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COMPANY DESCRIPTION 

RBG is a unique professional services group, 
with a diversified revenue base and 
commercially driven management team. 

www.rbgholdings.co.uk 
PERLPARA 

Refocus on professional services  
RBG has confirmed that results for the year ended 31 December 2022 are 
expected to be in line with guidance.  This follows a December update 
flagging a £4.0m non-cash write-off for LionFish. Although there could be 
considerable upside within the LionFish portfolio, it has the potential to 
cause swings in the overall group financial performance. This uncertainty 
has weighed on the shares, in our view, distracting from the success of the 
Rosenblatt and Memery Crystal (MC) integration. We welcome the 
announcement that management is looking to concentrate on the high-
margin, stable, cash-generative professional services businesses, 
Rosenblatt Legal Services (RBGLS) and Convex Capital, while looking to 
reduce exposure to LionFish, with discussions underway.  We also note 
today’s announcement that Nicola Foulston, CEO, has left the group, and 
await further information around a replacement in due course.  

▪ We maintain our revenue and EBITDA estimates and aim to introduce 
FY24E at the FY results. Management confirms that FY22 revenue, 
adjusted EBITDA and adjusted PBT are expected to be in line with current 
market consensus (£49.5m, £11.2m and £6.9m, respectively); we have 
updated our adjusted PBT and EPS earnings figures to reflect this 
guidance.   Management remains committed to the dividend policy, with 
the interim dividend to be announced at the results.  

▪ Refocus on professional services. The integration of MC is complete and 
the group’s diversified professional services revenue model has proved 
resilient against economic uncertainty, with an uptick in demand for its 
contentious legal offering. In the December update, management noted 
RBGLS had performed ahead of expectations. We forecast further margin 
improvement in the coming financial year, and management is confident 
in achieving its medium-term target of an EBITDA margin of 35% or above.  

▪ LionFish divestment. Management has held discussions with a number of 
interested parties regarding litigation finance subsidiary LionFish; the 
business was seen by some as a departure from the high-margin, stable, 
cash-generative core business, and raised concerns around IHT.  Although 
the group’s balance sheet remains strong, an exit from LionFish will free 
up capital to reignite the M&A strategy within professional services.  

▪ Outlook. RBG has entered FY23 with good momentum. Solid demand for 
legal services is continuing despite economic uncertainty. Delayed 
contributions from Convex are expected to flow into FY23, underpinning 
management’s confidence in current market expectations.  
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FYE DEC (£M) 2019 2020 2021 2022E 2023E 

Revenue 23.7 25.3 47.2 50.2 51.6 

Adj EBITDA 9.4 7.2 13.8 11.0 15.0 

Fully Adj PBT 7.6 4.8 10.1 6.9 11.0 

Fully Adj Dil EPS (p) 7.5 4.2 8.5 5.6 8.7 

EV/Sales (x) 3.4x 3.2x 1.7x 1.6x 1.6x 

EV/EBITDA (x) 8.5x 11.1x 5.8x 7.4x 5.4x 

PER (x) 8.8x 15.7x 7.8x 11.9x 7.7x 

Source: Company Information and Progressive Equity Research estimates. 
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Trading details 

Management has reiterated that the full year to 31 December 2022 is expected to be in 
line with the guidance given at the December trading update. We therefore leave our 
revenue and EBITDA forecasts for the full year unchanged, with revenue of £50.2m and 
adjusted EBITDA of £11m, broadly in line with consensus expectations. Our FY22 estimates 
include one-off restructuring costs that will deliver a return in FY23 – we have updated our 
adjusted PBT and EPS estimates to reflect the consensus figures given in today’s RNS. 
 
The group is refocusing on its professional services business, comprising legal services 
practice RBGLS and specialist sell-side corporate finance boutique Convex Capital. Also, as 
announced in the December update, management is looking to reduce its exposure to 
LionFish, which will free up capital to focus on RBGLS and Convex. 
 
Commercial management is at the very heart of the group and its KPIs for RBGLS tend to 
outperform its peers in terms of margin, lock-up days, revenue per fee earner and 
utilisation rates (see our initiation note, Diversified revenue stream … and high margin, 19 
July 2022). RBGLS is now much more balanced between dispute resolution, real estate and 
corporate work. However, in more difficult economic times, dispute resolution often 
experiences an uptick in demand as businesses look to alleviate economic damage through, 
for example, insurance claims and insolvency disputes. 
 

 
 

Outlook 

The professional services business continues to drive profitable top-line growth. The 
medium- and long-term drivers to growth appear fully intact, with strong demand for 
contentious legal services, while its diversified legal services portfolio has offset lower 
demand for the corporate offering given difficult economic conditions. This is coupled with 
a good contribution from Convex expected in FY23, given the current deal pipeline.  

These factors underpin management’s confidence in current market expectations, and we 
forecast incremental margin progression as cost benefits are realised towards 
management’s 35% medium-term target. 

We had argued that the potential future value of LionFish wasn’t being factored into RBG’s 
share price as it remained ‘proof of concept’, with lumpy and unpredictable revenue. The 
£4.0m write-off in early December led to a significant downgrade (see our note LionFish 
losses have a silver lining, 9 December 2022). Therefore, we welcome management’s 
decision to exit LionFish and focus on the high-margin, stable, cash-generative professional 
services business. Acquisitions are central to the RBG investment case, and a LionFish 
disposal will free up capital and resource for the group to revisit its ‘Buy and Build’ strategy. 
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Financial Summary: RBG Holdings 

Year end: December (£m unless shown)      
      
PROFIT & LOSS 2019 2020 2021 2022E 2023E 
Revenue 23.7  25.3  47.2  50.2  51.6  
Adj EBITDA 9.4  7.2  13.8  11.0  15.0  
Adj EBIT 7.9  5.1  10.8  7.2  11.6  
Reported PBT 7.6  7.4  9.2  5.8  10.1  
Fully Adj PBT 7.6  4.8  10.1  6.9  11.0  
NOPAT 6.3  6.8  7.9  5.6  8.8  
Reported EPS (p) 7.5  7.3  7.6  4.5  7.8  
Fully Adj Dil EPS (p) 7.5  4.2  8.5  5.6  8.7  
Dividend per share (p) 2.0  5.0  5.0  3.5  4.7  

      
CASH FLOW & BALANCE SHEET 2019 2020 2021 2022E 2023E 
Operating cash flow 1.5  9.6  7.2  7.2  12.5  
Free Cash flow (0.7) 6.6  5.7  5.7  9.7  
FCF per share (p) (0.8) 7.7  6.2  5.9  10.1  
Acquisitions (6.0) (3.0) (16.6) 0.0  0.0  
Disposals 0.0  0.0  0.0  0.0  0.0  
Shares issued 0.0  0.0  0.0  0.0  0.0  
Net cash flow (11.4) 11.6  (8.8) (2.6) 2.8  
Overdrafts / borrowings 0.0  10.0  19.1  22.2  20.2  
Cash & equivalents 1.9  13.5  4.8  5.3  6.1  
Net (Debt)/Cash 1.9  3.5  (14.4) (16.9) (14.1) 

      
NAV AND RETURNS 2019 2020 2021 2022E 2023E 
Net asset value 42.4  47.0  60.8  60.5  64.8  
NAV/share (p) 51.5  54.9  66.5  63.5  68.0  
Net Tangible Asset Value 7.4  6.3  18.5  15.8  13.5  
NTAV/share (p) 9.0  7.4  20.2  16.6  14.2  
Average equity 38.7  44.7  53.9  60.7  62.7  
Post-tax ROE (%) 16.0% 8.0% 14.4% 7.1% 11.8% 

      
METRICS 2019 2020 2021 2022E 2023E 
Revenue growth 90.0% 6.4% 86.7% 6.4% 2.8% 
Adj EBITDA growth 119.0% (23.5%) 91.0% (20.4%) 36.9% 
Adj EBIT growth 195.6% (34.7%) 111.2% (33.2%) 60.1% 
Adj PBT growth 191.6% (37.7%) 111.7% (31.1%) 57.6% 
Adj EPS growth 182.9% (44.0%) 102.3% (33.5%) 53.6% 
Dividend growth N/A 150.0% 0.0% (30.0%) 33.3% 
Adj EBIT margins 32.1% 20.3% 23.0% 14.4% 22.5% 

      
VALUATION 2019 2020 2021 2022E 2023E 
EV/Sales (x) 3.4 3.2 1.7 1.6 1.6 
EV/EBITDA (x) 8.5 11.1 5.8 7.4 5.4 
EV/NOPAT (x) 12.6 11.9 10.2 14.5 9.3 
PER (x) 8.8 15.7 7.8 11.9 7.7 
Dividend yield 3.0% 7.6% 7.6% 5.3% 7.0% 
FCF yield (1.2%) 11.7% 9.5% 8.8% 15.1% 

 

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 us at: 
+44 (0) 20 7781 5300 
info@progressive-research.com 
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