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COMPANY DESCRIPTION 

Gear4music is a leading international online 
retailer of musical instruments and 
equipment. 

www.gear4musicplc.com 
PERLPARA 

Improved September momentum continuing 
into H2 – unchanged forecasts 

G4M reported H1 sales growth of 2% to 30 September, despite the trading 
challenges laid out in its September AGM trading update. The star of the 
show was Europe and Rest of the World, which delivered a sales uplift of 
10%, reflecting the benefits of the additional Irish and Spanish hubs opened 
last year. The improved period-end trading momentum has continued into 
early October. Together with a return to a more normalised seasonal trading 
pattern, a number of website upgrades to be implemented in H2 and further 
productivity enhancement measures, the FY23E outlook remains in line 
with market consensus expectations following the September update. 

▪ H1 trading − sales growth delivered against challenging backdrop. G4M 
delivered 2% sales growth in H1 against a backdrop of uncertainty and 
volatility, which has adversely impacted consumer confidence. Regional 
performance partly reflected the shape of last year’s performance, with 
Europe and Rest of the World bouncing back with 10% sales growth, 
underlining the successful integration of the new regional distribution 
hubs in Ireland and Spain. UK sales fell by 3%, impacted by the general 
backdrop and challenges, along with the additional bank holiday and 
mourning period for Queen Elizabeth II.  

▪ Gross margin lower − reflecting targeted stock reduction. Gross profit is 
expected to be £17.4m, compared with £18.1m in H1 FY22. This equates 
to a gross margin decline of 170bps to 26.3%, reflecting targeted stock 
reductions over H1. Following its strategic investment in stock in FY22, 
G4M retains a strong level of inventory going into its peak trading period.  

▪ Net debt − a £2.4m reduction to £21.8m. Period-end net debt fell by 
£2.4m from the level reported at the 31 March year-end to £21.8m, with 
a further reduction anticipated by the end of FY23E. Net debt therefore 
remains comfortably within G4M’s £35m borrowing facility. 

▪ Unchanged forecasts − outlook in line with consensus. In light of G4M’s 
H1 performance, notably the improved performance in September with 
momentum continuing into October, the Board remains confident that 
the FY23E full-year results will be in line with consensus market 
expectations, as revised after the September AGM update. Our forecasts 
remain unchanged. The interim results will be reported on 15 November. 
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FYE MAR (£M) 2021 2022 2023E 2024E 2025E 

Revenue 157.5 147.6 155.6 171.1 188.4 

Adj EBITDA 19.8 11.2 8.9 11.9 14.6 

Fully Adj PBT 14.6 5.0 1.1 3.3 5.4 

Fully Adj EPS (p) 59.7 17.3 3.9 11.3 18.4 

EV/Sales (x) 0.3x 0.3x 0.3x 0.3x 0.2x 

EV/EBITDA (x) 2.2x 3.9x 4.9x 3.7x 3.0x 

PER (x) 1.8x 6.2x 27.2x 9.5x 5.8x 

Source: Company Information and Progressive Equity Research estimates. 
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H1 performance – in a historical context 

The following table shows the current year’s H1 sales and gross profit performance 
compared with that of the prior three years. We have dated this back to H1 FY20, being 
the last H1 performance ahead of the Covid pandemic, with its subsequent influence on 
trading – notably the substantial boost to G4M in FY21, and the subsequent unwinding of 
that Covid boost with a gradual return to more normalised trading patterns. Given the 
ongoing global volatility and inflationary pressures, it can clearly be argued that trading 
conditions remain far from normal at this stage.  

 
H1 FY23E turnover and gross profit performance, with prior-year comparatives (£m unless otherwise stated) 

 

Source: G4M, Progressive Equity Research 

 

We have compared the H1 FY23E performance with each of these prior-year periods in the 
% change columns. The trading boost in H1 FY21 compared with H1 FY20 can clearly be 
seen in terms of sales, gross profit and gross margin in the reported figures, laying down 
very tough comparatives for H1 FY22 (with the flat UK sales performance in that H1 FY22 
period being especially noteworthy, and Europe in contrast hindered by Brexit-related 
challenges).  

The final two columns highlight firstly the progress made in H1 FY23E compared with the 
last pre-covid H1 trading period in FY20, and secondly the three-year compound annual 
growth performance over that period. On a sales level, G4M has delivered a 10.3% CAGR, 
with gross profit showing a higher CAGR of 11.7%. The latter reflects the H1 FY23E gross 
profit margin being some 110bps ahead that of H1 FY20, notwithstanding the decline 
reported in the current period.  

These double-digit CAGRs against a pre-Covid base present a more apposite picture, in our 
view, of the underlying growth delivered by G4M. This said, the external backdrop remains 
uncertain and volatile. While such external factors could provide bumps in the road ahead, 
the underlying three-year CAGR reflects the strategy and actions of the group over this 
period and underlines the longer-term growth potential of the group. 

 

 

 

 
  

% change % change % change Three-year
Revenue: H1 FY23E H1 FY22 H1 FY21 H1 FY20 on H1 FY22 on H1 FY21 on H1 FY20 CAGR

UK sales 35.5 36.7 36.7 24.8 (3%) (3%) 43% 12.7%

Europe/RoW sales 30.8 28.0 33.5 24.6 10% (8%) 25% 7.8%

Total sales 66.3 64.7 70.2 49.4 2% (6%) 34% 10.3%

Gross profit: 17.4 18.1 20.1 12.5 (4%) (13%) 40% 11.7%
Gross margin (%) 26.3% 28.0% 28.6% 25.2% (180bps) (240bps) 110bps n.a.
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Financial Summary: Gear4music 

Year end: March (£m unless shown)      
      
PROFIT & LOSS 2021 2022 2023E 2024E 2025E 
Revenue 157.5  147.6  155.6  171.1  188.4  
Adj EBITDA 19.8  11.2  8.9  11.9  14.6  
Adj EBIT 15.5  6.1  2.8  4.9  7.0  
Reported PBT 14.6  5.0  1.1  3.3  5.4  
Fully Adj PBT 14.6  5.0  1.1  3.3  5.4  
NOPAT 13.4  4.6  2.1  3.6  5.2  
Reported EPS (p) 59.7  17.3  3.9  11.3  18.4  
Fully Adj EPS (p) 59.7  17.3  3.9  11.3  18.4  
Dividend per share (p) 0.0  0.0  0.0  0.0  0.0  

      
CASH FLOW & BALANCE SHEET 2021 2022 2023E 2024E 2025E 
Operating cash flow 15.0  (4.1) 16.6  11.7  15.8  
Free Cash flow 9.8  (14.1) 7.8  2.4  6.4  
FCF per share (p) 46.8  (67.2) 37.2  11.2  30.5  
Acquisitions (0.2) (10.4) 0.0  0.0  0.0  
Disposals 0.0  0.0  0.0  0.0  0.0  
Shares issued 0.0  0.0  0.0  0.0  0.0  
Net cash flow 8.3  (26.9) 6.3  0.8  4.9  
Overdrafts / borrowings (3.5) (28.0) (24.5) (21.0) (20.5) 
Cash & equivalents 6.2  3.9  6.7  4.0  8.4  
Net (Debt)/Cash 2.7  (24.2) (17.9) (17.0) (12.1) 

      
NAV AND RETURNS 2021 2022 2023E 2024E 2025E 
Net asset value 34.3  38.0  37.4  38.3  40.7  
NAV/share (p) 163.8  181.5  178.2  182.6  194.3  
Net Tangible Asset Value 23.9  18.2  15.7  15.2  16.9  
NTAV/share (p) 114.2  87.0  74.8  72.7  80.4  
Average equity 28.0  36.2  38.5  40.1  43.3  
Post-tax ROE (%) 17.9% 3.2% 8.6% 13.4% 0.0% 

      
METRICS 2021 2022 2023E 2024E 2025E 
Revenue growth  (6.2%) 5.4% 9.9% 10.1% 
Adj EBITDA growth  (43.3%) (20.2%) 32.6% 23.4% 
Adj EBIT growth  (60.3%) (54.6%) 77.1% 42.4% 
Adj PBT growth  (65.8%) (77.2%) 187.2% 63.4% 
Adj EPS growth  (71.1%) (77.3%) 187.2% 63.4% 
Dividend growth  N/A N/A N/A N/A 
Adj EBIT margins  4.2% 1.8% 2.9% 3.7% 

      
VALUATION 2021 2022 2023E 2024E 2025E 
EV/Sales (x) 0.3 0.3 0.3 0.3 0.2 
EV/EBITDA (x) 2.2 3.9 4.9 3.7 3.0 
EV/NOPAT (x) 3.3 9.7 21.5 12.1 8.5 
PER (x) 1.8 6.2 27.2 9.5 5.8 
Dividend yield N/A N/A N/A N/A N/A 
FCF yield 43.7% (62.8%) 34.7% 10.5% 28.5% 

 

Source: Company information and Progressive Equity Research estimates 
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To arrange a meeting with the management team, or for further information about Progressive, please contact us at: 
+44 (0) 20 7781 5300 
info@progressive-research.com 
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