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COMPANY DESCRIPTION 

Xaar manufactures specialist industrial and 
commercial digital printheads, used in a 
variety of applications. 

https://www.xaar.com 
PERLPARA 

Strong FY22 but China and costs impact FY23 

Xaar’s update for the year ended 31 December 2022, issued today, states 
that revenue is expected to be c.£74m and adjusted PBT ‘on track’. This 
revenue figure is slightly ahead of our estimate but more importantly 24% 
ahead of the prior year, with much of this growth having been organic. We 
adjust our expectations for FY23 to reflect an element of ongoing caution 
on China, as well as cost increases across the business.  However, with its 
aqueous printhead, Aquinox, successfully launched and the factory 
reorganisation expected to be complete by March, Xaar remains on the 
front foot from strategic, operational and financial perspectives.  Nothing 
has fundamentally changed within the business – our new outlook for FY23 
is more prudent, but hopefully allows for strong growth in FY24 estimates, 
which we expect to introduce with results in March.  

▪ Strong revenue performance with profit on track.  Revenue for FY22 is 
expected to be approximately £74m, up 24% on the prior year’s £59.3m. 
Organic growth was 9%, the balance being acquisitions. We note that this 
growth was achieved against the backdrop of Covid-related challenges in 
China. The expected adjusted PBT for the year is described as ‘on track’.   

▪ Inventory build distorts cash figure. Net cash at the year-end was £8.6m.  
This is below our estimate for net cash pre-leases of £12.0m, but given the 
factory reorganisation we expect that the bulk of this variance lies in the 
inventory figure and that it will be more than recovered in FY23. 

▪ Aqueous product launched. The most significant product launch of the 
year was the aqueous printhead, Aquinox, in November – see our note for 
more information on how this exciting new product could help drive Xaar 
in both existing markets and important new segments. 

▪ Factory reorganisation going to plan. The factory reorganisation was 
started in December and looks to be running to schedule (completion by 
March 2023), with improvements expected in efficiency, power 
consumption, and general manufacturing and operational costs. 

▪ China and cost increases lead to estimate revisions. We have trimmed 
our FY23 sales estimates to reflect uncertainty in China, and revised our 
margin assumptions due to significant rises in input prices (labour and 
energy) – see overleaf.  Although growth in revenue is more muted, and 
the impact on profit is amplified by the group’s mid-transitional position, 
we expect operational gearing to continue to benefit the business as it 
sees market traction in 2023, 2024 and beyond. 
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FYE DEC (£M) 2019 2020 2021 2022E 2023E 

Revenue 49.4 48.0 59.3 73.3 79.6 

Adj EBITDA -4.9 0.1 3.2 5.6 6.9 

Fully Adj PBT -8.0 -3.9 -0.6 1.4 2.5 

Fully Adj Dil EPS (p) -15.1 -5.2 -0.1 1.7 3.2 

EV/Sales (x) 3.0x 3.1x 2.5x 2.0x 1.9x 

EV/EBITDA (x) -30.9x 2417.1x 47.1x 26.6x 21.8x 

PER (x) N/A N/A N/A 116.6x 63.6x 

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

While we have confidence in the outcome for FY22 following today’s trading update, we 
are taking this opportunity to revisit our estimates for FY23.  We have not changed our 
FY22 estimates, thus allowing readers to compare our pre-existing forecasts with the actual 
results when they are published, likely in March 2023.  

Our estimates were set in June 2022 when we (and investors broadly) were more optimistic 
about a materially growing Chinese economy post Covid and, to a lesser extent, about the 
prospects for the global economy.  Since that time, although China is reopening at pace, 
many commentators have begun to question the broader economic rebound that this 
unlocking is expected to deliver.  Closer to home, cost inflation has continued, and arguably 
become more prevalent.  For these twin reasons, we make a modest reduction to our FY23 
revenue estimate, but a more-material reduction to our profit expectations for the year.   

A key attraction for investors is Xaar’s high contribution margins, which we would expect 
to drive significant increases in profitability as revenue growth escalates.  However, in the 
short term this operational gearing, and the low absolute level of profitability, combine to 
generate what appears to be a material percentage reduction in adjusted PBT (and other 
metrics).   

Changes to estimates 

 

Source: Progressive Equity Research, company information 

No fundamental change to the business or its positioning 

We would still expect the group to grow both revenue and profit during FY23, and hopefully 
our new forecasts represent a cautious base that could allow for upgrades as we refine our 
estimates during the year.  Specifically, if China’s reopening proceeds smoothly and results 
in a rapid rebound in economic activity, this could provide reason for re-upgrading our 
near-term estimates, both in revenue and profit terms.  

We expect to add FY24 estimates alongside the full-year results in March 2023, and at this 
stage would anticipate these showing further significant growth, especially in percentage 
terms at the adjusted PBT and adjusted EPS levels.  This highlights our confidence that, 
although the short-term landscape has become more challenging than we had expected six 
months ago, the end markets are fundamentally unaltered, and the group’s position 
remains strong.   

  

£m unless stated Old New Change (%)

Revenue 81.6 79.6 -3%

Adj EBITDA 8.8 6.9 -22%

Fully adj PBT 4.4 2.5 -44%

Fully adj Dil EPS (p) 5.6 3.2 -44%

Cash 12.2 11.3 -7%

FY23E
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Financial Summary: Xaar 

Year end: December (£m unless shown)      
      
PROFIT & LOSS 2019 2020 2021 2022E 2023E 
Revenue 49.4  48.0  59.3  73.3  79.6  
Adj EBITDA (4.9) 0.1  3.2  5.6  6.9  
Adj EBIT (7.9) (3.7) 0.6  1.6  2.7  
Reported PBT (10.9) (4.3) 1.0  0.9  2.0  
Fully Adj PBT (8.0) (3.9) (0.6) 1.4  2.5  
NOPAT (2.9) (3.1) 0.0  1.1  2.0  
Reported EPS (p) (18.7) (5.7) 0.9  1.1  2.5  
Fully Adj Dil EPS (p) (15.1) (5.2) (0.1) 1.7  3.2  
Dividend per share (p) 0.0  0.0  0.0  0.0  0.0  

      
CASH FLOW & BALANCE SHEET 2019 2020 2021 2022E 2023E 
Operating cash flow (13.2) (4.3) (2.2) (3.4) 5.0  
Free Cash flow (9.8) (2.8) (2.1) (3.4) 5.0  
FCF per share (p) (12.5) (3.6) (2.6) (4.4) 6.4  
Acquisitions (0.6) (0.6) (1.4) (9.6) (5.8) 
Disposals 0.0  0.0  9.2  0.0  0.0  
Shares issued 0.0  0.0  0.2  0.0  0.0  
Net cash flow 0.3  (4.7) 5.1  (13.0) (0.7) 
Overdrafts / borrowings (4.0) (2.6) (9.7) (8.7) (7.3) 
Cash & equivalents 24.8  18.0  25.1  12.0  11.3  
Net (Debt)/Cash 20.8  15.4  15.3  3.3  4.0  

      
NAV AND RETURNS 2019 2020 2021 2022E 2023E 
Net asset value 70.3  56.2  68.8  70.2  72.6  
NAV/share (p) 89.8  71.7  87.8  89.6  92.7  
Net Tangible Asset Value 41.0  29.6  44.4  43.3  43.7  
NTAV/share (p) 52.3  37.8  56.7  55.3  55.8  
Average equity 101.1  63.2  62.5  69.5  71.4  
Post-tax ROE (%) (112.8%) (28.0%) 17.8% 1.2% 2.7% 

      
METRICS 2019 2020 2021 2022E 2023E 
Revenue growth  (2.8%) 23.5% 23.7% 8.6% 
Adj EBITDA growth  (101.3%) 5033.9% 76.9% 21.8% 
Adj EBIT growth  (52.7%) (115.3%) 180.6% 70.6% 
Adj PBT growth  (50.8%) (85.4%) (337.7%) 83.2% 
Adj EPS growth  (65.3%) (98.5%) (2267.0%) 83.2% 
Dividend growth  N/A N/A N/A N/A 
Adj EBIT margins  (7.8%) 1.0% 2.2% 3.4% 

      
VALUATION 2019 2020 2021 2022E 2023E 
EV/Sales (x) 3.0 3.1 2.5 2.0 1.9 
EV/EBITDA (x) -30.9 2417.1 47.1 26.6 21.8 
EV/NOPAT (x) -51.4 -48.3 -4982.1 136.3 74.4 
PER (x) N/A N/A N/A 116.6 63.6 
Dividend yield N/A N/A N/A N/A N/A 
FCF yield (6.2%) (1.8%) (1.3%) (2.2%) 3.2% 

 

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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