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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 
 

Deal in Turkey as growth strategy takes shape 
ZOO Digital has announced the first phase in its global growth strategy, with 
the launch of ZOO Turkey. This strategic investment will provide major 
content creators and global streaming services with an enhanced offering in 
the MENA region. The investment fits into ZOO’s stated strategy to expand 
its in-territory expertise across Europe, the Middle East and Southeast Asia 
in order to meet growing demand across these geographies. The financial 
impact has not been disclosed, but we believe it is likely to be currently 
immaterial in the scope of the group. We are therefore making no changes 
to our estimates but will look to quantify the potential uplift to earnings as 
the investment gains traction. 

▪ ZOO has completed a strategic investment in ARES Media, an Istanbul-
based media localisation company whose services overlap completely 
with the ZOO offering. In our view, having already worked with ARES since 
2017, the launch of ZOO Turkey strengthens ZOO’s offering at a time of 
significant growth in the region. This investment will enable ZOO to 
continue to deliver high-quality Turkish language services with additional 
focus and enhanced reach, while still working with other local partners in 
the region, in line with its strategy.  

▪ Significant opportunities for growth in other geographies. In late 
October, ZOO announced plans for its global growth strategy to scale 
operations by establishing regional hubs in key international locations. 
This will include Eastern Europe, Asia Pacific, India and the MENA region, 
with ZOO Turkey marking the first step in this strategy.  

▪ ZOO operates a unique model, globally capable of delivering end-to-end 
(E2E) localisation and media services. ZOO is a go-to service partner for 
media businesses looking to globalise their content across different 
territories, languages and distribution platforms. ZOO’s regional hub 
strategy will provide access to new talent pools in lower-cost economies 
and enable higher levels of creativity, quality and security of delivery.  

We understand that the launch of ZOO Turkey marks the first of several 
strategic investments to grow ZOO’s global footprint in key territories. By 
acting as a regional hub for its MENA operations, ZOO Turkey will provide 
access to in-territory expertise and open doors to new opportunities in the 
region. In our view, ZOO is well-positioned to take advantage of the current 
positive momentum and growing demand for media localisation services, 
benefiting from a strong balance sheet and having already started to invest 
in building out its international footprint. 
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FYE MAR ($M) 2019 2020 2021 2022E 2023E 

Revenue 28.8 29.8 39.5 49.5 57.0 

Adj EBITDA 0.4 2.1 4.5 5.1 6.2 

Fully Adj PBT -1.4 -1.0 0.9 1.6 2.8 

Fully Adj EPS (c) -1.7 -1.2 1.0 1.5 3.5 

EV/Sales (x) 5.0x 4.8x 3.6x 2.9x 2.5x 

EV/EBITDA (x) 353.7x 67.0x 31.6x 28.1x 22.9x 

PER (x) N/A N/A 169.4x 118.4x 50.5x 

Source: Company Information and Progressive Equity Research estimates. 
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Global Entertainment Market 

ZOO continues to benefit from a material increase in new content, an accelerated 
migration of back-catalogue content to streaming platforms and the associated new 
territory launches. The recent success of the Korean Netflix Original series Squid Game 
highlights the significant trend for the global distribution of non-English TV content.  

A large number of distinct over-the-top (OTT) providers have set out their intentions to 
distribute services on a global or multinational basis. This will require more content to be 
localised into a greater number of languages, which should be a significant driver for the 
services of ZOO. 

The centralisation of procurement of these services by the large US buyers is beneficial to 
ZOO because it enlarges the addressable market, as purchasing decisions that were 
previously likely to have been devolved geographically are increasingly made through 
clients with which ZOO already has long-established relationships. 

ZOO is one of the few providers of E2E services 

ZOO delivers complete end-to-end (E2E) services to enable streaming content to be ready 
for audiences in all languages and formats. As a result of the pace and volume with which 
content is being made available for OTT streaming, buyers are increasingly turning to E2E 
vendors, of which ZOO is one of a very small number, rather than dividing the services 
between different vendors specialising in a subset of services.     

ZOO uses its cloud-based technology alongside a network of independent dubbing studios, 
vendor partners, and freelance actors and translators. Investment in regional hubs, in our 
view, will strengthen ZOO's offering by simplifying access to new territories, providing 
access to new talent pools in lower-cost economies and improving the quality of localised 
content.  

Regional hubs 

ZOO currently operates from hubs in Los Angeles, London and Dubai, with a development 
and production centre in Sheffield, UK. Key growth regions that have been identified by 
Zoo are: Eastern Europe, following launches from Disney+, Sky Showtime and HBO Max; 
Asia Pacific, which is expected to nearly double in terms of OTT consumer numbers by 
2026; India, which is expected to triple over the same period; and the MENA region, which 
is expected to grow by 74% over the period (source: Digital TV Research). 

ZOO’s first strategic investment in Turkey provides good access to the Middle East and links 
well to the existing ZOO Dubai hub, while expanding ZOO’s services for Turkish content. 
Having a well-established relationship with ARES Media since 2017 allows ZOO to focus on 
a partner that has already embraced the ZOO offering and technology. Business 
development in the region is a useful benefit, but currently we believe that ZOO will 
continue to focus on building revenue from existing clients.  

The regional hub strategy allows ZOO to invest in a well-integrated local partner while 
continuing to work with other local partners, retaining its flexibility and scalability. In our 
view, this move does not dilute or alter the ZOO strategy of technology enablement and 
improvement of traditional video content services (subtitling, dubbing and digital 
packaging). We expect a strong overlap with services already provided by ZOO from its 
chosen partner in each location and look forward to further announcements in due course.  
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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  49.5  57.0  
Adj EBITDA 0.4  2.1  4.5  5.1  6.2  
Adj EBIT (1.1) (0.3) 1.6  2.0  2.8  
Reported PBT 1.1  0.0  (3.6) 1.5  2.8  
Fully Adj PBT (1.4) (1.0) 0.9  1.6  2.8  
NOPAT 2.0  (0.3) 1.4  1.7  2.3  
Reported EPS (c) 2.2  0.4  (4.2) 1.5  2.5  
Fully Adj EPS (c) (1.7) (1.2) 1.0  1.5  3.5  
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  2.7  9.0  
Free Cash flow 0.6  0.3  4.1  (1.5) 6.4  
FCF per share (c) 0.9  0.4  5.4  (1.8) 7.3  
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  3.4  
Overdrafts / borrowings 0.0  (8.0) (11.2) (2.7) (2.7) 
Cash & equivalents 1.8  1.2  2.9  5.5  8.9  
Net (Debt)/Cash 1.8  (6.8) (8.3) 2.8  6.3  

      
NAV AND RETURNS 2019 2020 2021 2022E 2023E 
Net asset value 4.7  5.3  2.8  18.8  21.1  
NAV/share (c) 6.3  7.1  3.8  21.5  24.0  
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  18.9  21.1  
Post-tax ROE (%) 32.0% 6.0% (111.4%) 6.6% 10.6% 

      
METRICS 2019 2020 2021 2022E 2023E 
Revenue growth 0.9% 3.4% 32.7% 25.1% 15.3% 
Adj EBITDA growth (83.1%) 427.9% 112.1% 12.4% 22.6% 
Adj EBIT growth (154.1%) (71.6%) (638.8%) 24.4% 37.5% 
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 (3.7%) (1.0%) 4.1% 4.1% 4.8% 

      
VALUATION 2019 2020 2021 2022E 2023E 
EV/Sales (x) 5.0 4.8 3.6 2.9 2.5 
EV/EBITDA (x) 353.7 67.0 31.6 28.1 22.9 
EV/NOPAT (x) 71.6 -479.1 104.6 84.1 61.2 
PER (x) N/A N/A 169.4 118.4 50.5 
Dividend yield N/A N/A N/A N/A N/A 
FCF yield 0.5% 0.2% 3.1% (1.0%) 4.2% 

 

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: 
Emily Ritchie 
+44 (0) 20 7781 5311 
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