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UPGS’s positive trading update, released yesterday, prompts us to raise our key
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consumer facing businesses with 24% potential sales growth in FY2019.
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attractive in our view, which leaves headroom for further gains given current
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UPGS’s Monday 7th January 2019 RNS revealed that the positive momentum referenced
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in its last trading statement - issued 6th November 2018 - has continued. As a result,
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we upgrade our FY2019 forecasts only a couple of months later. We raise our FY2019
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revenue forecast from £97.0m to £108.2m and EBITDA from £7.1m to £7.9m. Revenues
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are expected to grow by 24% in FY2019 compared with 11% previously envisaged, and
that brings the company back close to its £110.0m FY2017 peak sales revenue number.
Every one of UPGS’s strategic distribution pillars - discounters, UK supermarkets,
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online and international customers – is contributing positively to revenue growth.
Description

International continues to progress well and is increasing its share of the company’s
overall revenue. This represents a healthy diversification given apparent uncertainty in
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the UK consumer facing sector overall.

concepts and brings professional,
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sought-after products to the mass
We raise our FY2019 basic adjusted EPS forecast by 12.5% to 6.3p, which assumes a
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22.3% tax rate compared with 21.0% in FY2018 and a higher finance charge due to

continents, with headquarters in the

increased working capital requirements. The company’s next update relates to the

UK, offices plus a showroom in

FY2019 half year and is due on 11th February 2019. UPGS’s growth trends ahead of

Guangzhou, and a showroom in

February and its recent ability to surprise the market positively are clearly encouraging.
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In our view, the share price reaction to yesterday’s news should not preclude further
upside. Rather, the positive newsflow tends to confirm inherent sales growth and the
strength of the UPGS business model under its resolute management team. Moreover,
key valuation measures continue to look attractive. Based on a 46p price, the company’s
shares trade on 0.5x EV/sales, a 7.3x P/E ratio and boast an attractive 6.8% prospective
dividend yield.

UPGS – Key Financials
Revenue (£'000)
Revenue growth (%)
EBITDA (adj)
EPS basic adjusted (p)
DPS (p)
EV/EBITDA (x)
P/E ratio (x)
Yield (%)

2016A
79,028
23.3%
8,226
8.0
3.3
6.4
5.8
7.2%

2017A
109,953
39.1%
11,512
10.9
5.1
4.6
4.2
11.1%

2018A
87,571
-20.4%
6,472
5.4
2.7
8.2
8.4
5.9%

2019E
108,186
23.5%
7,901
6.3
3.1
6.7
7.3
6.8%

2020E
113,595
5.0%
8,210
6.7
3.3
6.5
6.9
7.2%

Chris Wickham (Analyst)
0207 065 2690
chris@equitydevelopment.co.uk

Source: Company Data and Equity Development estimates

Hannah Crowe
0207 065 2692
hannah@equitydevelopment.co.uk

Please refer to the important disclosures shown on the back page and note that this information is Non-independent and categorised as Marketing

Material

two

Investor Access
Hannah Crowe
Direct: 0207 065 2692
Tel:
0207 065 2690
hannah@equitydevelopment.co.uk

Felix Grant-Rennick
Direct: 0207 065 2693
Tel:
0207 065 2690
felix@equitydevelopment.co.uk

Equity Development Limited is regulated by the Financial Conduct Authority

Equity Development Limited (‘ED’) is retained to act as financial adviser for various clients, some or all of whom may now or in
the future have an interest in the contents of this document and/or in the Company. In the preparation of this report ED has
taken professional efforts to ensure that the facts stated herein are clear, fair and not misleading, but make no guarantee as
to the accuracy or completeness of the information or opinions contained herein.
This document has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act 2000 of the
United Kingdom (‘FSMA’). Any person who is not a relevant person under this section should not act or rely on this document
or any of its contents. Research on its client companies produced and distributed by ED is normally commissioned and paid for
by those companies themselves (‘issuer financed research’) and as such is not deemed to be independent, as defined by the
FCA, but is ‘objective’ in that the authors are stating their own opinions. This document is prepared for clients under UK law.
In the UK, companies quoted on AIM are subject to lighter due diligence than shares quoted on the main market and are
therefore more likely to carry a higher degree of risk than main market companies.
This report is being provided to relevant persons by ED to provide background information about Ultimate Products Global
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of (or solicitation of, or invitation to make any offer to buy or sell) any Securities (which may rise and fall in value). Nor shall
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