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and creative play products. 
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Supply chain disruption and cost pressures… 

…drive forecast cut 

IG Design Group has issued a trading update for the first six months of 
FY22E. Sales rose by 11% on a like-for-like (LFL) basis but were below the 
Group’s expectations. The operating cost pressures outlined in the August 
trading update – inflation in sea freight, raw materials and labour costs, 
together with global supply chain disruption – have continued unabated. 
Despite the Group’s best efforts to mitigate these factors, H1 operating 
margins have been adversely affected. With the cost pressures likely to 
continue across FY22E and into FY23E, the Group has stated FY22E operating 
margins are likely to be some 175-225bps lower than last year. 

▪ Challenging times: The Group has continued to see growth in revenues, 
reflecting its “Working with the Winners” strategy and continued product 
development and innovation. The Group also sees good demand into H2 
with good momentum into FY23. The reduction in LFL sales growth from 
25% for the first four months reflects the very weak sales in Q1 last year 
due to the pandemic and the timing effect of delayed deliveries from 
supply chain disruptions in the current year. The underlying strength of 
demand is reassuring for the longer term. However, the combined 
pressures of supply chain disruptions and other operating cost headwinds 
have taken their toll on operating margin, which is now expected to be 
175-225bps lower than FY21’s figure. These cost pressures will continue 
to be felt into FY23E, although it is unclear for how long at this stage. 

▪ Cash management: The Group continues to manage its cash resources 
strongly and efficiently. Reflecting the normal build of its working capital 
requirements into the peak trading period, net debt stood at $59m on 30 
September, compared with $23m at the H1 period end last year (and 
$106m as at September 2019, pre-Covid and the CSS acquisition). The 
increase partially reflects the timing impact of delayed deliveries to 
customers. Average leverage was zero times in the 12-month period to 30 
September 2021, compared with 0.2x for the equivalent period last year. 

▪ Forecast revisions: In line with company guidance, we have reduced our 
adjusted operating margin forecast for FY22E to 2.8%, down 200bps from 
FY21’s achieved 4.8% margin. This results in a 54% reduction in fully 
adjusted EBIT to $26.1m, with a broadly similar impact for FY23E. A 
summary of our forecast revisions is shown overleaf. 
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FYE MAR ($M)  2020 2021 2022E 2023E 

Revenue  624.3 873.2 934.3 991.7 

Adj EBITDA  59.5 77.5 65.2 68.8 

Fully Adj PBT  35.4 37.0 21.3 25.7 

Fully Adj EPS (c)  32.7 25.9 14.0 16.8 

EV/Sales (x)  1.1x 0.8x 0.7x 0.7x 

EV/EBITDA (x)  11.0x 8.5x 10.1x 9.5x 

PER (x)  18.9x 23.9x 44.0x 36.7x 

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

The following table shows a summary of our forecast revisions for FY22E and FY23E. 

Despite the Group’s comments on the impact of the prevailing cost headwinds and general 
supply chain disruption, which have resulted in some late deliveries to customers, there is 
not an issue with the strength of underlying demand. The issues afflicting the Group are 
rather primarily related to costs. Our turnover forecasts are therefore unchanged. 

With regard to operating margin, we have applied the mid-point of the Group’s guidance 
to our FY22E forecasts. The 200bps reduction compared with last year’s fully adjusted 
operating margin of 4.8% gives a 2.8% operating margin for FY22E. The net result at the 
adjusted PBT level sees a fall of 60% to $21.3m.  

CHANGES TO ESTIMATES 

 

Source: Progressive Equity Research 

At this stage, to be prudent, our FY23E forecasts are predicated on a prolonged extension 
of prevailing conditions across the period. Our operating margin forecast improves by 
30bps to 3.1% compared with our revised FY22E figure, with adjusted PBT declining 56% 
from our previous forecast to $25.7m. 

Year-end net cash balances drop back from our previous forecasts, driven by the lower 
profit outturn. Our FY22E net cash figure of $76.4m is flat on that delivered in FY21, 
reflecting the Group’s proven track record on cash management and conservation.  

On the dividend front, we would expect the Group to give an update at the interim results 
on 23 November. Ahead of this, we have cut back our FY22E dividend forecast to be flat 
with the FY21E at 8.75p and reverted to an assumption of 2.5x dividend cover for FY23E, 
resulting in a 4.0p pay-out.  

 

 

 

  

$m unless stated Old New

Change 

(%) Old New

Change 

(%)

Revenue 934.3 934.3 0.0% 991.7 991.7 0.0%

Adjusted EBITDA 96.5 65.2 -32.4% 102.2 68.8 -32.7%

Adjusted EBIT 57.4 26.1 -54.5% 64.1 30.7 -52.1%

Adjusted EBIT margin (%) 6.1% 2.8% 6.5% 3.1%

Adjusted PBT 52.6 21.3 -59.5% 59.1 25.7 -56.5%

Fully adjusted EPS (c) 37.6 14.0 -62.7% 42.0 16.8 -59.9%

Dividend (p) 10.00 8.75 -12.5% 11.5 4.00 -65.2%

Net cash 90.5 76.4 -15.5% 115.4 82.1 -28.8%

FY22E FY23E
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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  65.2  68.8  
Adj EBIT  40.9  42.0  26.1  30.7  
Reported PBT  (0.9) 14.7  6.1  10.2  
Fully Adj PBT  35.4  37.0  21.3  25.7  
NOPAT  32.4  31.4  19.3  22.7  
Reported EPS (c)  19.8  8.4  2.7  5.5  
Fully Adj EPS (c)  32.7  25.9  14.0  16.8  
Dividend per share (p)  8.8  8.8  8.8  4.0  

      
CASH FLOW & BALANCE SHEET  2020 2021 2022E 2023E 
Operating cash flow  37.8  35.6  28.6  32.8  
Free Cash flow  16.3  38.4  12.0  15.5  
FCF per share (c)  19.7  39.3  12.2  15.8  
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  0.0  5.7  
Overdrafts / borrowings  (30.8) (56.3) (56.3) (56.3) 
Cash & equivalents  83.2  132.8  132.8  138.4  
Net (Debt)/Cash  52.4  76.5  76.4  82.1  

      
NAV AND RETURNS  2020 2021 2022E 2023E 
Net asset value  375.8  392.0  403.9  387.3  
NAV/share (c)  390.1  401.2  413.4  396.4  
Net Tangible Asset Value  259.6  277.1  296.1  286.5  
NTAV/share (c)  269.4  283.7  303.1  293.3  
Average equity  302.0  383.9  389.1  385.3  
Post-tax ROE (%)  9.3% 7.2% 4.0% 4.9% 

      
METRICS  2020 2021 2022E 2023E 
Revenue growth  10.2% 39.9% 7.0% 6.1% 
Adj EBITDA growth  25.2% 30.3% (15.8%) 5.5% 
Adj EBIT growth  2.4% 2.7% (37.9%) 17.7% 
Adj PBT growth  (4.0%) 4.4% (42.5%) 20.7% 
Adj EPS growth  (7.7%) (20.8%) (45.8%) 20.1% 
Dividend growth  2.9% 0.0% 0.0% (54.3%) 
Adj EBIT margins  6.6% 4.8% 2.8% 3.1% 

      
VALUATION  2020 2021 2022E 2023E 
EV/Sales (x)  1.1 0.8 0.7 0.7 
EV/EBITDA (x)  11.0 8.5 10.1 9.5 
EV/NOPAT (x)  20.3 21.0 34.0 28.9 
PER (x)  18.9 23.9 44.0 36.7 
Dividend yield  2.0% 2.0% 2.0% 0.9% 
FCF yield  3.2% 6.4% 2.0% 2.6% 

 

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 
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