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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 
 

A strong year – and a lot more to come 
ZOO has delivered a very solid FY21 (to March) in line with the April update, 
with revenues up by a third and Adjusted EBITDA more than doubling.  The 
group has navigated exceptionally well through the COVID-19 pressures, 
adapting its model, investing rapidly in new areas of growth and helping 
customers flex their own businesses to suit the new world.  We see material 
long-term growth potential as customers continue to invest in content (both 
new and old) and ZOO’s skillsets and capabilities are clearly in demand.  

▪ FY21 performance  Revenues of $39.5m were up 33% y/y and Adjusted 
EBITDA rose from $2.1m to $4.5m.  Reported metrics for loss before tax 
and EPS were impacted by an accounting entry relating to the fair value of 
the loan note (see below) but cash was solid at $2.9m at year-end, 
bolstered subsequently by the $10.3m raised.  

▪ Revenue split  The business saw Localisation revenues slip fractionally 
(down 2.4% y/y) as subtitling declined on the back of an almost-complete 
cessation of new content product during the various national lockdowns 
in the USA and elsewhere, but dubbing grew as customers adopted ZOO’s 
cloud-based solution to finish existing projects.  This decline was more 
than offset by an exceptionally strong performance in Media Services 
(mainly Digital Packaging to prepare content for video streaming delivery). 

▪ Industry shifts continue to favour ZOO  The group continues to benefit 
from the launch of more (and more widely available) video streaming 
services globally – those who own content back-catalogues need to 
localise it into multiple languages and repurpose (package) the files for 
streaming; those without content need to invest to create it, again with 
subtitling or dubbing to ensure the widest audience reach for expensive 
content.  Each customer is looking for multiple-sourcing of localisation, 
and the competition is limited to a relatively small number of global 
providers.   

▪ No change to estimates  We are leaving FY22E estimates unchanged and 
introduce FY23E numbers.  The commentary is uniformly upbeat, but we 
are only part-way through the year, and ZOO is clearly keen to invest 
further in capacity and capability, so it would be unwise to factor in 
additional upside for the current financial year at this point.  

Although heralded in the April update, ZOO’s results are very strong and the 
detail points the way to material potential growth for many years to come.  
We look forward to further news and proof points along the journey.  
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FYE MAR ($M) 2019 2020 2021 2022E 2023E 

Revenue 28.8 29.8 39.5 46.0 53.4 

Adj EBITDA 0.4 2.1 4.5 5.1 5.9 

Fully Adj PBT -1.4 -1.0 0.9 1.6 2.4 

Fully Adj EPS (c) -1.7 -1.2 1.0 1.5 3.2 

EV/Sales (x) 5.0x 4.8x 3.6x 3.1x 2.7x 

EV/EBITDA (x) 352.4x 66.8x 31.5x 28.1x 24.2x 

PER (x) N/A N/A 168.7x 118.5x 55.2x 

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

FY21 in review 

ZOO has reported FY21 results consistent with its Apr-21 trading statement. Group revenue 
increased by 33% to $39.5m (FY20 $29.8m), reflecting the contract wins during 2019 to 
support the international launches of its customers. 

Revenue 

Revenue is derived from two key segments: Media Localisation, which includes subtitling 
and dubbing, and Media Services. Despite the drop-off in new productions, there is clear 
evidence of a significant uptick in demand for Media Services, given the increased workflow 
from preparing back catalogue titles. ZOO is gaining traction in this growth market and 
revenue grew by 136% compared to last year in its Media Services segment to $17.5m 
(FY20 $7.4m). 

 
Segment revenue split 

  

Source: Company information, Progressive Equity Research 

 

Geographically revenue is predominantly derived from the US, where it increased by 34% 
to $34m. The balance of work was in Europe which increased by 23% to $5.5m. During the 
period ZOO has expanded facilities in London and Dubai to access local talent locations and 
grow its international footprint. 

Profitability 

Overall gross profit increased by 35% to $13.6 million compared to $10.1 million in FY20. 
This represents a gross margin of 35%, up from 34% last year. The improvement is due to 
higher-margin Media Services representing a bigger percentage of total sales, increasing to 
44% compared to 25% in FY20. The gross profit contribution from Media Localisation fell 
from $4.7m to $2.9m. This was due to a 2% decline in revenue as a result of the deferment 
of localisation projects, but also a strategic increase in costs which has doubled the 
headcount in dubbing to support the longer-term opportunity in this area. Management 
has invested heavily in IT and people to support growth plans. 
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Reported figures have been hit by loan note notional accounting charges. The main 
component of finance costs relates to the 7.5% convertible loan note stock which was 
extended by one year to October 2021.  Interest on the principal in the year was $0.3m. 
The other two components of finance costs are non-cash items. Firstly, there was an 
exchange loss on the conversion of the outstanding sterling-denominated debt at the year-
end, which has given rise to an exchange loss of $0.4 million. The second is the increase in 
the fair value of the embedded derivative at year-end due to the share price movement. 
This has given rise to a non-cash $3.5 million loss which will be reversed when the loan 
notes mature in October 2021. 

Comparative P&L 

  

Source: :  Company information, Progressive Equity Research 

These non-cash accounting items led to a loss before tax of $3.6 million (FY20: loss of $0.1 
million). However, due to increased revenue and improved gross margin, the reported 
Group operating profit was $1.0m compared to the loss last year of $0.6m. Adjusted 
EBITDA before share-based payments, was $4.5 million, up from $2.1 million in FY20. 

Cash 

Since year-end ZOO raised £7.4m gross (approximately $10.3 million) through a 10% 
placing. This will be used to increase international growth due to the favourable market 
backdrop. Cash and cash equivalents were $2.9 million at year-end, (FY20: $1.2 million) 
reflecting the strong revenue and profit growth.  
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Industry backdrop 

Significant activity within the customer base 

During the pandemic, major publishers including Disney, WarnerMedia, and NBC Universal 
have pursued streaming services. Subscription video on demand (SVOD) subscriptions are 
expected to increase by 591 million between 2020-26 to reach 1.5 billion, an increase of 
65% according to Digital TV Research. 

ZOO is securing significant orders for catalogue content given the vast untapped archives 
that require the services offered by ZOO. Although one single customer now accounts for 
71% of the Group’s sales, we see a huge opportunity for ZOO to increase revenue 
contribution from other customers. Some big players in the market haven’t yet significantly 
invested in back catalogues to be ready for streaming services. Amazon intends to acquire 
MGM Studios to bolster the Amazon Prime video service with a large catalogue of content. 
Therefore we see ZOO being a direct beneficiary as these players invest heavily to catch up 
with ZOO’s largest client, as the global demand for streaming video continues to grow. 

Netflix has announced it will spend $17 billion on content in 2021; Amazon spent $11 billion 
on its Prime services in 2020, (up 41% year on year) and Disney expects to spend $8-9 billion 
on content for Disney+ by 2024. At launch, Comcast pledged about $1 billion per year for 
four years on content to launch its Peacock service. WarnerMedia committed to spending 
around $2 billion for content on its HBO Max platform in its first year, and $1 billion per 
year thereafter.  

Europe a growing feature 

Europe has become a key part of growth plans for the big streaming services, with the 
addition of content aimed at audiences in the region. This has been evidenced by Netflix 
turning some non–English language productions from Europe into global hits, such as 
Spanish-made “Money Heist”. 

New regulations have been passed by the European Commission to prevent American 
imports from flooding local cultures. The regulations require a minimum of 30% of the 
movies and TV shows on streaming services in the region to be European in origin. Disney’s 
Disney+ is still short of the target, particularly compared with Netflix and Amazon Prime, 
and will need to invest in this area, which presents a huge opportunity for ZOO. 

Subtitling and dubbing 

Subtitling has been hit hard due to the shift in focus by the major players to catalogue 
content and the near-total shutdown of TV/film production during the pandemic. The new 
production is slowly reopening and we expect to see signs of a recovery in this area towards 
the end of the FY22E. 

ZOO received a greater number of orders for dubbing, particularly in the first half, despite 
the wider market being adversely affected by lockdowns. There has been growth in 
demand for dubbing into English hence needing a strong native-English-speaker team, for 
which ZOO is well placed. ZOO’s dubbing offering, managed via its Cloud platform helped 
finish off productions that had to be halted due to lockdown. This bodes well for future 
adoption and ZOO is well placed to capitalise on this growing requirement.  
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Opportunities abound 

Market trends have presented a significant opportunity for ZOO to gain market share in 
what has been an expanding market, despite the halt on new productions. Trading in the 
first few months of FY22E has been strong and ahead of the prior year. ZOO Digital lists 
Amazon Prime Video, Netflix, and Disney among its customer and is continuing to benefit 
from several positive trends and industry shifts, such as the launch of Disney’s “Disney+ 
Star” channels across multiple geographies. 

Management expects a strong first half and we see earnings risk on the upside in the 
second half. Given new production is only just showing signs of some recovery we are 
maintaining our current forecasts until management has better visibility that activity levels 
are returning to normal. 

First-time numbers for FY23E 

We have introduced FY23E estimates assuming a similar run rate in revenue growth and 
margins. However, we see the potential for a deluge of new content to go into production 
as facilities open up, subject to regional variations in the timing of lockdowns being lifted.  
This is not fully represented within our forecasts, which could therefore be susceptible to 
upgrades if such a reopening takes place, and assuming it leads to a material flow of new 
business.  

Cloud acceptance accelerating 

Subscription video-on-demand (SVoD) viewing time saw a significant rise during the UK’s 
pandemic-related lockdowns in calendar 2020, with analysis suggesting that the ongoing 
switch from broadcast to streaming video consumption has been accelerated. Lockdown 
restrictions have also led major media owners and video streaming broadcasters to 
evaluate cloud dubbing, resulting in an increase in its acceptance as a viable alternative to 
traditional dubbing studio use. 

ZOO is well-placed 

The last two years have seen a consolidation of leading media localisation service providers 
looking to provide a broader global offering, most recently Iyuno Media Group acquiring 
SDI Media. In our view, the threat to ZOO presented by market consolidation and larger-
scale competitors is limited – arguably these merely highlight the current fragmentation of 
the market and the increasing need for localisation service providers to have a global 
distribution offering. We believe that ZOO Digital is well placed to benefit from the 
anticipated growth in the video streaming market, given the existing relationships that it 
has built with Hollywood studios, major broadcasters, and distributors. 

The recent fundraising will support the scaling of the business. CEO Stuart Green 
emphasises ZOO’s medium-term target to achieve $100m in sales and confirms the 
company’s plan to continue to invest for growth and win market share to become one of 
the largest end-to-end localisation and media service providers in an expanding global 
market. 
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Financial Summary: Zoo Digital 

Year end: March (US$m unless shown)      
      
PROFIT & LOSS 2019 2020 2021 2022E 2023E 
Revenue 28.8  29.8  39.5  46.0  53.4  
Adj EBITDA 0.4  2.1  4.5  5.1  5.9  
Adj EBIT (1.1) (0.3) 1.6  2.0  2.4  
Reported PBT 1.1  0.0  (3.6) 6.0  2.4  
Fully Adj PBT (1.4) (1.0) 0.9  1.6  2.4  
NOPAT 2.0  (0.3) 1.4  1.7  2.0  
Reported EPS (c) 2.2  0.4  (4.2) 5.7  2.2  
Fully Adj EPS (c) (1.7) (1.2) 1.0  1.5  3.2  
Dividend per share (c) 0.0  0.0  0.0  0.0  0.0  

      
CASH FLOW & BALANCE SHEET 2019 2020 2021 2022E 2023E 
Operating cash flow 0.9  1.0  6.3  3.6  7.6  
Free Cash flow 0.6  0.3  4.1  (1.5) 5.1  
FCF per share (c) 0.9  0.4  5.4  (1.8) 5.8  
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  0.0  0.1  10.2  0.0  
Net cash flow (0.4) (0.9) 2.8  6.7  2.1  
Overdrafts / borrowings 0.0  (8.0) (11.2) (2.7) (2.7) 
Cash & equivalents 1.8  1.2  2.9  5.5  7.6  
Net (Debt)/Cash 1.8  (6.8) (8.3) 2.8  5.0  

      
NAV AND RETURNS 2019 2020 2021 2022E 2023E 
Net asset value 4.7  5.3  2.8  18.0  19.9  
NAV/share (c) 6.3  7.1  3.8  20.5  22.7  
Net Tangible Asset Value 0.9  3.6  4.4  6.2  6.2  
NTAV/share (c) 1.3  4.9  5.8  7.0  7.0  
Average equity 4.7  5.3  2.8  18.0  19.9  
Post-tax ROE (%) 32.0% 6.0% (111.4%) 27.0% 9.8% 

      
METRICS 2019 2020 2021 2022E 2023E 
Revenue growth 0.9% 3.4% 32.7% 16.3% 16.3% 
Adj EBITDA growth (83.1%) 427.9% 112.1% 12.0% 16.3% 
Adj EBIT growth (154.1%) (71.6%) (638.8%) 23.3% 21.4% 
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 (3.7%) (1.0%) 4.1% 4.3% 4.5% 

      
VALUATION 2019 2020 2021 2022E 2023E 
EV/Sales (x) 5.0 4.8 3.6 3.1 2.7 
EV/EBITDA (x) 352.4 66.8 31.5 28.1 24.2 
EV/NOPAT (x) 71.4 -477.3 104.2 84.5 69.6 
PER (x) N/A N/A 168.7 118.5 55.2 
Dividend yield N/A N/A N/A N/A N/A 
FCF yield 0.5% 0.2% 3.1% (1.0%) 3.3% 

 

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: 
Emily Ritchie 
+44 (0) 20 7781 5311 
eritchie@progressive-research.com 
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