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PHOTO-ME IS A RESEARCH CLIENT OF 
PROGRESSIVE 

 

Laundry Becoming more Material 

Interim Results 

Interim results show the positive impact of Photo-Me’s targeted 
investment and strategic focus on expanding the Laundry business. 
This will continue to drive growth and become an increasingly 
significant proportion of revenues. The Group is also commencing the 
roll out of e-passport photo booths in the UK, following agreement 
with HMPO, and is progressing with the development of banking 
booths. A commitment to investment in innovation, driving 
profitability in the existing estate, strong cash generation and an 
attractive dividend yield all underpin valuation. 

 Interim results were in line with expectations. Revenues grew to 
£122.2m for H1 2018, an increase of 7.8% at constant currency. PBT  
increased  by 3.1% to £32.9m including a gain on the sale of head office 
of £2.3m and re-structuring costs within  the Photo-Me Retail business 
of £0.9m. Our forecasts remain unchanged. 

 Laundry continues to fuel growth with the medium term target of 
deploying (owned and sold) 6,000 units by 2020. This includes both 
Revolution and B2B machines. Total laundry revenue grew 75% to 
£17.3m. The facilities of the Group’s manufacturing partner were moved 
to Poland which has enabled an increase in capacity. 

 The Group completed the acquisition of Inox Equip Ltd and Tersus Ltd.: 
UK B2B Laundry businesses which provide bespoke design, 
procurement and installation of laundry and catering equipment. These 
acquisitions, in combination with the previous deal (Fowler Ltd.), 
continue the diversification strategy of the Group. 

 The Group has continued the deployment of e-passport photo booths in 
Ireland and, following successful discussions with HMPO, this service 
will be rolled out in the UK from December 2017. 

 The Group remains highly cash generative and cash-flow from 
operations in H1 2018 was £39.9m. Consequently, the Group was able 
to invest £18.7m, mainly in the roll out of the Revolution laundry units, 
to drive future growth.  

 Strong dividend growth and attractive yield underpins valuation, with the 
Group maintaining its progressive policy. The interim dividend declared 
was 3.71p, an increase of 20.1% on H1 2017. 
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YE APRIL  2016 2017 2018E 2019E 

Revenue (£M)  184.0 214.6 225.3 236.6 

Adj. EBITDA (£M)  56.7 69.2 73.9 78.4 

Adj. EPS (p)  7.8 9.3 9.7 10.2 

DPS (p)  5.86 7.03 8.44 8.86 

P/E   24.1x 20.2x 19.2x 18.3x 

EV/EBITDA  11.8x 9.7x 9.0x 8.5x 

Yield  3.1% 3.8% 4.5% 4.7% 

Source: Company Information and Progressive Equity Research Estimates 

PHOTO-ME 

SUPPORT SERVICES 

http://www.progressive-research.com/
mailto:dnewton@progressive-research.com
mailto:gevans@progressive-research.com


11 December 2017 

 

 
2 

Interim Results 

Results for H1 2018 were in line with expectations. On a constant currency basis, 
revenues grew by 7.8% to £122.2m and EBITDA grew 7.9%, including a £2.3m profit on 
the sale of the head office and restructuring costs associated with the integration of the 
Asda photo business (now Photo-Me Retail) of £0.9m. For the full year these re-
structuring costs will amount to £2m. Last year there was also a one-off gain of £1m. 
Excluding these items, PBT was £31.5m compared with £30.9m for the same period last 
year at constant currency rates. 

The Group is highly geographically diversified, with no dependence on any one market. 
As a percentage of vending units, Continental Europe represents 51%, UK and Ireland 
is 27% and Asia 22% - this mix has remained relatively constant.  

Continental Europe 

Continental Europe performed strongly with continued roll out of Revolution laundry 
units. In France, the largest contributor to this segment, gross takings from Revolution 
laundry units and laundrettes increased by 40.4%. Across the whole segment, takings 
from operated laundry units increased by 39.4%. At constant currency, revenue in total 
across this segment increased by 2.3% and EBIT was flat at £22.5m. 

UK and Ireland 

Excluding the effects of acquisitions, revenue for UK and Ireland was £25.4m, the same 
as that for H1 2017. EBIT, excluding profits from the sale of head office and restructuring 
costs, was also broadly flat. The operating environment in the UK was more difficult, 
mainly due to the softening of consumer demand and the focus on the restructuring of 
the Photo-Me Retail business.  The group has, however, been able to successfully raise 
photo booth prices from £5 to £6 in the UK and the roll out of e-passport photo booths 
in the UK should help mitigate the effects of macro-economic conditions. The Group is 
restructuring the Photo-Me Retail business so that it conforms to its focus on unattended 
vending services and this should improve profitability in H2 2018. 

Ireland also reports as part of this segment and saw solid progress, Laundry now 
comprising 70% of the country’s total revenue. PBT in Ireland increased 835% which 
reflects the speed at which the product mix has shifted since Revolution units began to 
be deployed in 2015. The successful roll out of secure digital upload technology for 
passport applications in Ireland continued. 

Asia and ROW 

Revenues in Asia declined by 3.0% on a constant currency basis to £22.6m. This 
reflected more challenging market conditions and a lower contribution from the Japan 
My Number ID card programme which will now not become compulsory in the short term. 
The Group sees future growth in Asia coming from investment in laundrette shops. At 
present, the Group operates a small number of shops in Japan. 

Cash and Investment 

Strong cash-flow generation continued. The net cash at the end of H1 2018 was £47.1m 
with free cash flow of £26.9m. This strong cash conversion will continue to drive 
investment and innovation and enable an acceleration in the deployment of Laundry 
units. The Group invested £18.6m in H1 2018, mainly focused on Laundry, through 
acquisition and organic expansion, and this will be a driver of future growth. 
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Revolutionising Laundry 

The Group’s growth strategy will continue to focus strongly on the Laundry business. It 
operates a number of different formats aimed at different markets, and Laundry is now 
the fastest growing business within the Group. Revenue from Laundry grew from 9% of 
total revenues in H1 2017 to 14% in H1 2018.  

Laundry Strategy 

The Group’s medium term target is to deploy 6000 machines by 2020. This will include 
owned and sold Revolution units and B2B machines. In H1 2018, 919 owned and 
operated machines were deployed, 352 B2B machines were sold and 71 Revolution 
units were sold. Sold machines (Revolution and B2B) will account for 35%-40% of the 
mix going forward. 

This growth in the Laundry business represents a significant change in the revenue mix 
of the Group and provides a substantial impetus to future growth. 

Revolution 

Revolution is a 24 hour outdoor, self-service laundry service. The units are high capacity 
machines in high footfall sites, primarily located on the periphery of mid-sized towns in 
locations such as supermarket car-parks and petrol forecourts. The Group leverages 
existing relationships with site owners in order to facilitate rapid roll out. Profitability is 
also improved by utilising existing field support engineers. 

So far the Group has focused on France, Ireland and Portugal in deploying Revolution 
units and sees limited competition. It is also deploying machines in Belgium, Holland 
and Spain at the rate of 60-80 per month. 

At the end of H1 2018 the Group owned and operated 2,332 units, an increase of 47.7% 
on H1 2017, and average monthly takings per mature unit grew to €1,508, an increase 
of 7.7%. The Group estimates that revenues mature within six months of deployment. 
The Group has also sold but operates maintenance contracts on around 800 machines 
(mainly in France).  

At present, the Group is deploying around 100 machines per month but the 
manufacturing partner is moving from Hungary to Poland and will be able to increase 
production to 150 units per month. The Group is aiming for an annual deployment target 
of 1500 p.a. The Group estimates that there is the potential for the deployment of 20,000-
30,000 Revolution machines in Europe. 

Laundrettes 

The Group operated 66 laundrettes globally as at the end of H1 2018 and is continuing 
to expand. The market is highly fragmented and the competing offerings are generally 
of lower quality. Photo-Me acquires leasehold sites with strict investment criteria and 
renovates the site and installs its own designed, highly efficient machines. 

The Group has a significant cost advantage in being a large scale operator. It is able to 
pay significantly less for the manufacture of machines than its competitors and it 
operates on EBITDA margins of around 45% 

There are also six laundrettes in Japan. Japan is potentially the largest market as it is 
estimated to be worth €10bn per annum. It is, however, more difficult to source sites and 
it will take time to cultivate market knowledge. 
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The Group will continue to open laundrettes in Europe and Japan. There are a total of 
60 laundrettes in Europe, principally in France and Belgium but also in Ireland and 
Portugal. The Group has been very successful in identifying viable sites. It aims to 
become the largest branded chain in Europe, using its scale and expertise to take 
substantial market share. 

B2B Laundry 

A third strand to the Laundry business is B2B. The group acquired Fowler (UK) Ltd in 
2015 and earlier this year also acquired Inox Equip Ltd. and Tersus Ltd. These 
companies design, procure and lease laundry and catering equipment to businesses 
and institutions. Although these businesses currently only operate in the UK the Group 
has indicated that it would consider further bolt-on acquisitions. 

 

Growth Drivers 

For all these businesses growth will be driven by 

 Demand for high capacity laundry services 

 Competitive pricing 

 Convenience and quality of offering 

 Limited competition 
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Identification 

Identification remains a focus for R&D in the search for expanding the revenue 
generating capacity of existing and new sites. 

On-line Passport Applications 

In H1 2018, the Group continued its deployment of encrypted photo ID upload 
technology for on-line passport applications in Ireland. There are currently 200 such 
photo booths operating in Ireland with a target of 300 by April 2018. 

The Group has also successfully concluded discussions with HMPO and will be 
deploying similar booths to those in Ireland from December 2017. 

Banking Booths 

The Group has show-cased its new banking booth technology at the TRUSTECH event 
in November. The aim is to use the existing photo booth network to provide front-end 
banking services in partnership with a number of banks.  

Growth Drivers 

 Steady replacement rates of official documents 

 Population growth 

 Increased travel 

 Increased appetite from governments for secure digitalised ID services. 
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Kiosks 

The Group has continued to deploy digital printing kiosks. These allow customers to 
download their own photographic images and have them printed in a large number of 
formats. 

Compared to the same period last year a net of 311 kiosks were deployed mainly in the 
UK. Average takings across the Group were £800 per month per machine, rising to 
£1,500 in the UK. 

Following the acquisition of the Asda photo business last year, the Group intends to 
refocus these operations so that they provide online and unattended digital printing kiosk 
services with manned retail outlets to be progressively closed. The re-structuring cost 
was £0.9m in H1 with an estimated £1.1m in H2. This action should boost the profitability 
of the business in H2. 

Growth Drivers 

 Increased use of smartphones which accounted for 80% of all photos taken in 2016 

 Digital photo sharing across social media platforms 

 Fragmented market with opportunities across Europe, Asia and the USA. 
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The Value of Cash 

There are various methods of valuation which may be appropriate to Photo-Me. The 
strong FCF generation lends itself to a reverse DCF valuation and whilst there are no 
direct peer comparatives, there are companies engaged in vending (albeit food), laundry 
and catering support services. Although Photo-Me is a non-food vendor, it is still 
somewhat defensive in nature. We also look at underlying asset value as the company 
essentially earns a return on investment from tangible assets as well as considering 
dividend and free cash flow yield. 

Comparative Valuation 

Although there are competing photo booth, kiosk and laundry businesses, lack of 
segmental information in competitors makes divisional analysis of EV/EBITDA multiples 
difficult. Instead we have chosen to compare Photo-Me to Compass and Sodexo both 
of which are support services companies variously engaged in vending, laundry and 
catering. They are both publicly quoted, Compass in the UK and Sodexo in France. 
However, like Photo-Me they both operate global businesses. They are considerably 
larger than Photo-Me; Compass has a market capitalisation of £25bn and Sodexo has 
a market capitalisation of €16bn. 

 

Peer Analysis 

 

Source: Bloomberg, Company Information, Progressive Equity Research 
Estimates. 

 

All data is the table is for the relevant calendar year and prices are as at 8 December 
2017. 

Although Photo-Me is a considerable premium on an EV/Sales basis, probably due to 
its much higher margins, on an EV/EBITDA basis the valuation of Photo-Me is much 
more compelling. This reflects the stronger growth and cash generation of Photo-Me.  

Compared to the UK support services sector as a whole, Photo-Me trades in line with 
peers. The median P/E for 2017 is 19.5x and 18.5x for 2018. 

DCF Analysis 

Our forecast assumes continued steady cash-flow coming from photo booths and kiosks 
and an expansion in the laundry business to 6000 units by the end of 2020.This strongly 
cash generative business lends itself to DCF analysis. The table below shows a variety 
of growth assumptions beyond our forecast period over a variety of time horizons before 
the group reverts to terminal growth of 1.5%. The blue shaded areas show the variety of 
assumptions where the implied share price is higher than the current price. So, for 
example, if the Group grows at 5% p.a. for the next 6 years and then reverts to terminal 
growth, then the implied share price is 190p. 

 

EV/Sales (x) EV/EBITDA (x) P/E (x)

2017 2018E 2017 2018E 2017 2018E

Photo- Me 3.0 2.9 9.2 8.6 19.5 18.5

Compass 1.1 1.1 11.9 11.2 19.2 18.0

Sodexo 0.9 0.8 10.7 10.1 19.5 19.2
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Implied Share Price (p) for various assumptions for growth and length of time of growth 

 

Source: Company Information and Progressive Equity Research Estimates 

 

 

We have used a WACC of 7.5% which may seem low for a debt-free company but with 
a beta of 0.3 we believe it is justifiable. 

Asset Backing and Yield 

Photo-Me is an asset backed company relying on tangible assets and capitalised R&D 
to generate returns. The Net Asset Value per share is 35.8p for 2018 and 37.4p for 2019. 
This represents 19% and 20% respectively of the current share price. The post-tax return 
on equity is forecast at 27.9% for 2018 and 28.1% for 2019. Photo-Me has strong yield 
backing. The dividend yield for 2018 is 4.5% and 4.7% for 2019. This compares to 
c.2.5% for both Compass and Sodexo for both of those years and a sector average of 
2.5% for 2018 and 2.7% for 2019. The dividend is also well covered by free cash-flow. 
Free cash-flow yield for 2018 and 2019 for Photo-Me is 5.2% and 5.7% respectively. 
This compares to Compass and Sodexo where yields are between 4.5% and 5.6%. 

 

 

 

 

 

 

Growth

2% 3% 4% 5% 6% 7% 8% 9% 10%

Years of Growth

Beyond Forecast

1 160 161 162 164 165 168 169 171 172

2 161 164 166 169 172 178 181 184 186

3 162 166 170 175 179 187 192 196 201

4 163 169 174 180 185 197 203 209 216

5 165 171 178 185 192 206 214 223 231

6 166 173 181 190 199 216 226 236 247

7 167 176 185 195 205 225 237 250 263

8 168 178 188 199 211 235 249 264 279

9 169 180 191 204 217 244 260 277 296

10 169 181 194 208 224 254 272 292 313
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Risks and Challenges 

 

Source: Company Information and Progressive Equity Research 
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Financial Tables 

 

Source: Company Information and Progressive Equity Research Estimates 

 

PROFIT & LOSS FY1-16A FY-17A FY-18E FY-19E

Revenue 184.0 214.6 225.3 236.6

Adj EBITDA 56.7 69.2 73.9 78.4

Adj EBIT 40.0 46.8 49.6 52.1

Reported PBT 40.0 48.0 50.7 53.3

Fully adj PBT 40.0 48.0 50.7 53.3

NOPAT 54.6 47.2 28.1 24.3

Reported EPS (p) 7.7 9.3 9.7 10.2

Fully adj EPS (p) 7.7 9.3 9.7 10.2

Dividend per share (p) 5.9 7.0 8.4 8.9

CASH FLOW & BALANCE SHEET FY-17A FY-18E FY-19E

Operating cash f low 37.6 61.2 74.2 78.7

Free Cash f low  (£m) 37.6 5.7 36.7 40.5

FCF per share (p) 10.0 1.5 9.7 10.7

Acquisitions 0.0 0.0 0.0 0.0

Disposals 0.0 0.0 0.0 0.0

Shares issued 0.0 0.8 0.8 0.8

Net cash flow 19.4 (25.5) 11.6 7.5

Overdrafts / borrow ings (10.8) (10.7) (8.9) (7.2)

Cash & equivalents 71.0 47.5 57.3 63.0

Net (Debt)/Cash 60.2 36.8 48.4 55.9

NAV AND RETURNS FY-16A FY-17A FY-18E FY-19E

Net asset value 122.8 129.2 135.1 141.2

NAV/share (p) 32.6 34.3 35.8 37.4

Net Tangible Asset Value 102.4 103.8 107.9 112.7

NTAV/share (p) 27.2 27.5 28.6 29.9

Average equity 113.6 126.0 132.1 138.2

Post-tax ROE (%) 25.7% 27.7% 27.9% 28.1%

METRICS FY-16A FY-17A FY-18E FY-19E

Revenue grow th n.a 16.6% 5.0% 5.0%

Adj EBITDA grow th n.a. 22.1% 6.8% 6.1%

Adj EBIT grow th n.a. 16.8% 6.1% 5.0%

Adj PBT grow th n.a. 19.9% 5.7% 5.1%

Adj EPS grow th n.a. 19.5% 5.2% 5.1%

Dividend grow th n.a. 20.0% 20.0% 5.0%

Adj EBIT margins 21.8% 21.8% 22.0% 22.0%

VALUATION FY-16A FY-17A FY-18E FY-19E

EV/Sales 3.6 3.1 3.0 2.8

EV/EBITDA 11.8 9.7 9.0 8.5

EV/NOPAT 12.2 14.2 23.8 27.5

PER 24.1 20.2 19.2 18.3

Dividend yield 3.1% 3.8% 4.5% 4.7%

FCF yield 5.3% 0.8% 5.2% 5.7%
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