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Extraordinary profits in extraordinary times… 

….with full year forecasts raised again 

Gear4music (G4M) has delivered an outstanding set of interim results 
figures, based on its position as a beneficiary from the Covid restrictions 
across Europe. The previously disclosed 42% sales increase included new 
customer numbers jumping 52% over last year to just over 400,000, who will 
bring benefits over the medium- and longer-term. Performance increases 
and profit margins were leveraged going down the profit & loss account, 
with PBT of £4.9m delivered against last year’s small loss of £0.1m. With 
November seeing a continuation of strong trading patterns, G4M expects 
FY21E results to be ahead of recently upgraded market forecasts. We have 
consequently increased our EBITDA forecast by £1.1m (+9%) to £13.5m.  

▪ Interim results: G4M’s stellar interim results were based on strong sales 
growth over the period, especially in the group’s financial Q1 lockdown 
period, magnified by significant gross margin expansion and cost 
efficiencies. Product margin expanded 320bps to 32.8%, resulting in 
reported gross profit up 61%. Marketing costs were down 5% in absolute 
terms and 270bps as a percentage of sales, with labour costs up 17% but 
down 160bps relative to sales. The combined effect resulted in an 810bps 
expansion in EBITDA margin to 12.1%, with EBITDA up 325% to £8.5m 
(from £2.0m last year). Net debt decreased by £4m to £5.7m. 

▪ Operational and commercial progress: The group’s stated objectives of 
improving gross margins and operational efficiency were delivered 
effectively in H1, resulting in record H1 profitability. With H1 traditionally 
of lower importance than H2 in profitability terms, it should however be 
recognised that these benefits have been significantly magnified by the 
extraordinary impact of Covid in the period and are unlikely to be 
repeated to this extent in H1 next year. 

▪ Full year forecast upgraded: With November delivering continued strong 
trading and management expectations of a busy peak trading period, G4M 
expects FY21E results to be ahead of market expectations, which were 
upgraded at the October post close H1 update. We have marginally 
increased our sales and gross margin forecasts, which result in a £1.1m 
increase (+9%) to our EBITDA forecast and an 11% increase in our PBT 
forecast. These now stand at £13.5m and £8.5m respectively. The next 
newsflow will be the Christmas trading update on 21 January 2021. 

 

0

200

400

600

800

FYE MAR (£M) 2019 2020 2021E 2022E 2023E 

Revenue 118.2 120.3 145.8 151.3 167.1 

Adj EBITDA 2.3 7.8 13.5 11.6 13.1 

Fully Adj PBT -0.6 3.1 8.5 6.7 7.9 

Fully Adj EPS (p) -0.8 12.2 33.7 26.4 31.2 

EV/Sales (x) 1.3x 1.2x 1.0x 1.0x 0.9x 

EV/EBITDA (x) 64.9x 19.1x 10.9x 12.8x 11.3x 

PER (x) N/A 55.6x 20.2x 25.8x 21.8x 

Source: Company Information and Progressive Equity Research estimates 
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Off the scale 

Exceptional interim results …and a further upgrade 

G4M has delivered a superlative set of interim results, both reflecting and notwithstanding 
the impacts of the coronavirus pandemic. They reflect these impacts through a substantial 
increase in customers, as people found themselves initially in lockdown and subsequently 
working from home in many instances. With more time on their hands and the vast 
majority of alternative external leisure activities unavailable, many people turned to 
playing and creating music both for wellbeing and mental health benefits. Some of these 
were people returning to playing and creating music, but there has also been a surge in 
people embracing the pleasures of playing or creating music for the first time.  

The net results of this phenomenon saw over 400,000 new customers making purchases 
on the company’s website, driving an H1 sales increase of 42%. G4M states that its 
estimated UK market share now stands at 8.6%, up some 170bps compared with last year. 
The revenue increase was even more marked in Q1, especially in the UK, with group sales 
rising 68% in total and 80% in the UK, coinciding with the initial lockdown. The following 
table summarises the sales performance across the two quarters of H1, splitting this out 
between UK and Europe. Q2 delivered sales growth of 21%, more in line with the 
anticipated group sales growth for FY21E before the arrival of coronavirus. 

G4M quarterly sales performance by geographic region – H1 FY20 and FY21 

  

Source: Gear4music, Progressive Equity Research 

The H1 results were also achieved notwithstanding some of the other consequences of 
Covid, most notably in terms of the health and safety implications for working practices in 
a world requiring “social distancing”. This necessitated changes to work routines and 
schedules within both offices and warehouses in order to ensure the safety of all 
colleagues. Despite these changes, some of which had an adverse impact on operational 
efficiency, G4M has delivered record H1 results, delivering a 61% increase in gross profit 
and an EBITDA margin of 12.1%, with PBT of £4.9m delivered against last year’s small loss 
of £0.1m. This result also serves to underline the progress made over the past two years in 
both commercial and operational spheres, most notably in terms of its strategic objectives 
of improving gross margins and operational efficiency.  

Performance increases and profit margins were leveraged going down the profit & loss 
account, as can be seen in the following overview of the interim results. 

FY20 FY21

Sales (£m) Q1 Q2 H1 Q1 Q2 H1

UK 11.8 13.0 24.8 21.2 15.5 36.7

International 10.4 14.2 24.6 16.1 17.4 33.5

Total 22.2 27.2 49.4 37.3 32.9 70.2

Change (%) H1 Q1 Q2 H1

UK 3% 80% 19% 48%

International 33% 55% 23% 36%
Total 16% 68% 21% 42%
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Overview of G4M interim results (£m unless otherwise specified) 

  

Source: Gear4music, Progressive Equity Research  

The top line sales performance has been magnified by both significant gross margin 
expansion and cost efficiencies. Product margin expanded 320bps to 32.8%, resulting in 
reported gross profit up 61% at a margin of 28.6% (+340bps). It is worth highlighting here 
that G4M regards the increase in gross profit as the primary measure of growth, being the 
amalgam of sales growth and commercially appropriate gross margins.  

 It could certainly be argued that there was an overdelivery in terms of marketing 
efficiency, with costs down 5% in absolute terms and 270bps as a percentage of sales. We 
see two key reasons behind this. First, natural demand for G4M’s products soared in Q1, 
and with physical competitor stores closed for much of this period, this demand was 
squeezed through the online channel, without the need for incremental marketing spend. 
Second, in light of the operational constraints arising from revised working practices, 
reining back on marketing spend was an efficient way of helping to control volume and 
manage capacity in the distribution centres. Whilst we would expect marketing costs as a 
percentage of sales to reduce over time as efficiency gains are realised, it would be unwise 
in our view to assume further absolute reductions of this magnitude in the future 

FY20 FY21 Change

UK sales 24.8 36.7 48%

International sales 24.6 33.5 36%

Total sales 49.4 70.2 42%

Product sales 47.2 66.8 42%

Product gross profit 14.0 21.9 56%

Product gross margin 29.6% 32.8% +320bps

Gross profit 12.5 20.1 61%

Gross margin 25.2% 28.6% +340bps

Operating costs :

Marketing (3.9) (3.7) (5%)

Labour (4.7) (5.5) 17%
Europe/other (1.9) (2.4) 26%

Total opex (10.5) (11.6) 11%

EBITDA 2.0 8.5 325%

EBITDA margin 4.0% 12.1% +810bps

Total DA 1.8 2.1 18%

Operating profit 0.2 6.4

Operating profit margin 0.5% 9.1% +870bps

Interest (0.5) (0.7)
Pre tax profit (0.3) 5.8

Diluted EPS (p) (0.7) 23.4
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Group labour costs in contrast did increase, up 17% in the period, but well below the 42% 
turnover increase and therefore down 160bps relative to sales. The monetary increase was 
driven by a combination of increased volumes, reflecting the variable nature of some 
labour costs, as well as further recruitment into the group. The cost of the European 
distribution centres rose by 22% to £1.7m in aggregate (inclusive of labour costs), still some 
way behind the turnover growth (42%) at group level and for European sales (36%). Total 
operating costs increased by just 11%, resulting in a substantial degree of operational 
leverage. The combined effect of sales, gross margin and operating cost movements 
translated into an 810bps expansion in EBITDA margin to 12.1%, with EBITDA up 325% to 
£8.5m (from £2.0m last year).  

Net debt decreased by £4m to £5.7m, benefitting from both positive cash flows as well as 
some reduction in trade finance and other commercial borrowings. Within this cash 
holdings were £2m higher year-on-year at £5.4m, while also remembering that September 
typically represents a low point in the annual cash cycle ahead of peak trading. 

Website users and conversion rates 

The majority of metrics relating to website users and conversion rates continued to rise, as 
can be seen in the following table.  

Website utilisation and conversion rates 

  

Source: Gear4music, Progressive Equity Research 

The number of unique users rose by 13%, with UK users up 17% in the period. There was a 
400bps increase in the mix of organic and direct website traffic to 42%, with pay per click 
(PPC) becoming increasingly important to drive site traffic. G4M achieved significant 
improvements in its PPC returns, albeit partly reflecting the lower spend to manage 
capacity in the lockdown period. 

While the long-term trend of increasing mobile penetration is set to continue, H1 saw a 
decrease against last year, though penetration is up 600bps compared with two years ago. 
This can be simply explained by increased website access during lockdown from desktop 
devices in homes, as despite the substantial improvements in the user experience on 
mobile devices, desktops still provide a superior experience (reflecting the greater screen 
size). Mobile website development remains a priority for G4M, and in the period further 
advances were made in this area. One example of this was the addition of the ability to add 
an extended warranty to the basket directly from the mobile product page. 

FY20 FY21 Change 

Unique website users (m) 13.4 15.2 13%

UK users (m) 5.0 5.9 17%

International users (m) 8.4 9.3 13%

Mobile user mix 65.0% 58.0% -700bps

Organic traffic 38.0% 42.0% +400bps

Conversion rates:

UK 4.8% 6.1% +130bps

Europe 2.1% 2.6% +50bps

Mobile 2.0% 2.6% +60bps

Total 3.0% 3.90% +88bps
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Reflecting greater purchase intent, with a lower browsing activity, conversion rates have 
increased across all geographies and devices. At the group level, conversion increased by 
an impressive 88bps to 3.9%. 

The customer base 

G4M served just under 500,000 customers in the period, up 47% year-on-year, resulting in 
a small 3% decline in the average order value to £117. New customer growth was higher 
still at 52% and should contribute to medium- and longer-term growth prospects, reflecting 
the buying patterns within its product markets. 

Customer metrics 

  

Source: Gear4music, Progressive Equity Research  

The corollary of the higher proportion of new customers within the purchasing base is that 
the proportion of repeat customers eased back by 200bps in the period to just under 25%. 

The email subscriber database shrunk marginally back by 1% to 708K customers. This 
reflects guest login functionality, which facilitates transactions on mobile devices, but 
where customers do not have to register. Following the introduction of GDPR, opt-out is 
more typically the default option, requiring positive action to opt in to subscribing to a 
database. This serves to limit subscriber growth compared with the pre-GDPR 
environment. G4M is aware of this and is actively working on segmentation improvements 
to its email retargeting platform with a view to improving subscriber retention later in FY21. 

Product range development 

Range development and expansion is another driver of sales growth and increasing 
customer loyalty. This period has seen the total number of lines (or stock keeping units, 
aka SKU’s) increase by 5% (or some 2,500 lines) to 55,200. The number of brands listed has 
been broadly stable with an increase of five to 894 in total. 

Product range expansion 

 

Source: Gear4music, Progressive Equity Research 

FY20 FY21 Change 

Customers served ('000) 328 482 47%

New customers ('000) 265 403 52%

Proportion of repeat customers 26.9% 24.9% -200bps

Email subscriber database ('000) 717 708 (1%)

Average order value £120 £117 (3%)

FY20 FY21 Change 

Total number of SKU's 52,700 55,200 5%

Brands listed 889 894 1%

Own brand performance : 

Own brand SKU's 3,300 3,600 9%

Own brand SKU mix 6.3% 6.5% +25bps

Own brand sales mix 27% 28% +25bps
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The own brand element of its merchandise offer is important for a number of reasons. It 
offers competitor differentiation, broader customer choice and higher gross margins 
compared with third party products (through bigger volumes, cutting out middlemen in the 
supply chain and few if any marketing/advertising expenses). The number of own brand 
SKU’s rose by around 9% compared with last year to 3,600. Own brand revenue growth 
was around 2% higher than for third party brands at around 43% in the period, accounting 
for just under 28% of product sales, up some 25bps over last year, from 6.5% of total SKU’s. 
With their higher gross margins, own brand products account for over 40% of product gross 
profit. 

Forecast changes 

G4M has delivered a very successful H1 trading period, but the overall economic and 
consumer environment remains both volatile and fragile in the UK and Continental Europe. 
With the second wave of Covid rearing its head globally, many countries have re-
introduced measures to restrict the infection rate and protect the vulnerable. The second 
wave is set to play out over the peak Christmas trading period for both consumers and will 
in all probability have a knock-on effect on consumer buying behaviour and therefore on 
many retail sectors. This points in our view to the online channel remaining a winner and 
continuing to make market share gains. This plays to the benefit of online retailers, 
including G4M. 

The second area of uncertainty over the next few months relates to Brexit and the potential 
disruption to the flow of goods, both inbound and outbound, through British and European 
ports. This could potentially have a negative impact on many retail businesses. This said, 
the impact on G4M should be mitigated by its distribution centres in Sweden and Germany. 
These account for an increasing proportion of order fulfilment. In the H1 period of the 
current FY21E year, some 26% of orders were fulfilled from the European distribution 
centres, up from 24% and 18% in the equivalent periods in FY20 and FY19 respectively.  

G4M is however well stocked going into its peak season, having utilised its strong cash 
generation to invest in inventory, buying both early and in substantial quantities. The 
carrying value of stock at the end of H1 stood at £28.7m, some 19.6% higher than the 
£24.0m at the equivalent stage in the prior year. This should translate into better customer 
conversion and fulfilment of customer orders, compared with competitors with less stock 
on hand. 

While not wishing to overstate the uncertainties arising from Covid-19 and Brexit, by the 
same token, they should not be ignored and need to be acknowledged. Our 
acknowledgment takes the form of prudently cautious forecasts for the whole of FY21E, 
notwithstanding the very strong set of interim results delivered by G4M.  

We summarise our assumptions on key forecasting elements below, comparing them with 
the assumptions/adjustments made in October when upgrading our forecasts in wake of 
the H1 trading update: 

▪ Turnover – we have increased our FY21E turnover estimate by 0.8% to £145.8m 
(+21.1% year-on-year growth), equating to more modest sales growth of 6.6% for H2 

▪ Gross margin – we now assume gross margin expansion of 200bps for the year to 
27.9%, compared with a 160bps increase in our forecast adjustment in October 

▪ Operating costs – our assumption increases to a c 85bps improvement in the operating 
costs to sales ratio from 50bps previously 
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▪ Outer year forecasts – in light of macro-economic uncertainty on the rate of broader 
recovery prospects, primarily driven by impact and after effects of the Covid-19 
pandemic, we continue to leave our outer year forecasts for FY22E and FY23E 
unchanged at this stage 

▪ Net debt – our FY21E net debt forecast improves by £631K to £1.171m driven by the 
upgrade outlined above. G4M moves to a net cash position in FY22E and FY23E 

We summarise our key forecast changes in the table below. 

 
Summary of key forecast changes 

  

Source: Gear4music, Progressive Equity Research 

 

Forecast risk 

In terms of forecast risk, notwithstanding our upgrade outlined above, we believe that this 
remains weighted to the upside for the current FY21E year. This is most notably so on the 
sales front, although conversion to bottom line profit is dependent on the accompanying 
gross margin achieved and associated operating costs. This said, our forecast H2 operating 
profit and PBT forecasts are respectively some 18% and 19% lower than those achieved in 
H2 last year, underlining our view of forecast risk being weighted to the upside. 

G4M will next address the market on its Christmas trading performance on 21 January 
2021, which will give further insights into the profit prospects for FY21E. 

As said in our October note, forecast risk is more difficult to gauge for the outer years. We 
have therefore left our forecasts unchanged at this stage. The exceptional rate of sales and 
profit growth delivered in FY21E will undoubtedly provide tough comparatives in FY22E, 
especially in H1. While not yet knowing what will be delivered in H2, we can now clearly 
see the drivers of the exceptional profit delivered in H1, namely the levels of sales growth, 
gross margin expansion and cost leverage achieved in comparison to more reasonable 
assumptions of underlying performance.  

£m unless stated Old New

Change 

(%) Old New

Change 

(%) Old New

Change 

(%)

Revenue 144.6 145.8 1% 151.3 151.3 0% 167.1 167.1 0%

Adj EBITDA 12.4 13.5 9% 11.6 11.6 0% 13.1 13.1 0%

Fully adj PBT 7.6 8.5 11% 6.7 6.7 0% 7.9 7.9 0%

Fully adj EPS (p) 30.3 33.7 11% 26.4 26.4 0% 31.2 31.2 0%

FY21E FY22E FY23E
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We believe market assumptions pre-Covid for FY21E were for top line sales growth of 
around 20%. This would therefore have delivered H1 turnover of £59.2m, some £11m 
lower than the £70.2m delivered from the 42% sales growth achieved. In terms of gross 
margin, there has been some volatility in recent years, all at lower levels than delivered in 
H1. It is manifest that the level of gross margin achieved and the increase relative to the 
historic levels achieved over the previous six years include a one-off benefit from the 
unique circumstances and backdrop of the Covid pandemic. That said, it has been a 
strategic objective of management, instigated almost two years ago, to increase and retain 
higher gross margins within the business. This suggests to us that more of this margin uplift 
could be retained going forward. It is difficult at this stage however to quantify the Covid 
margin benefit with any degree of certainty in our view. This will become much clearer 
when we see the gross margin delivered in FY22E. What is certain however is that the 
combination of sales growth and gross margin expansion has resulted in the delivery of a 
materially higher level of H1 gross profit than the “underlying” level that would have been 
achieved against an economic backdrop without the manifold ramifications of Covid. 

The H1 results also included the benefit of substantial reductions in both marketing and 
labour costs relative to sales, which further enhanced profitability. This can clearly be seen 
in the (IFRS16) EBITDA margin achieved, which leapt from 4.0% to 12.1%, encompassing as 
it does the combined effects of the magnified sales growth, gross margin and operational 
leverage. Historical full year EBITDA margins (under IAS17) in the past eight years have 
peaked at around 6.5% (or around 1% higher under IFRS16) while our revised forecast for 
FY21E (under IFRS16) delivers a full year EBITDA margin of 9.3% (with an implied H2 EBITDA 
margin of just under 7%). 

We remain in a trading environment significantly influenced by Covid, so any attempt at 
quantification of the full extent of exceptional profit arising from the Covid phenomenon 
remains premature in our view at this stage. This will become clearer with the benefit of 
(greater) hindsight at some future stage. However, as we have previously opined, the 
exceptional trading pattern of FY21E is highly likely to adversely impact the reported rate 
of sales and profit growth in FY22E, especially in H1, masking the steadier progression that 
would have been delivered ordinarily under a more consistent rate of sales growth. 

  



 

17 November 2020 

 

 
9  Gear4music 

 

 
Summary of profit & loss account and cash flow forecasts 

   

Source: Gear4music, Progressive Equity Research 

 

 

 

Profit and loss account IAS17  IAS17 IFRS16 IFRS16 IFRS16 IFRS16

Year to March FY18 FY19 (13 m) FY20 FY21E FY22E FY23E

Turnover 80.1 118.2 120.3 145.8 151.3 167.1

Cost of sales (59.8) (91.2) (89.2) (105.1) (111.5) (122.8)

Gross profit 20.3 26.9 31.2 40.7 39.8 44.3

Gross margin (GM) (%) 25.4% 22.8% 25.9% 27.9% 26.3% 26.5%

Operating costs (18.4) (26.9) (27.1) (31.2) (32.5) (35.9)

Operating profit 2.0 (0.0) 4.1 9.5 7.3 8.4

Operating profit margin (%) 2.4% 0.0% 3.4% 6.5% 4.8% 5.0%

Depreciation and amortisation (1.5) (2.3) (3.7) (4.0) (4.3) (4.7)

EBITDA 3.5 2.3 7.8 13.5 11.6 13.1

EBITDA margin (%) 4.3% 1.9% 6.4% 9.3% 7.7% 7.8%

Interest charge (0.5) (0.6) (1.0) (1.0) (0.6) (0.5)

Adjusted PBT 1.5 (0.6) 3.1 8.5 6.7 7.9

Exceptional charges 0.0 0.0 0.0 0.0 0.0 0.0

Profit before tax 1.5 (0.6) 3.1 8.5 6.7 7.9

Adjusted diluted EPS (p) 6.7 (0.8) 12.2 33.7 26.4 31.2

Diluted EPS (p) 6.7 (0.8) 12.2 33.7 26.4 31.1

Dividend (p) 0.0 0.0 0.0 0.0 0.0 0.0

Cash flow

Year to March FY18 FY19 (13 m) FY20 FY21E FY22E FY23E

Operating profit 2.0 (0.0) 4.1 9.5 7.3 8.4

Depreciation and amortisation 1.5 2.3 3.7 4.0 4.3 4.7

Inventory (increase)/decrease (5.4) (1.6) (3.4) (2.2) (0.8) (1.3)

Debtors (increase)/decrease (1.4) 1.0 (0.8) (0.3) (0.1) (0.1)

Creditors increase/(decrease) 3.6 0.5 3.3 1.2 0.4 0.7

Other (0.2) (0.3) 0.4 0.0 0.0 0.0

Operating cash flow 0.1 2.0 7.2 12.3 11.1 12.3

Interest (0.2) (0.4) (0.8) (1.0) (0.6) (0.5)

Tax 0.0 0.6 0.5 (1.4) (1.1) (1.3)

Dividends 0.0 0.0 0.0 0.0 0.0 0.0

Deferred tax 0.0 0.0 0.0 0.0 0.0 0.0

Capital expenditure (9.1) (4.5) (3.6) (4.3) (4.5) (4.8)

Trading cash flow (9.2) (2.3) 3.3 5.7 4.9 5.7

Acquisition of businesses (0.4) (0.4) (0.4) (0.2) 0.0 0.0

Disposal of businesses 0.0 0.0 0.0 0.0 0.0 0.0

Share issues 4.2 0.1 0.0 0.0 0.0 0.0

Currency effects, other 0.0 0.0 (1.0) (1.1) (1.0) (1.0)

Net cash inflow/(outflow) (5.3) (2.5) 2.0 4.4 3.9 4.7

Net (debt)/cash (5.0) (7.5) (5.5) (1.2) 2.7 7.5
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Summary of balance sheet forecasts 

  

Source: Gear4music, Progressive Equity Research 

 

 

 

 
  

Balance sheet IAS17  IAS17 IFRS16 IFRS16 IFRS16 IFRS16

Year to March FY18 FY19 (13 m) FY20 FY21E FY22E FY23E

Tangible fixed asssets 10.1 10.8 20.2 19.1 18.2 17.1

Intangible fixed assets 6.4 7.8 9.1 10.4 11.5 12.6

Investments and other 0.0 0.0 0.0 0.0 0.0 0.0

Total fixed assets 16.4 18.6 29.3 29.5 29.7 29.7

Stock 17.1 18.7 22.0 24.2 25.0 26.3

Trade and other debtors 2.7 1.7 2.5 2.8 2.9 3.0

Deferred tax 0.0 0.0 0.0 0.0 0.0 0.0

Cash and short term deposits 3.5 5.3 7.8 10.7 12.1 13.4

Current assets 23.3 25.6 32.4 37.7 40.0 42.7

Total assets 39.7 44.2 61.6 67.2 69.6 72.4

Trade and other payables (10.9) (11.5) (14.4) (15.7) (16.0) (16.7)

Borrowings (3.9) (8.6) (9.9) (8.9) (6.9) (3.9)

Other current liabilities 0.0 0.0 (1.1) (1.1) (1.1) (1.1)

Current liabilities (14.8) (20.1) (25.5) (25.8) (24.1) (21.8)

Borrowings (4.6) (4.3) (3.4) (2.9) (2.4) (1.9)

Other non-current liabilities (1.4) (1.1) (11.0) (11.0) (11.0) (11.0)

Non-current liabilities (6.0) (5.4) (14.5) (14.0) (13.5) (13.0)

Total liabilities (20.8) (25.5) (40.0) (39.7) (37.6) (34.8)

Net assets 18.9 18.7 21.6 27.4 32.0 37.6
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Financial Summary: Gear4music 

Year end: March (£m unless shown)      
      
PROFIT & LOSS 2019 2020 2021E 2022E 2023E 
Revenue 118.2  120.3  145.8  151.3  167.1  
Adj EBITDA 2.3  7.8  13.5  11.6  13.1  
Adj EBIT 0.1  4.1  9.6  7.3  8.4  
Reported PBT (0.6) 3.1  8.5  6.7  7.9  
Fully Adj PBT (0.6) 3.1  8.5  6.7  7.9  
NOPAT (0.4) 4.7  8.0  6.1  7.0  
Reported EPS (p) (0.8) 12.2  33.7  26.4  31.1  
Fully Adj EPS (p) (0.8) 12.2  33.7  26.4  31.2  
Dividend per share (p) 0.0  0.0  0.0  0.0  0.0  

      
CASH FLOW & BALANCE SHEET 2019 2020 2021E 2022E 2023E 
Operating cash flow 2.0  7.2  12.3  11.1  12.3  
Free Cash flow (2.3) 3.3  5.7  4.9  5.7  
FCF per share (p) (10.9) 15.9  27.2  23.5  27.4  
Acquisitions (0.4) (0.4) (0.2) 0.0  0.0  
Disposals 0.0  0.0  0.0  0.0  0.0  
Shares issued 0.1  0.0  0.0  0.0  0.0  
Net cash flow (2.5) 2.0  4.4  3.9  4.7  
Overdrafts / borrowings (12.8) (13.4) (11.9) (9.4) (5.9) 
Cash & equivalents 5.3  7.8  10.7  12.1  13.4  
Net (Debt)/Cash (7.5) (5.5) (1.2) 2.7  7.5  

      
NAV AND RETURNS 2019 2020 2021E 2022E 2023E 
Net asset value 18.7  21.6  27.4  32.0  37.6  
NAV/share (p) 89.3  103.2  130.9  152.7  179.3  
Net Tangible Asset Value 10.8  20.2  19.1  18.2  17.1  
NTAV/share (p) 51.4  96.4  91.3  86.6  81.7  
Average equity 18.8  20.2  25.2  31.6  37.7  
Post-tax ROE (%) 16.4% 42.2% 26.5% 0.0% 0.0% 

      
METRICS 2019 2020 2021E 2022E 2023E 
Revenue growth 47.5% 1.8% 21.1% 3.8% 10.4% 
Adj EBITDA growth (34.0%) 239.8% 74.5% (14.4%) 12.8% 
Adj EBIT growth (55.8%) 8146.0% 132.0% (23.5%) 14.2% 
Adj PBT growth (140.6%) (605.4%) 176.5% (21.7%) 17.9% 
Adj EPS growth (111.7%) (1670.4%) 175.4% (21.7%) 18.2% 
Dividend growth N/A N/A N/A N/A N/A 
Adj EBIT margins 1.1% 3.4% 6.6% 4.8% 5.0% 

      
VALUATION 2019 2020 2021E 2022E 2023E 
EV/Sales (x) 1.3 1.2 1.0 1.0 0.9 
EV/EBITDA (x) 64.9 19.1 10.9 12.8 11.3 
EV/NOPAT (x) (363.2) 31.8 18.4 24.1 21.1 
PER (x) N/A 55.6 20.2 25.8 21.8 
Dividend yield N/A N/A N/A N/A N/A 
FCF yield (1.6%) 2.3% 4.0% 3.4% 4.0% 

 

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: 
Emily Ritchie 
+44 (0) 20 7781 5311 
eritchie@progressive-research.com 

Disclaimers and Disclosures 

Copyright 2020 Progressive Equity Research Limited (“PERL”).  All rights reserved.  Progressive’s research is commissioned by the subject 
company under contract and is freely available to the public and all institutional investors.  Progressive does not offer investors the ability to 
trade securities.  Our publications should not, therefore, be considered an inducement under MiFID II regulations.  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 authorised and regulated by the Financial Conduct Authority (FCA) of the United Kingdom (registration number 697355). 

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.  
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. 

 

 

 

 


