Marks Electrical Group

Sales growth exceeds 30% so far in FY2024

Marks Electrical Group (MRK) released atrading update ahead of its AGM today. The company
enjoyed strong trading in the first four months of its FY2024 financial year as enhanced
delivery options, sustained high service quality levels and more widespread brand awareness
helped the company to over 30% sales revenue growth in the period, compared with nearly
14% a year earlier. With further benefits of strong cash conversion — consistent with a

proposed 0.66p final FY2023 dividend — we reiterate our fair value of 150p for the shares.

MRK’s 30.7% annual sales growth in the four months to end-July 2023 compared with 13.7% a
year earlier and the over 30% growth for April and May on which we commented in our 14" June

report: Built in installations enhance growth outlook. Notably fast growth product categories included

televisions (+84%), washer dryers (+83%) and cordless vacuum cleaners (+62%).

Market share gains remain central to the growth case for MRK, with clear headroom for further
regional expansion. Major Domestic Appliances share increased to 3.0% from 2.4% a year earlier
with online share growing from 4.5% to 5.7%. Moreover, Consumer Electronics share doubled from
0.3% to 0.6%, with a 0.6% to 1.0% increase in online.

Next day integrated —i.e. built-in — installations are an important addition to the MRK delivery
offering, which appears to have enhanced not only market share but also reputation. The
company’s Trustpilot score remained at 4.8 with 95% of its 50,000 reviews receiving 4 and 5-star
responses. Installation orders, which increased by 200% to 4,500 from 1,500 a year earlier, may be

expected to be a source of further market share gains going forward.

The Group’s financial strength remains noteworthy, with end-FY2023 net cash on the balance
sheet at £10m. Furthermore, in that financial year the company’s operating cash conversion rate was
reported to be 118%. Sustainable cash conversion, driven by efficient working capital management
and a focus on costs, supports the case for a robust, sustainable dividend pay-out policy. We forecast

further significant dividend increases in the next two financial years.

Significant potential upside to our 150p fair value

Today's AGM trading update delivered a clear message that Marks Electrical is capable of delivering
consistent market share gains and cash conversion. The company continues to innovate in terms of
service provision and constantly improve its performance on working capital and costs. As a result,
we confidently maintain our 150p fair value for the shares, which implies FY2024 EV/sales of
1.3x and 16.2x FY2024 EV/EBITDA based on our current (unchanged) forecasts.

Key Financials

Year to 31st March 2020A 2021A 2022A 2023A 2024E 2025E
Revenue (Em) 315 56.0 80.5 97.8 114.5 131.4
Revenue growth (%) 0.8 7.7 43.8 215 17.2 14.8
EBITDA (Em) (adj) 1.3 7.7 7.2 7.5 8.9 11.3
EPS diluted (adj) (p) 0.66 5.05 5.01 4.82 5.37 7.30
DPS (p) 0.67 0.97 1.08 1.36
EV/sales (x) 2.7 15 11 0.9 0.8 0.6
EV/EBITDA (x) 67.2 11.2 11.9 114 9.6 7.2
P/E ratio (x) 143.4 18.7 18.8 19.5 17.6 12.9
Yield (%) 0.7 1.0 1.1 15

Source: ED estimates, company historic data
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EPIC MRK
Price (last close) 94p
52 weeks Hi/Lo 101p/55p
Market cap £99m
ED Fair Value/share 150p
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Description

Marks Electrical Group PLC (MRK) is
a fast growing online electrical goods
retailer, which was founded by its
current CEO Mark Smithson in 1987.

MRK focuses on premium branded
Major Domestic Appliances, which it
can deliver with its in-house wholly
owned fleet of vehicles to more than
99% of the English population on a
next day basis.

The company operates from a single
site in Leicester, which also houses
its headquarters.
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Disclaimer

Equity Development Limited (‘ED’) is retained to act as financial adviser for its corporate clients, some or all of whom may now or in the future
have an interest in the contents of this document. ED produces and distributes research for these corporate clients to persons who are not clients
of ED. 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 makes 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 reader of this research should not act or rely on this document or any of its contents. This report is being provided by ED to provide
background information about the subject of the research to relevant persons, as defined by the Financial Services and Markets Act 2000
(Financial Promotions) Order 2005. This document does not constitute, nor form part of, and should not be construed as, any offer for sale or
purchase 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 it, or any
part of it, form the basis of, or be relied on in connection with, any contract or commitment whatsoever.

Research produced and distributed by ED on its client companies 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.

ED may in the future provide, or may have in the past provided, investment banking services to the subject of this report. ED, its Directors or
persons connected may at some time in the future have, or have had in the past, a material investment in the Company. ED, its affiliates, officers,
directors and employees, will not be liable for any loss or damage arising from any use of this document to the maximum extent that the law
permits.

More information is available on our website www.equitydevelopment.co.uk

Equity Development, 2nd Floor, Park House, 16-18 Finsbury Circus, London EC2M 7EB
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