table, which clearly shows a substantial improvement in the gross and 
contribution margins achieved in FY15 compared with FY14.  

Owned brand performance summary – FY15 vs FY14 

(£'000 unless stated) FY14 FY15 Change  
% 

change 

Turnover 730 666 -64 -9% 

Gross profit 338 406 68 20% 

Gross margin (%) 46% 61%     

Advertising and promotion -203 -148 55 27% 

Contribution 135 258 123 91% 

Contribution margin (%) 18% 39%     
 

Source: Distil; Progressive Equity Research 

As described above, the geographic and brand performance showed different growth 
rates. The key drag on owned brand sales revenue was the weak performance of 
Blavod in the key markets of Ukraine and Russia. Blavod saw a sales decrease of 
57%, which even the strong growth of other brands was unable to reverse. Hence, 
owned brand sales revenue saw a 9% decline. This was however more than 
compensated by a 15 percentage point increase in gross margin to 61% (from 46%), 
which was more than sufficient to drive a 20% (£68K) increase in the cash gross profit. 
We understand from management that around half of this gross profit increase was 
driven by foreign exchange (FX) rate movements, some of which could well unwind in 
FY16E.  

Advertising and promotional costs reduced by over a quarter, which translated into a 
91% (£123K) increase in owned brand contribution to £258K (£135K). The resulting 
contribution margin saw a substantial improvement from 18% to 39%. 

The improvement partially results from the £55K reduction in overall advertising and 
promotional costs to £148K (from £203K). However these figures included brand re-
design and liquid development costs of £90K in FY14, falling to £17K in FY15. 
Excluding these costs, underlying advertising and promotional costs rose by 16% 
(£18K) to £131K (from £113K).  

Gross margin movements 

FY14 prior year 
comparatives reflect third 

party brand distribution 

Owned brand contribution 

margin has risen 

FX movements have 
favourably contributed to 
the gross margin 
improvement in FY15 

A&P costs fell by over 25%, 
but rose on an underlying 

basis 
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Other operating costs are not allocated to activities within the segmental reporting for 
FY14. There was further good progress in reducing both employee and director costs, 
as well as other expenses. Combined, these reduced by £151K (21%) to £563K (from 
£714K).  

The balance sheet was bolstered by a further equity placing of 73.5m shares at 0.8p, 
raising £587K gross in January 2015. This was raised with a view to furthering the 
planned development and re-launch of group brands, and for general working capital 
requirements. Driven primarily by these proceeds, the group closed with year-end cash 
standing at £511K.  

The following table gives a summary overview of the development of owned brand 
sales, advertising & promotional (A&P) costs and contribution margins. We have also 
included data points relating to the sales and gross profit mix of exports and also to the 
sales concentration of key customers. These show in FY15 that improved gross 
margin, including FX benefit, combined with a 27% reduction in A&P costs, drove a 
substantial increase in the contribution margin.  

Owned brand development, export sales and customer concentration 

 

FY13 FY14 FY15 
% 

change 

Revenue 681 730 665 -8.9% 

Gross profit 326 338 406 20.1% 

Gross margin (%) 47.9% 46.3% 61.1% 
 A&P costs -97 -203 -148 27.1% 

A&P (%) 14.2% 27.8% 22.3% 
 Contribution 229 135 258 91.1% 

Contribution margin (%) 33.6% 18.5% 38.8% 
 

     Export as % of sales 61% 53% 46% 
 Export as % of gross profit 65% 68% 51% 
 Biggest customer (% of sales)  31% 44% 54% 
 Second biggest customer (% of sales) 11% 20% 8% 
 

 

Source: Distil; Progressive Equity Research 
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For the sake of completeness, we have also included a summary of the group’s interim 
results in the following table. 

Summary of group interim results 

(£'000 unless stated) 
H1 

FY14 
H1 

FY15 Change 
% 

change 

Turnover 1,286 280 -1,006 -78% 

Gross profit 277 157 -120 -43% 

Gross margin (%) 22% 56%     

Advertising and promotion -58 -66 -8 -14% 

Other administrative costs -427 -284 143 33% 

Depreciation and amortisation -4 -2 2 -50% 

Total operating costs -489 -352 137 28% 

Operating loss -212 -195 17 8% 

Finance charge -17 -3 14 82% 

Pre-exceptional loss pre tax -229 -198 31 14% 

Exceptional charge 0 0 0 n.c. 

Reported loss before tax -229 -198 31 14% 
 

Source: Distil; Progressive Equity Research 

We now summarise the key risks and challenges facing the business, before finally 
moving to our new forecasts for the group over the next three years. 
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Risks and challenges 

Distil, as with all businesses, faces a number of risks and challenges that could affect 
its growth prospects. It is Progressive Equity Research policy to include a table of 
identified risks and challenges within any large note, together with management’s 
responses to the matters raised. Therefore, in the table below we have identified what 
we believe are the mains risks, while also allowing management the opportunity to give 
their responses, outlining the actions being taken to minimise and mitigate these risk 
factors.  

Business risks and management response 

Risks Management response 

  Economic downturns can result  Management can react to this through its pricing policy, with the  

in lower customer spending development of differentiated products encouraging consumer 

 
 spending and market share gains in a falling market  

  Brand portfolio falls out  Distil undertakes regular consumer research  

of consumer favour to stay abreast of taste and drinking trends 

  Current lack of sales in the world's  Management has made distributor appointments, but revenue  

largest market, the USA generation held back by unforeseen delays in TTB approvals 

  Heavy reliance on two customers for  This reflects the transition of the business model, and  

owned brands  establishing wider distribution of our brands will result in a  

 
more balanced customer base, thereby diversifying risk 

  Drinks marketplace is very competitive,  Management has a policy of constant price monitoring 

exerting pressure on margins  in order to react and adjust pricing where necessary 

  Financial uncertainty given PBT loss  The focus on owned brand should deliver higher margins 

and transition of business model  and better quality of earnings. Cash is being managed tightly,  

 
 and investments undertaken, together with re-launches and 

 
new listings, should see further loss reduction in FY16E. 

  
 

Source: Progressive Equity Research 
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Forecast revisions 

We have re-based and re-phased our forecasts to reflect both the FY15 prelims and 
the delay to brand sales in the US, given the issues with obtaining the requisite 
regulatory approvals. Our forecasts are based on the assumption, like the company’s, 
that all US regulatory approvals will be received before the end of H1 FY16E.  

The basis of our forecasts is predicated on a high degree of conservatism. This applies 
not only to the all-important sales number, but also to other areas including gross profit 
and operating costs. Our forecasts assume no new product launches over our forecast 
horizon and no new market entry beyond geographies where distributor arrangements 
are already in place. In line with the reasons discussed above and the lack of certainty 
on sufficient pre-orders being obtained, we have assumed no revenues for Jago’s – 
not only for FY16E but also across the full three-year forecast horizon.  

We believe this “no stretch” approach is the most prudent at this stage, and is also 
reflective of management’s approach to developing and growing the business. The 
step up in sales for FY16E is primarily driven by the new RedLeg listing at the major 
UK grocery chain, together with the carry over impact of the new listings gained in 
FY15. There is also some benefit from initial sales in North America, which will 
continue momentum in FY17 and beyond.  

Outer year sales growth projections beyond the current year are therefore more 
modest and prudent. There could be significant upside to our forecasts, for example 
with the gain of further national listings within the UK (or indeed other markets). We 
know that another brand has already been fully developed, which could drive 
incremental sales (and marketing costs), but we have excluded these from our 
forecasts in the absence of more specific lunch plans at this this stage.  

Our approach to operating cost assumptions has equally been conservative. For 
FY16E, we are forecasting a modest increase in overall costs, notwithstanding cost 
savings measures undertaken by the company, such as its recent Head Office move. 
Within this, we are assuming an increase in marketing costs for continued support of 
sales development of the key brands.  

While we therefore believe that our forecasts are conservative and with forecast risk 
weighted to the upside, there are also potential downside risks. These include 
distribution de-listings, hikes in excise duties or other applicable taxes and currency 
fluctuations. Advertising restrictions can also impact on sales of alcoholic beverages, 
although Distil is not a big above-the-line advertiser.  

The delay in obtaining US approvals has had a knock-on impact on the shape of 
projected turnover growth and also pushed out break-even on a full-year basis until the 
end of FY17E within our new forecasts, with the group moving into profit in FY18E. 
Monthly breakeven should be achieved around the middle of FY17E, with the full year 
result balancing early month losses with later month positive contributions.  

On the cash front, we believe there should be no further need for equity placings to 
support the balance sheet on the basis of our forecasts. These see some cash 
depletion over the next two years, as the company moves towards break-even, with 
the move into the black in FY18 generating a cash inflow and an increase in net cash.  

Extended distribution of a largely re-launched product range continues to underpin 
Distil’s medium- and longer-term growth prospects. While the delay within the US on 
the distribution front is unhelpful to the shape of near-term forecasts, the medium- and 
longer-term prospects of Distil as a brand incubator remain undiminished in our view. 

Our forecasts are summarised on the following Financials page at the back of the note. 

  

Forecasts re-based and re-
phased… 

….on basis of conservatism, 
with no new product 
launches or new market 
entries assumed 

New UK supermarket listing 
is a key driver of sales uplift  

in FY16…. 

…with more modest 

increases in FY17 and FY18 

Cost assumptions are also 
conservative, and assume 
marketing costs rise to 
support sales development 

Forecast risk weighted to 
upside, but downside risks 

remain 

US regulatory approval 
delay has pushed back our 
breakeven forecast into 
FY17 

We believe there should be 
no need of further equity 
placings on the basis of our 
forecasts 
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SUMMARY FINANCIAL INFORMATION 

 

Source: Company information and Progressive Equity Research estimates 

Year ended March FY-14A FY-15A FY-16E FY-17E FY-18E

£m unless stated

Profit & Loss

Revenue 2.41 0.67 1.00 1.15 1.32

Adj EBITDA -0.36 -0.28 -0.13 0.01 0.04

Adj EBIT -0.37 -0.29 -0.13 0.01 0.04

Reported PBT -0.39 -0.29 -0.10 0.03 0.07

PBT before exceptionals and AAG -0.39 -0.29 -0.10 0.03 0.07

Fully adj PBT -0.39 -0.29 -0.10 0.03 0.07

NOPAT -0.37 -0.29 -0.13 0.01 0.04

Reported EPS (p) -0.12 -0.08 -0.02 0.01 0.02

EPS before exceptionals and AAG (p) -0.12 -0.08 -0.02 0.01 0.02

Fully adj EPS (p) -0.12 -0.08 -0.02 0.01 0.02

Dividend per share (p) 0.00 0.00 0.00 0.00 0.00

Cash flow & Balance sheet

Operating cash flow 0.09 -0.37 -0.15 -0.03 0.03

Free Cash flow £m 0.07 -0.38 -0.12 0.00 0.06

FCF per share p 0.02 -0.10 -0.03 0.00 0.01

Acquisitions -0.08 -0.02 0.00 0.00 0.00

Disposals 0.00 0.00 0.00 0.00 0.00

Shares issued 0.55 0.56 0.00 0.00 0.00

Net cash flow 0.54 0.17 -0.12 0.00 0.06

Overdrafts / borrowings 0.00 0.00 0.00 0.00 0.00

Cash & equivalents 0.34 0.51 0.39 0.39 0.45

Net (Debt)/Cash 0.34 0.51 0.39 0.39 0.45

NAV and returns

Net asset value 1.96 2.23 2.13 2.16 2.23

NAV/share (p) 0.54 0.51 0.49 0.49 0.51

Net Tangible Asset Value 0.46 0.72 0.62 0.65 0.72

NTAV/share (p) 0.13 0.16 0.14 0.15 0.16

Average equity 1.88 2.09 2.18 2.14 2.19

Post-tax ROE (%) -20.9% -13.8% -4.7% 1.5% 3.1%

Metrics FY-14A FY-15A FY-16E FY-17E FY-18E

Revenue growth -36.5% -72.3% 49.8% 15.0% 15.0%

Adj EBITDA growth -15.8% 21.7% 53.9% 107.2% 365.0%

Adj EBIT growth -14.7% 22.0% 53.1% 103.9% 658.2%

Adj PBT growth 46.9% 26.2% 64.4% 131.7% 111.6%

Adj EPS growth 46.9% 26.2% 64.4% 131.7% 111.6%

Adj EBIT margins -15.3% -43.0% -13.5% 0.5% 3.0%

Valuation FY-14A FY-15A FY-16E FY-17E FY-18E

EV/Sales 1.3 4.8 3.2 2.8 2.4

EV/EBITDA n.a. n.a. n.a. 339.5 73.0

EV/NOPAT n.a. n.a. n.a. 612.2 80.7

PER n.a. n.a. n.a. 113.9 53.8

FCF yield 2.4% -11.8% -3.2% 0.0% 1.5%
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Disclaimers and Disclosures 

Copyright 2015 Progressive Equity Research Limited (“PERL”).  All rights reserved.  PERL provides professional equity 
research services, and the companies researched pay a fee in order for this research to be made available.  This report has 
been commissioned by the subject company and prepared and issued by PERL for publication in the United Kingdom only.  All 
information used in the publication of this report has been compiled from publicly available sources that are believed to be 
reliable; however, PERL does not guarantee the accuracy or completeness of this report.  Opinions contained in this report 
represent those of the research department of PERL at the time of publication, and any estimates are those of PERL and not of 
the companies concerned unless specifically sourced otherwise.  PERL is not regulated by the Financial Conduct Authority 
(FCA). 

This document is provided for information purposes only, and is not a solicitation or inducement to buy, sell, subscribe, or 
underwrite securities or units.  Investors should seek advice from an Independent Financial Adviser or regulated stockbroker 
before making any investment decisions.  PERL does not make investment recommendations.  Any valuation given in a 
research note is the theoretical result of a study of a range of possible outcomes, and not a forecast of a likely share price.  
PERL does not undertake to provide updates to any opinions or views expressed in this document. 

This document has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act 2000 of the 
United Kingdom.  This document is a marketing communication under FCA Rules.  It has not been prepared in accordance with 
the legal requirements designed to promote the independence of investment research.  It is not subject to any prohibition on 
dealing ahead of the dissemination of investment research. 

PERL does not hold any positions in the securities mentioned in this report.  However, PERL’s directors, officers, employees 
and contractors may have a position in any or related securities mentioned in this report.  PERL 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 may be subject to large and sudden swings.  In 
addition, the level of marketability of the shares mentioned in this report may result in significant trading spreads and sometimes 
may lead to difficulties in opening and/or closing positions.  It may be difficult to obtain accurate information about the value of 
securities mentioned in this report.  Past performance is not necessarily a guide to future performance.

 


