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KEY DATA 

Net (Debt)/Cash $(58.8)m (at 30/09/21) 

Enterprise value £290.5m 

Index/market LSE 
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'22 

Shares in Issue (m) 96.9 

Chairman Stewart Gilliland 

Chief Executive Paul Fineman 

Finance Director Giles Willits 
 

COMPANY DESCRIPTION 

The Group designs and manufactures gift 
packaging, giftware, celebrations, stationery 
and creative play products. 

www.thedesigngroup.com 
 

Robust demand… 

…more than offset by supply and cost headwinds 

IG Design Group’s trading update for the nine months to 31 December 2021 
reports a continuation of contrasting recent trends, with robust demand 
offset by supply chain delays and operating cost pressures in an inflationary 
environment. The latter pressures have indeed intensified over the Q3 
trading period, such that the group has seen a 460bps year-on-year (yoy) 
decrease in its cumulative nine-month operating profit margin to 4%. With 
lower craft sales and continuing cost headwinds expected in Q4, the group 
is guiding to an FY22E breakeven result at the adjusted operating profit 
level, with no final dividend to be paid. With the external challenges and 
uncertainties expected to continue into FY23E, the group believes it is too 
early to provide firm guidance with regard to FY23E at this stage. 

▪ Robust top-line growth. Nine-month group revenues have risen 12% on a 
like-for-like (LFL) basis to $828m, underlining robust client and final 
consumer demand for the group’s products. This increase has been 
achieved despite declining yoy sales in craft, a high-margin category that 
performed strongly in FY21. 

▪ Persisting pressures. The group has continued to focus on fulfilling 
customer orders, notwithstanding supply chain delays squeezing high 
volumes of seasonal category deliveries into a narrower timeframe. 
Combined with Covid pressures on internal and external labour, freight 
and raw materials inflation, the group has incurred significant incremental 
costs to achieve its impressive revenue growth. Although the International 
business has performed in line with expectations, the US division has 
suffered the brunt of these cost pressures.  

▪ US review. Alongside other commercial and operational mitigation 
measures, the group has instigated a review of its US operations. This is 
with a view to determining a path for it to deliver the expected financial 
returns. Updates will be provided on this in due course. 

▪ Outlook and forecasts. Our revised FY22E forecasts reflect breakeven 
guidance for adjusted operating profit and year-end net cash of c.$40m. 
Our FY23E adjusted operating profit forecast assumes the same $5m 
quantum of improvement as previously on unchanged turnover. With high 
levels of ongoing uncertainty, our forecasts are, however, heavily 
caveated. 
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FYE MAR ($M)  2020 2021 2022E 2023E 

Revenue  624.3 873.2 934.3 991.7 

Adj EBITDA  59.5 77.5 43.3 49.6 

Fully Adj PBT  35.4 37.0 (4.8) 0.0 

Fully Adj EPS (c)  32.7 25.9 (5.1) (2.0) 

EV/Sales (x)  0.6x 0.4x 0.4x 0.4x 

EV/EBITDA (x)  6.6x 5.1x 9.0x 7.9x 

PER (x)  10.5x 13.3x N/A N/A 

Source: Company Information and Progressive Equity Research estimates. 
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Forecast revisions 

The following table summarises our key forecast revisions for FY22E and FY23E.  

Changes to estimates 

 

Source: Progressive Equity Research 

FY22E changes 

For FY22E, our changes reflect the guidance given by the group with regard to projected 
breakeven at the adjusted operating profit level and year-end net cash of around $40m. IG 
Design has stated that the group was in a positive net cash position as of 31 December 
2021, compared with the $58.8m net debt position as of 30 September 2021. This 
improvement reflects the normal reduction in working capital following the seasonal peak, 
as stocks are built for the peak Christmas trading period.  

We feel it is worth reiterating that the pressure on profits is not the result of revenue 
weakness. With a double-digit LFL increase reported, it is clear that demand is holding up 
well. Rather, it is the combination of supply chain issues (inflation and delays) and 
operating cost pressures (raw materials, freight and labour) that has reduced both gross 
and operating margins.  

It is also worth reiterating that the impact of these issues is being felt most keenly in the 
US division, despite the International business performing in line with expectations. The 
decline of high gross margin craft sales in the US against the robust performance in FY21 
during the initial Covid lockdowns (with increased working and schooling from home) has 
also been an unwelcome negative trend, which is expected to continue over Q4 – and 
potentially beyond. This has prompted management’s announcement of a review of its US 
division to determine and map a path to return it to its expected level of financial 
performance and returns. Updates on progress will be made in due course over the coming 
months. 

FY23E changes 

It is clear from management commentary that much uncertainty remains with regard to 
the macroeconomic and supply chain backdrop for FY23E. For these reasons, the group 
believes it is too early to provide firm guidance on FY23E. It has, however, said it will 
provide more insight alongside the FY22E year-end update, slated for April 2022.  

$m unless stated Old New

Change 

(%) Old New

Change 

(%)

Revenue 934.3 934.3 0% 991.7 991.7 0%

Adjusted EBITDA 65.2 43.3 -34% 68.8 49.6 -28%

Adjusted EBIT 26.1 0.0 -100% 30.7 5.0 -84%

Adjusted EBIT margin (%) 2.8% 0.0% 3.1% 0.5%

Adjusted PBT 21.3 (4.8) -122% 25.7 0.0 -100%

Fully adjusted EPS (c) 14.0 (5.1) -137% 16.8 (2.0) -112%

Dividend (p) 8.75 3.00 -66% 4.00 1.50 -63%

Net cash 76.4 40.4 -47% 82.1 44.7 -46%

FY22E FY23E
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For these sound reasons, we would therefore strongly caveat our FY23E forecast revisions. 
It is clear that management will undertake mitigation measures, both commercial and 
operational, to help to stabilise performance and preserve cash. Again, we would point to 
the group’s successful track record on cash management and preservation during the 
pandemic. We also note that the current CFO, Giles Willets, has indicated his intention to 
extend his notice period given the unprecedented challenges ahead, while the Board 
makes progress in the search for his replacement. 

It should be noted that mitigation measures often have a lagged rather than an immediate 
impact, which could affect the rate and level of margin protection in FY23E. Commercial 
measures will likely include price increases, given the global inflationary outlook. While 
these help to mitigate inflationary pressures, there is no guarantee that they will be 
universally accepted across the totality of the group’s customer base, notwithstanding the 
very strong relationships it has developed with its core clients, in line with its ‘Working with 
the Winners’ strategy. 

In terms of the drivers and shape of our FY23E forecasts, we have left our revenue forecasts 
unchanged, given the robust performance delivered thus far in FY22E. We assume 
continued pressure on both gross and operating margins, but as with our previous 
forecasts, we expect the group to deliver an improvement at the operating profit level. Our 
FY23E forecasts deliver a $5m improvement at the adjusted operating profit level, broadly 
in line with the quantum of increase in our previous forecasts. 

The group has stated it will not declare a final dividend for FY22E but will revert to paying 
dividends beyond FY22E in line with its existing progressive policy. 
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Financial Summary: IG Design Group 

Year end: March ($m unless shown)      
      
PROFIT & LOSS  2020 2021 2022E 2023E 
Revenue  624.3  873.2  934.3  991.7  
Adj EBITDA  59.5  77.5  43.3  49.6  
Adj EBIT  40.9  42.0  0.0  5.0  
Reported PBT  (0.9) 14.7  (7.8) (3.0) 
Fully Adj PBT  35.4  37.0  (4.8) 0.0  
NOPAT  32.4  31.4  0.0  3.7  
Reported EPS (c)  19.8  8.4  (7.6) (4.4) 
Fully Adj EPS (c)  32.7  25.9  (5.1) (2.0) 
Dividend per share (p)  8.8  8.8  3.0  1.5  

      
CASH FLOW & BALANCE SHEET  2020 2021 2022E 2023E 
Operating cash flow  37.8  35.6  (10.7) 19.3  
Free Cash flow  16.3  38.4  (24.1) 5.0  
FCF per share (c)  19.7  39.3  (24.7) 5.1  
Acquisitions  (112.3) 0.0  0.0  0.0  
Disposals  (3.7) (1.0) 0.0  0.0  
Shares issued  152.5  0.0  0.0  0.0  
Net cash flow  30.2  24.0  (36.1) 4.3  
Overdrafts / borrowings  (30.8) (56.3) (56.3) (56.3) 
Cash & equivalents  83.2  132.8  96.7  101.0  
Net (Debt)/Cash  52.4  76.5  40.4  44.7  

      
NAV AND RETURNS  2020 2021 2022E 2023E 
Net asset value  375.8  392.0  399.6  388.0  
NAV/share (c)  390.1  401.2  409.0  397.1  
Net Tangible Asset Value  259.6  277.1  291.8  287.3  
NTAV/share (c)  269.4  283.7  298.7  294.0  
Average equity  302.0  383.9  384.0  373.6  
Post-tax ROE (%)  9.3% 7.2% (0.9%) 0.0% 

      
METRICS  2020 2021 2022E 2023E 
Revenue growth  10.2% 39.9% 7.0% 6.1% 
Adj EBITDA growth  25.2% 30.3% (44.0%) 14.5% 
Adj EBIT growth  2.4% 2.7% (100.0%) 31267.6% 
Adj PBT growth  (4.0%) 4.4% (112.9%) (100.4%) 
Adj EPS growth  (7.7%) (20.8%) (119.9%) (60.6%) 
Dividend growth  2.9% 0.0% (65.7%) (50.0%) 
Adj EBIT margins  6.6% 4.8% 0.0% 0.5% 

      
VALUATION  2020 2021 2022E 2023E 
EV/Sales (x)  0.6 0.4 0.4 0.4 
EV/EBITDA (x)  6.6 5.1 9.0 7.9 
EV/NOPAT (x)  12.1 12.5 33139.4 105.6 
PER (x)  10.5 13.3 N/A N/A 
Dividend yield  3.4% 3.4% 1.2% 0.6% 
FCF yield  5.7% 11.4% (7.2%) 1.5% 

 

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: 
Keith Hodgskiss 
+44 (0) 20 7781 5300 
khodgskiss@progressive-research.com 
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