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ZOO.L 

 78p 

Market Cap: £57.9m 

 

SHARE PRICE (p) 
 

 

12m high/low 170p/44p 

Source: LSE Data 

 

KEY INFORMATION 

Enterprise value £61.2m 

Index/market AIM 

Next news Interims - 4 Nov 2019 

Gearing 5.7% 

Interest cover 2.2x 

 

ZOO DIGITAL IS A RESEARCH CLIENT OF 
PROGRESSIVE 

 

Poised to perform 

ZOO has delivered a strong AGM update, highlighting a solid 
performance in H1 to date, with profitability buoyed by high-margin 
technical work.  The industry appears to be (albeit very slowly) 
establishing procurement platforms to build and manage the multiple 
new systems needed in the rush to direct-to-consumer models.  We 
make no changes to forecasts, but look forward to further 
announcements during H2 and beyond.  

▪ H1 performance  The AGM update provides no specific financial detail 
but it appears that EBITDA is ahead of expectations for this stage of the 
year, although we infer that revenue may be slightly lagging.  The RNS 
states that the previous year’s softening of localisation sales “continued 
into the first months of the current period”, but there is also commentary 
around a major content producer whose new content and back 
catalogue need to be digitally packaged and localised.  This leads us to 
conclude that H1 has benefited from a good level of high-margin digital 
packaging or reconforming revenue – valuable in its own right, and a 
good precursor to subsequent involvement in broader localisation 
revenue streams from the same customer(s).  DVD packaging has 
continued its previously-described decline, and we assume that it now 
represents a relatively immaterial proportion of overall group sales.   

▪ Industry transition ongoing  The global markets for TV and film 
content are changing rapidly.  Spurred by the success of Netflix and 
others, the major film and TV studios are, en masse, moving to offer 
“direct-to-consumer” subscription-based platforms .  This is likely to lead 
to significant additional work for ZOO and others, but the changes 
involved have led to a degree of dislocation of the usual buying patterns; 
this is what led to part of last year’s disappointment.  We are pleased to 
see the group now describe itself as “a de facto preferred vendor for a 
major content producer” as mentioned above – this bodes well for 
additional localisation (subtitling and dubbing) revenues over time, as 
the procurement processes become more established.  

Overall the group appears to be benefiting from some high-margin 
work normally sold alongside (or in advance of) its traditional 
subtitling and newer dubbing services.  This is offsetting the ongoing 
delays as the industry continues to build new supply chains, and we 
believe bodes well for future relationships, inclusion in the most 
valuable vendor programmes, and long-term value creation. 
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FYE MAR ($M) 2017 2018 2019 2020E 2021E 

Revenue 16.5 28.6 28.8 34.9 43.3 

Adj EBITDA 1.8 2.4 0.4 2.4 4.8 

Fully Adj PBT -0.1 0.5 -1.4 1.1 3.5 

Fully Adj EPS (c) 0.4 0.9 -1.7 1.3 3.5 

EV/Sales (x) 4.8x 2.8x 2.8x 2.3x 1.8x 

EV/EBITDA (x) 44.7x 33.2x 196.5x 32.9x 16.6x 

PER (x) 258.3x 115.5x N/A 77.4x 29.4x 

Source: Company Information and Progressive Equity Research estimates 
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Financial Summary: Zoo Digital 

Year end: March (US$m unless shown)      

      

PROFIT & LOSS 2017 2018 2019 2020E 2021E 

Revenue 16.5  28.6  28.8  34.9  43.3  

Adj EBITDA 1.8  2.4  0.4  2.4  4.8  

Adj EBIT 0.5  0.9  (1.0) 1.0  3.4  

Reported PBT 0.5  (5.0) 1.1  0.8  3.2  

Fully Adj PBT (0.1) 0.5  (1.4) 1.1  3.5  

NOPAT (1.0) 1.4  2.0  1.0  2.9  

Reported EPS (c) 2.4  (6.4) 2.2  0.9  3.3  

Fully Adj EPS (c) 0.4  0.9  (1.7) 1.3  3.5  

Dividend per share (c) 0.0  0.0  0.0  0.0  0.0  

      
CASH FLOW & BALANCE SHEET 2017 2018 2019 2020E 2021E 

Operating cash flow 1.5  0.5  0.9  2.6  4.2  

Free Cash flow 1.0  0.1  0.6  1.2  2.4  

FCF per share (c) 3.1  0.1  0.9  1.7  3.2  

Acquisitions 0.0  0.0  0.0  0.0  0.0  

Disposals 0.0  0.0  0.0  0.0  0.0  

Shares issued 0.0  3.0  0.0  0.0  0.0  

Net cash flow 0.3  1.8  (0.4) 0.7  1.9  

Overdrafts / borrowings (6.2) (9.0) (6.1) (6.1) (0.8) 

Cash & equivalents 0.6  2.4  1.8  2.6  4.5  

Net (Debt)/Cash (5.6) (6.6) (4.3) (3.6) 3.7  

      
NAV AND RETURNS 2017 2018 2019 2020E 2021E 

Net asset value 2.6  2.6  4.7  5.6  14.1  

NAV/share (c) 7.8  3.5  6.3  7.5  17.7  

Net Tangible Asset Value 1.1  0.9  0.9  1.7  2.9  

NTAV/share (c) 3.3  1.2  1.3  2.3  3.7  

Average equity 2.6  2.6  4.7  5.3  13.2  

Post-tax ROE (%) 30.9% (185.1%) 32.1% 12.4% 19.6% 

      
METRICS 2017 2018 2019 2020E 2021E 

Revenue growth 41.7% 73.2% 0.9% 21.2% 24.2% 

Adj EBITDA growth 1041.0% 34.6% (83.1%) 496.8% 98.7% 

Adj EBIT growth (146.5%) 78.4% (214.6%) (196.9%) 234.5% 

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 3.1% 3.2% (3.6%) 2.9% 7.8% 

      
VALUATION 2017 2018 2019 2020E 2021E 

EV/Sales (x) 4.8 2.8 2.8 2.3 1.8 

EV/EBITDA (x) 44.7 33.2 196.5 32.9 16.6 

EV/NOPAT (x) -82.7 57.9 39.8 78.2 27.5 

PER (x) 258.3 115.5 N/A 77.4 29.4 

Dividend yield N/A N/A N/A N/A N/A 

FCF yield 3.0% 0.1% 0.8% 1.6% 3.1% 
 

Source: Company information and Progressive Equity Research estimates 
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Disclaimers and Disclosures 

Copyright 2019 Progressive Equity Research Limited (“PERL”).  All rights reserved.  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. 


