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COMPANY DESCRIPTION 

ZOO Digital provides subtitling and dubbing 
technology and services to producers of TV 
series and feature films 

www.zoodigital.com 
PERLPARA 

$100m now well within sight 
ZOO has announced strong full year results to 31st March 2022. Good 
momentum has continued, following the trading updates in January and 
April, both of which prompted upgrades. Revenue grew organically by 78% 
and Adjusted EBITDA by an even more impressive 84%, driven by good 
operational gearing and mix - we upgrade FY23E and FY24E forecasts. ZOO 
has a strong order book across all service lines, with increased demand as 
streaming customers push to produce premium content in the right 
geographies and languages, alongside continuing focus on back catalogues. 

▪ Strong FY22 delivered. Revenue grew organically by 78% and Adjusted 
EBITDA by 84% to $8.3m. The conversion of the 7.5% convertible loan 
stock removed the main group borrowings; the cash balance at the 
period-end was $6.0m, benefitting from the $10m placing in April 2021 
and despite significant investment for growth.  

▪ Strength apparent across all business areas. The market is clearly in a 
rapid-development phase, with major customers only really now 
beginning multi-geography rollouts. Media localisation revenues more 
than doubled to $42.2m, and the shift to new titles in H2 delivered 
sequential growth in dubbing of 170%. Media services grew by 55%, 
driven by catalogue content as well regional launches. WarnerMedia, 
NBCUniversal and ViacomCBS have recently launched streaming 
platforms in North America; along with Disney+, these organisations are 
likely to spend significant sums in future on additional localisation.  

▪ Upgrades to estimates. Given strong momentum and operational 
efficiencies we increase FY23E revenue by 12% to $80m and adjusted 
EBITDA by 19% to $9.5m. We also raise FY23E by 12% to $90.2m and 17% 
to $11.5m. Risks to our outer-year forecasts are clearly to the upside.  

▪ Continued confidence in reaching and exceeding $100m target.  ZOO is 
operating in a fast-changing environment, where customer rollouts of 
new territories, new clients and the extension of existing client 
relationships can lead to material projects at relatively short notice. Given 
these positive dynamics, ZOO’s medium-term target of $100m revenue 
appears to be eminently achievable, in our view.   

Overall these results depict a business benefiting from both structural shifts 
towards more-modern localisation within the media industry, and a number 
of material geography rollouts from major customers.  These combined to 
produce a very strong FY22 and suggest that FY23 and beyond will be 
stronger still.  
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FYE MAR ($M) 2020 2021 2022 2023E 2024E 

Revenue 29.8 39.5 70.4 80.0 90.2 

Adj EBITDA 2.1 4.5 8.3 9.5 11.5 

Fully Adj PBT -1.0 0.9 3.1 4.1 6.4 

Fully Adj EPS (c) -1.2 1.0 2.9 3.8 6.2 

EV/Sales (x) 4.8x 3.6x 2.0x 1.8x 1.6x 

EV/EBITDA (x) 67.3x 31.7x 17.3x 15.1x 12.5x 

PER (x) N/A 141.3x 51.1x 39.1x 23.6x 

Source: Company Information and Progressive Equity Research estimates. 
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2  Zoo Digital 

FY22 in review 

Revenue 

ZOO has reported FY22 results consistent with its April ‘22 trading statement. Group 
revenue increased by 78% to $70.4m (FY20: $39.5m), reflecting strong demand from the 
international launches by customers. H2 at $43.5m was significantly ahead of H1 ($26.9m). 
This gives us considerable confidence in our upgraded $80m revenue for FY23. 

Profitability 

Overall gross profit increased by 63% to $22.1m (FY21: $13.6m), which represents a gross 
margin of 31%, (FY21: 35%). The reduction in margin is due to a higher proportion of 
dubbing and metadata services which carry a lower gross margin than mainstream media 
services. Adjusted EBITDA grew to $8.3m (FY21: $4.5m) with an EBITDA margin of 11.8% 
(FY21: 11.5%). Operating expenses increased 49% to $19.2m, in line with ZOO’s strategy to 
invest in people and IT to support growth.  

Reported figures have been hit by a final loan-note related notional accounting charge of 
$1.6m due to revaluation on maturity. Interest on the principal in the year was $0.2m. The 
other component of finance costs relates to the lease of IT equipment, of $0.2m. Overall 
these figures give rise to a PBT of $1.1m versus the non-cash $3.6m loss for FY21. 

Cash 

The cash balance at the period-end was $6.0m, up on $2.9m at the end of FY21, benefitting 
from the $10m placing in April 2021 and despite significant reinvestment for growth. Net 
cash flow from operating activities was $7.2m, (FY21: $6.8m) with an increase in 
depreciation offset by an increase in trade receivables, reflecting the strong sales 
performance in H2. 

Net cash flow from investing activities was $6.1m, including the $4.3m investment in 
international expansion. However, given our forecast increase in revenue, and the 
unwinding of debtors, we are expecting positive operating cashflow this year and next. 

The conversion of the loan stock in September 2021 has removed the main group 
borrowings which decreased from $9.5m to $0.7m. Non-current leases increased from 
$1.8m to $8.0m in FY22, with a new 19,000 square foot office lease in Sheffield for a 10-
year period and property in Los Angeles for 6 years.  
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Divisional growth / analysis  

 
Divisional revenue split by year 

  

Source: Progressive Equity Research estimates 

Media Localisation, which includes subtitling and dubbing, grew revenue by 108% as 
demand for new production work rebounded strongly in H2. Dubbing revenue rose by 
more than 170% half-on-half. Gross profit for the division grew 217% to $9.2m (FY21 
$2.9m), outstripping revenue growth due to higher staff utilisation. The gross margin at 
22% reflects investment in people to expand capacity, and management expect an upward 
trend in future years. 

Media Services grew by 51% as the group saw an increase in catalogue content work and 
regional launches of streaming platforms. Gross profit grew 35% to $15.3m, with a lower 
gross margin of 58% (FY21 65%) due to mix effects around the type of work being done. 

Structural tailwinds  

With fresh content the key differentiator of streaming providers, each service is under 
pressure to add new, high-quality titles to attract and retain viewers. This has driven the 
volume of original programme production to an all-time high. Market commentator 
Ampere Analysis reported that global spend on such content reached $220bn in 2021 and 
is expected to grow strongly in 2022 and beyond. Of this total, around $50bn was estimated 
to have been spent by major streaming services. By extrapolating the spend on media 
localisation by Netflix in 2021 and applying the proportion to a $50bn spend by the major 
players, management estimate the addressable market for media localisation alone is  
$1.5bn, with the addressable market for media services incremental to this. 

New geographies are a key driver of growth and a significant contributing factor to the 
strong performance in the period, with regional launches from ZOO’s clients in Southeast 
Asia, Central and Eastern Europe, the Middle East and Africa.  ZOO is arguably ahead of the 
curve, having announced its global growth strategy in FY21. The roll-out of its regional 
launches to date include ZOO Turkey, ZOO Korea, ZOO India and ZOO Denmark. There is a 
clear shift towards an international audience as highlighted by the projections from Netflix 
below. US streaming penetration is estimated to be 85%, with global subscribers expected 
to grow by 43% by 2026. 
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Streaming providers are increasingly focused on territories other than the USA – this 
involves creation or acquisition of new content, and translation (subtitling or dubbing) into 
the relevant languages.  There is an increasing level of interest in English-speaking countries 
for content originally produced in other languages; consider the strength of the Korean 
‘Squid Game’ series and many Scandinavian crime-drama series.   

Three DTC (direct to consumer) streaming services were launched recently by major US 
media companies: HBO Max from Warner Bros Discovery (the merger of AT&T’s 
WarnerMedia unit and Discovery Inc. which completed in April 2022), Peacock from 
NBCUniversal (a subsidiary of Comcast) and Paramount Plus from Paramount Global 
(formerly ViacomCBS, the merger of Viacom and CBS which completed in December 2019). 
These services have only recently begun their international rollout, lagging the first DTC 
major, Disney+, by over two years. 
 

Well positioned ‘end to end’ operator 

ZOO sells to almost all the main media organisations predominantly in the US. It has the 
capability to deliver highly scalable subtitling, dubbing and media services, with coverage 
of over 40 languages, cloud-based software systems and a large community of freelancers 
which grew by 20% over the past twelve months to 11,028 (FY21: 9,207).   

This ‘end-to-end’ provision and capability puts ZOO in a relatively small group of 
competitors whose services are becoming increasingly prized by the streaming providers, 
which generally lack the required in-house capabilities and scale. ZOO has also 
strengthened its offering with the establishment of mastering services division and 
commenced a significant engagement with a leading media organisation in FY21. 

 
  

Estimated Netflix International versus Domestic growth 

 

Source: MoffetNathanson 
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The scope of the ZOOstudio platform has been extended, enabling it to be further 
embedded within customer operations, and ZOO secured a further customer win during 
the period. In our view, this technology represents a strategically important offering that 
allows ZOO to become ‘part of the furniture’ once ZOOstudio is adopted by a client.  

Material upgrades to estimates 

We increase FY23E revenue by 12% to $80m and with adjusted EBITDA at $9.5m. For FY24E 
we raise revenue by 12% to $90.2m, and adjusted EBITDA by 17% to $11.5m. We expect 
that the current significant investment for growth will begin to level off during FY23 and 
expect a significant uptick in profitability from this point. 

 

  

ZOO – everything between Post production and the streaming platform 

  

Source: Company,  Progressive Equity Research estimates 

ZOO Digital – Estimate changes 

 

  FY23E FY24E 

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

Revenue 71.6 80.0 12% 80.3 90.2 12% 

Adj EBITDA 8.0 9.5 19% 9.9 11.5 17% 

Fully adj PBT 4.0 4.1 3% 7.2 6.4 -11% 

Fully adj EPS (c) 3.1 3.8 20% 6.3 6.2 -2% 

  

Source: Progressive Equity Research estimates 
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The chart below demonstrates recent revenue progression, in the context of the group’s 
medium-term revenue target. ZOO is operating in a fast-changing environment, where 
customer rollouts of new territories, new clients and the extension of existing client 
relationships can lead to material projects without much notice or lead times.  Given these 
positive dynamics, ZOO’s medium-term target of $100m revenue appears to be easily 
achievable, in our view.   

ZOO Digital – revenue growth over historical years, estimates for FY23 & FY24, with medium term target 

 

 

Source: Progressive Equity Research estimates 

 

 

Conclusion 

Overall these results depict a business benefiting from both structural shifts towards 
localisation within the media industry, and a number of material geography rollouts from 
major customers.  These combined to produce a very strong FY22 and suggest that FY23 
and beyond will be stronger still.  

Despite the high-profile battles between ZOO’s customers for subscriber wallet share, ZOO 
itself can continue to benefit from the ongoing (and increasing) focus on provision of high-
quality content – in the right geographies and in the right languages.   

Having significantly scaled up its operations including people, office space and IT systems 
we believe that ZOO is now in a position to double revenues from its current cost base and 
is entering a profitable growth phase. 

ZOO has a good penetration with one of the major streaming players and is forging 
relationships with other major players, that have lagged in terms of their streaming and 
international proposition. Customer rollouts of new territories and new clients can lead to 
material projects with quick lead times.  ZOO’s medium-term target of $100m revenue 
appears to be easily achievable, and we look forward to further updates in due course. 
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Financial Summary: Zoo Digital 

Year end: March (US$m unless shown)      
      
PROFIT & LOSS 2020 2021 2022 2023E 2024E 
Revenue 29.8  39.5  70.4  80.0  90.2  
Adj EBITDA 2.1  4.5  8.3  9.5  11.5  
Adj EBIT (0.3) 1.6  3.7  4.4  6.4  
Reported PBT 0.0  (3.6) 1.1  4.1  6.4  
Fully Adj PBT (1.0) 0.9  3.1  4.1  6.4  
NOPAT (0.3) 1.4  3.1  3.7  5.5  
Reported EPS (c) 0.4  (4.2) 1.5  5.3  7.6  
Fully Adj EPS (c) (1.2) 1.0  2.9  3.8  6.2  
Dividend per share (c) 0.0  0.0  0.0  0.0  0.0  

      
CASH FLOW & BALANCE SHEET 2020 2021 2022 2023E 2024E 
Operating cash flow 1.0  6.3  5.2  8.1  8.8  
Free Cash flow 0.3  4.1  0.8  4.2  4.9  
FCF per share (c) 0.4  5.4  0.9  4.9  5.8  
Acquisitions 0.0  0.0  (3.0) 0.0  0.0  
Disposals 0.0  0.0  0.0  0.0  0.0  
Shares issued 0.0  0.1  10.1  0.0  0.0  
Net cash flow (0.9) 1.8  3.0  2.7  3.4  
Overdrafts / borrowings (8.0) (11.2) (9.1) 0.0  0.0  
Cash & equivalents 1.2  2.9  6.0  8.7  12.1  
Net (Debt)/Cash (6.8) (8.3) (3.2) 8.7  12.1  

      
NAV AND RETURNS 2020 2021 2022 2023E 2024E 
Net asset value 5.3  7.6  27.7  32.2  39.1  
NAV/share (c) 7.1  10.2  32.6  37.9  46.0  
Net Tangible Asset Value 3.6  28.2  47.2  47.7  51.2  
NTAV/share (c) 4.9  37.7  55.5  56.1  60.2  
Average equity 5.3  7.6  27.7  32.2  39.0  
Post-tax ROE (%) 6.0% (41.7%) 4.8% 13.9% 17.4% 

      
METRICS 2020 2021 2022 2023E 2024E 
Revenue growth 3.4% 32.7% 78.1% 13.6% 12.8% 
Adj EBITDA growth 427.9% 112.1% 83.6% 14.6% 21.0% 
Adj EBIT growth (71.6%) (638.8%) 127.1% 19.9% 45.7% 
Adj PBT growth N/A N/A N/A N/A N/A 
Adj EPS growth N/A N/A N/A N/A N/A 
Dividend growth N/A N/A N/A N/A N/A 
Adj EBIT margins (1.0%) 4.1% 5.2% 5.5% 7.1% 

      
VALUATION 2020 2021 2022 2023E 2024E 
EV/Sales (x) 4.8 3.6 2.0 1.8 1.6 
EV/EBITDA (x) 67.3 31.7 17.3 15.1 12.5 
EV/NOPAT (x) -481.1 105.1 46.0 38.4 26.3 
PER (x) N/A 141.3 51.1 39.1 23.6 
Dividend yield N/A N/A N/A N/A N/A 
FCF yield 0.2% 3.7% 0.6% 3.4% 3.9% 

 

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 
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