Strix Group Plc

Successful placing to accelerate deleveraging

Strix has completed a new equity placing initiated by an investor that will raise approx. £8m
of proceeds, with the placing shares expected to be admitted to trading on 14 June. The funds
will accelerate the pace at which it achieves self-imposed targets on the level of headroom on
its key banking covenant. As such, the refinancing of the Group’s banking facility set for 2025
should now be on more favourable terms. The group can now speed up investment in
sustainable growth should suitable opportunities arise, while remaining cognisant of the

balance sheet.

10.9m shares have been placed at a price of 80p representing nil discount to the prior closing
level. The placing shares represent approximately 5% of the issued share capital. The driver for the
placing originated from an enquiry from an existing investor wishing to invest in up to a further 5% of
the Company. 20% of the placing had been subject to clawback from existing shareholders, with the

unnamed investor allocated 80%.

Concern that the Group may have missed its key banking covenant had resulted in the Strix share
price falling by 38% overnight at the time of the interim results in September last year. Since then, the

Company has intensified its actions on cash conservation, which are currently ahead of plan.

We have estimated net proceeds of £8.1m. Although the interest rate payable is currently in high
single digits, we have applied a very conservative coupon on the cash saving. As such, our view is
that there is limited dilution to adj. EPS in the current year (-0.6%) on a diluted and weighted average

shares basis and modest dilution (-6.0%) in FY25 as the higher number of shares fully kicks in.

The placing enables the Group to achieve its stated goal of a net debt/EBITDA ratio of 2.0x ahead of
the year end. Our previous estimate was 1.9x by the end of FY24; this now falls to 1.7x, leaving
significant headroom on all covenants. The Company has guided that it should achieve the 2x target
four to six months earlier. Similarly, the covenant reduces to 1.4x by the end of FY25 following the
placing. The headroom is likely to result in improved terms when the bank facility is renewed in 2025

and will allow the Group to take opportunities to invest in new technology should opportunities arise.

Fair value

We have slightly reduced our fair value to 167p / share, reflecting the level of adj. EPS dilution.
In our view, the Group remains materially undervalued relative to its peers, particularly now

its balance sheet has been strengthened.

Yr. to Dec, £m FY22A FY23A FY24F FY25F
Revenue 108.6 144.6 154.2 169.0
Adj. PBT 22.2 21.9 24.3 25.8
Adj. EPS (p) 10.8 9.1 9.4 9.5
DPS (p) 6.0 0.9 1.9 2.9
Net debt -87.4 -85.7 -70.4 -60.5
EV/EBITDA 8.2 6.6 6.0 5.8
PER 7.4 8.8 8.5 8.4
Yield % 7.5 11 2.3 3.6
Net debt/EBITDA 2.2 21 1.7 1.4

Source: Company historics, ED estimates
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EPIC KETL
Price (last close) 80p
52 weeks Hi/Lo 113p/51p
Market cap £175.1m
ED Fair Value / share 167p
Net debt (Dec '23) £85.7m
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Description

Strix Group plc (“Strix”) is a global
leader in the design, manufacture
and supply of kettle controls, heating
and temperature controls, steam
management, and water filtration

technologies.

The Group is backed by extensive
and patented IP. It continues to
innovate within the small domestic
appliance and water filtration
segments, with a focus on safety,

design and sustainability.

The Group has a majority share in
value terms of its largest market,
kettle controls and leading positions
within the faster growing personal,
domestic, and corporate water

filtration markets.

David O’Brien (Analyst)

0207 065 2690
david@equitydevelopment.co.uk

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


mailto:david@equitydevelopment.co.uk
mailto:hannah@equitydevelopment.co.uk

EQUITY

Development

Strix Group Plc 12 June 2024

Modest dilution to adj. EPS

Forecast changes

Y/e Dec, £m Old FY24F New FY24F Chg.% OId FY25F  New FY24F  Chg. %
Adj. PBT 24.1 24.3 0.7% 25.8 25.8 0.0%
Adj. EPS (p) 9.4 9.4 -0.6% 10.1 9.5 -6.0%
Net debt -78.7 -70.4 -10.5% -68.8 -60.5 -12.1%
Net debt/EBITDA 1.9 1.7 -10.9% 1.6 1.4 -10.5%

Source: ED estimates

Key Financials
Summary Profit & Loss

Year to Dec, £m 2021A 2022A 2023A 2024F 2025F
Kettle controls 85.1 68.2 70.1 74.3 79.3
Prem. Filtratn. Systems 3.2 42.1 46.6 51.7
Consumer Goods 34.3 37.1 324 8383 38.0
Revenue 119.4 108.6 144.6 154.2 169.0
CoGS -72.0 -67.1 -87.4 -96.6 -108.7
Gross profit 47.4 41.5 57.2 57.6 60.3
Gross margin (%) 39.7% 38.2% 39.6% 37.4% 35.7%
Op costs -14.3 -16.4 -25.6 -25.5 -28.1
Other Op. income 0.6 0.8 0.4 0.5 0.5
Operating profit g 25.9 32.1 32.5 32.7
Op margin (%) 28.2% 23.8% 22.2% 21.1% 19.3%
Net Interest -1.4 -3.7 -10.2 -8.4 -7.0
Associates -0.1 0.0 0.1 0.1 0.1
PBT (Adjusted) 322 222 21.9 24.3 25.8
Exceptionals -10.7 -5.9 -4.2 -4.0 0.0
PBT (Reported) 215 16.2 17.8 20.4 25.9
Tax -0.9 0.8 -1.5 -2.6 -3.4
Adj. PAT 31.4 23.0 20.4 21.6 22.4
Minority interests 0.0 -0.1 0.0 0.0 0.0
Adj. Earnings BN 229 20.1 21.6 22.4
Reported PAT 20.6 17.0 16.2 17.6 22.4
Ordinary Dividends -17.3 -13.1 -2.0 -4.2 -6.7
EPS (Adjusted) (p) 14.9 10.8 9.1 9.4 9.5
DPS (p) 8.4 6.0 0.9 1.9 2.9
Ave no of shares (FD) (m) 209.7 2125 221.3 230.2 235.2

Source: Company historics, Equity Development estimates
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Movement in indebtedness and the net debt/EBITDA ratio

Net debt (Em) & net debt/EBITDA ratio (x, RH Axis)
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Summary Cash Flow

Year to Dec, £m 2021A 2022A 2023A 2024F 2025F
Operating profit 33.7 25.9 32.1 32.6 32.8
Depn. & Amortn. 6.9 6.3 8.7 8.9 9.5
Working capital movement -11.4 -2.6 2.3 -5.5 0.3
Other -4.9 -6.3 -0.1 -4.0 -1.2
Operating cash flow 24.2 23.2 43.1 32.1 41.4
Net Interest -2.7 -3.2 -8.9 -8.4 -7.0
Taxation -1.9 -1.2 -1.3 -2.1 -3.0
Net capex -15.4 -8.6 -8.0 -12.0 -15.0
Operating FCF 4.2 10.3 24.9 9.6 16.4
Net (Acquisitions)/Disposals -1.6 -39.3 -6.5 0.0 0.0
Dividends -16.5 -17.3 9.1 0.0 -6.5
Share Issues 0.0 10.7 -0.2 8.1 0.0
Minority payment -0.3 0.0 0.0 0.0 0.0
Other financial 0.2 -0.6 -7.5 -2.5 0.0
Increase Cash/(Debt) -14.0 -36.2 1.7 15.3 9.9
Opening Net Cash/(Debt) -37.2 -51.2 -87.4 -85.7 -70.4
Closing Net Cash/(Debt) -51.2 -87.4 -85.7 -70.4 -60.5

Source: Company historics, Equity Development estimates
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Abbreviated Balance Sheet

Year to Dec, £m 2021A 2022A 2023A 2024F 2025F
Intangible Assets 30.5 73.4 73.4 75.2 71.7
Tangible Assets 39.5 43.7 46.2 52.7 61.8
Investments/other 3.3 3.7 1.0 1.0 1.0
Net Working Capital 11.2 19.0 22.9 28.4 28.1
Capital Employed 84.4 139.8 143.5 157.3 162.5
Other -2.6 -2.8 -3.6 -3.6 -3.6
Net Cash/(Debt) -51.2 -87.4 -85.7 -70.4 -60.5
Provisions Liabilities/Charges -4.7 -12.3 -11.2 -11.2 -11.2
Net Assets 26.0 37.2 43.0 72.1 87.2

Source: Company historics, Equity Development estimates
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Andy Edmond
Direct: 020 7065 2691
Tel: 020 7065 2690
andy@equitydevelopment.co.uk

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

Equity Development Limited is regulated by the Financial Conduct Authority

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

Contact: info@equitydevelopment.co.uk | 020 7065 2690
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