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Market’s questions answered 

MJ Hudson’s Q3 FY22 trading update, issued on Thursday 12 May, revealed 
that the company’s results for the full year are expected to be significantly 
ahead of our, and the market’s, expectations.  Adjusted EBITDA for the year 
is expected to be at least £8.3m, against our estimate of £7.5m and a prior-
year figure of £5.6m.  We have adjusted our forecasts for both FY22 and 
FY23 following this statement (see table overleaf), with our FY23 Adjusted 
EBITDA estimate going from £9.0m to £10.5m.  The key drivers to the strong 
performance are the company’s ‘three transformative growth areas’: ESG & 
Sustainability, the Irish Super ManCo and Luxembourg fund services.   

▪ Strong trading set to continue. Trading in the three months to 31 March 
2022 has been strong and, importantly given events on a wider stage, with 
signs that this strength is going to continue.  The fact that this 
performance is being driven by recurring and long-term business means 
that much of this improvement in winning business will be seen in FY23 
and beyond.  We have updated our FY23 revenue and profit estimates. 

▪ Improved mix helping margins. Importantly, the particular areas of 
strength are in higher-margin services and products, meaning that group 
margins are increasing as a result of this improvement in mix. 

▪ ESG services gaining traction. The ESG services are building their activities 
with leading private equity clients and there has been good interest in ESG 
Advantage – ahead of management’s expectations.  

▪ Outsourcing ahead of budget. The continuing strength and growth of the 
Irish and Luxembourg businesses has helped drive Outsourcing revenues. 

▪ Advisory recovering. The Advisory business had a difficult first half but is 
now recovering, with growth in client activity and the expectation that 
recent new partner hires will soon impact the top and bottom lines.  

We don’t just regard this update as encouraging trading news; we regard it 
as a significant ‘proof point’ on the stock’s journey. MJ Hudson is clearly 
delivering on its strategy, and delivering across a range of client bases, 
services and products – answering the questions that the market has been 
asking. We expect that the ‘three transformative growth areas’ will 
continue to drive growth. However, we note that the Advisory business is 
showing signs of improvement and, given’s MJ Hudson’s ability to execute, 
it would be short-sighted to ignore the potential elsewhere within the 
group, particularly in light of the rating and earnings growth. 
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FYE JUN (£M) 2019 2020 2021 2022E 2023E 

Revenue 16.7 20.3 25.5 40.5 48.4 

Adj EBITDA 0.4 3.7 5.6 8.3 10.5 

Fully Adj PBT -0.7 1.0 2.4 4.6 6.4 

Fully Adj Dil EPS (p) -1.1 0.5 1.3 2.3 2.9 

EV/Sales (x) 5.5x 4.5x 3.6x 2.3x 1.9x 

EV/EBITDA (x) 258.7x 24.7x 16.4x 11.1x 8.8x 

PER (x) N/A 73.0x 30.1x 17.7x 13.8x 

Source: Company Information and Progressive Equity Research estimates. 
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Forecasts raised 

We have raised our forecasts for MJ Hudson following this trading update.  Importantly, 
we have increased our estimates for FY23 by more than those for FY22.  

Our estimate increases are driven principally by increased revenues in the Outsourcing and 
Data & Analytics divisions.  The improvement in sales mix helps to drive the margins higher, 
but we also expect some margin expansion as a result of operational gearing.  That said, 
the company continues to spend to build its capabilities, market positions and technology, 
and it will remain some way shy of its target medium-term margins in its primary growth 
divisions for a few years yet. We also note that this drive for growth limits the cash 
generation, and hence improvements to cash do not reflect the improvements to revenues 
or earnings. 

Forecast revisions 

  

Source: Progressive Equity Research estimates 

We regard this update as more than just encouraging trading news; we regard it as a 
significant ‘proof point’ on the stock’s journey, which we hope will be followed by 
opportunities for further forecast upgrades and increasing valuation multiples. 

Statement answers the questions the market is asking 

With a strategy based on addressing a range of existing and evolving needs across the 
private equity space, MJ Hudson is dependent on a number of capabilities. We are 
particularly impressed by this trading update as we believe it answers the questions about 
those capabilities that may have been hampering the share price. 

▪ Q: Can MJH spot the right businesses to be in within the space?   

▪ A: ESG, Ireland and Luxembourg clearly answer this, in our view. The company’s ‘three 
transformative growth areas’ are driving the outperformance, with the ESG offering in 
particular gaining traction. 

 

▪ Q: Can MJH act quickly and buy opportunities at the right price?  

▪ A: Ireland demonstrates this. With its purchase of Bridge Consulting in Dublin, MJH took 
a business faced with a challenging change in regulations and provided it with capital 
support, enabling rapid growth. It was acquired in early FY21 with €6bn AUM.  By the 
end of H1 FY22 the AUM were €50bn, and it would appear to have maintained the 
strong growth trajectory since then. An initial fixed consideration of €2m was paid in 
cash, with deferred and additional earn-out consideration of up to €10m, payable over 
a two-year period, with previous year’s revenues and EBIDTA having been 

£m unless stated Old New Change (%) Old New Change (%)

Revenue 38.3 40.5 6% 45.8 48.4 6%

Adj EBITDA 7.5 8.3 11% 9.0 10.5 17%

Fully adj PBT 4.2 4.6 10% 5.6 6.4 14%

Net cash -25.1 -24.8 1% -21.4 -20.4 5%

FY22E FY23E
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approximately €4m and €0.5m, respectively.   It is evidently generating revenues, and 
almost certainly profits, at several times that level. 

 

▪ Q: Can MJH scale businesses?  

▪ A: Yes, yes and yes across these ‘three transformative growth areas’.  And we suspect 
across other areas too. The ESG operations were acquired in 2019 with only 12 staff, but 
now there are over 60. Also, as noted above, Ireland is now several times its scale upon 
acquisition, and Luxembourg has grown to be a material business contributor having 
only been started from scratch soon after the Brexit result. 

 

▪ Q: Where there is nothing to buy or prices being demanded are too high, does MJH still 
have the skills and culture to start a business and build it?   

A: Luxembourg was an incubated business within MJH’s ‘Organic Investments’ business 
segment until not too long ago, so yes again.  

 

▪ Q: Can MJH really step beyond its senior management’s origins, answer its customers’ 
needs and build a valuable data business?   

A: We believe so. The progress being made by ESG Advantage is very encouraging, albeit 
as yet unquantified. We believe that MJH’s ability to use technology to leverage its 
accumulated data and experience to generate high-margin recurring software and 
services income should prove highly valuable.   

 

▪ Q: Progress with fair winds is fine, but can MJH stabilize and revitalise businesses that 
hit holes in the road?   

▪ A: We would suggest that the encouraging news on Advisory shows that it can, as 
demonstrated by the reported sustained recovery in legal services following a difficult 
first half of the year and the reported progress of the newly hired partners. 
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Financial Summary: MJ Hudson 

Year end: June (£m unless shown)      
      
PROFIT & LOSS 2019 2020 2021 2022E 2023E 
Revenue 16.7  20.3  25.5  40.5  48.4  
Adj EBITDA 0.4  3.7  5.6  8.3  10.5  
Adj EBIT (0.7) 1.9  3.4  6.1  8.1  
Reported PBT (3.4) (7.3) (5.3) 2.2  4.9  
Fully Adj PBT (0.7) 1.0  2.4  4.6  6.4  
NOPAT (0.9) 0.7  2.3  4.2  5.5  
Reported EPS (p) (4.5) (5.6) (3.2) 0.9  2.1  
Fully Adj Dil EPS (p) (1.1) 0.5  1.3  2.3  2.9  
Dividend per share (p) 0.0  0.0  0.1  0.3  0.3  

      
CASH FLOW & BALANCE SHEET 2019 2020 2021 2022E 2023E 
Operating cash flow (1.4) (4.7) (3.0) 8.5  9.8  
Free Cash flow (1.6) (4.8) (3.1) 8.1  8.9  
FCF per share (p) (1.9) (3.6) (1.8) 4.3  4.7  
Acquisitions (3.9) (10.6) (12.5) (10.4) (3.0) 
Disposals 0.0  0.0  0.0  0.0  0.0  
Shares issued 5.9  28.1  0.5  0.0  0.0  
Net cash flow 2.8  10.3  (3.6) 2.2  3.0  
Overdrafts / borrowings (16.2) (18.0) (31.2) (36.8) (35.4) 
Cash & equivalents 3.1  13.4  9.8  12.0  15.0  
Net (Debt)/Cash (13.1) (4.6) (21.4) (24.8) (20.4) 

      
NAV AND RETURNS 2019 2020 2021 2022E 2023E 
Net asset value 7.8  40.7  37.2  39.3  43.4  
NAV/share (p) 395.1  23.8  21.6  22.8  25.2  
Net Tangible Asset Value (14.9) 8.0  (9.7) (9.0) (3.5) 
NTAV/share (p) (758.6) 4.7  (5.6) (5.2) (2.0) 
Average equity 3.9  24.2  39.0  38.3  41.4  
Post-tax ROE (%) (44.8%) (24.1%) (13.4%) 8.9% 14.1% 

      
METRICS 2019 2020 2021 2022E 2023E 
Revenue growth  21.5% 25.7% 58.6% 19.6% 
Adj EBITDA growth  947.3% 50.6% 48.4% 26.0% 
Adj EBIT growth  (384.8%) 78.7% 82.1% 32.5% 
Adj PBT growth  (244.2%) 150.7% 93.5% 39.3% 
Adj EPS growth  (151.4%) 142.2% 70.2% 28.6% 
Dividend growth  N/A N/A _- 124.0%_- _- 14.3%_- 
Adj EBIT margins  9.2% 13.1% 15.1% 16.7% 

      
VALUATION 2019 2020 2021 2022E 2023E 
EV/Sales (x) 5.5 4.5 3.6 2.3 1.9 
EV/EBITDA (x) 258.7 24.7 16.4 11.1 8.8 
EV/NOPAT (x) -106.1 124.8 40.6 21.9 16.7 
PER (x) N/A 73.0 30.1 17.7 13.8 
Dividend yield N/A N/A 0.3% 0.7% 0.8% 
FCF yield (4.8%) (9.0%) (4.5%) 10.8% 11.8% 

 

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 

Disclaimers and Disclosures 

Copyright 2022 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. 

 

 

 

 


