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Well positioned for further growth in 2019 

Strix’s pre-close trading update, which confirmed market expectations for its 

2018 earnings, included a number of other positives: robust free cash flow, 

sustained market leadership, brisk 7% core kettle safety category growth, an 

on track planned factory relocation and reconfirmation of ongoing vigorous IP 

protection.  In our view, Strix remains well placed for further progress in 2019 

whilst valuation remains relatively undemanding. 

Strix’s statement confirmed that it expects to report 2018 results, which are due for 

release 21st March 2019, in line with market expectations.  As a result, we leave our 

2018 estimates unchanged at £28.8m (+1.8%) for adjusted pre-tax profits.  Net debt is 

expected to be £28m at end-year, which implies an £18m improvement on £46m at end-

2017.   We expect free cash flow to remain positive in 2019.  Constant currency revenue 

growth was high single digits in 2018 as Strix retained market share leadership.  

The global market for kettle safety devices is estimated to have grown by 7% in 2018 

with Strix maintaining its leading 38% market share.  Progress in North America, Russia 

and South East Asian offset softer European, UK and Turkish performances.  Its U9 series 

of controls supported growth in less regulated markets.  Aqua Optima entered into new 

collaborations that bode well for consumer reach and brand recognition. 

Investor confidence in brand and production management should be supported by an 

ongoing commitment to IP protection.  Indeed, we applauded the company’s success in 

actions taken in Guangdong, Germany and for the online business in a 12th December 

2018 comment.  Moreover, plans to relocate Chinese manufacturing operations appear 

on track to start construction in 2019 H2 and to complete in 2021. 

Strix’s elegant combination of being clear market leader in a growth category should 

continue to deliver shareholder value growth in our view.  In particular, despite being a 

volume growth driven story, we expect the company to continue to generate positive 

free cash flow.  Its existing high market share and vigorous defence of IP should enable 

the company to resist intense price competition.  

We regard Strix shares as attractively priced, trading at single digit prospective 

EV/EBITDA (pre any IFRS16 impact) and P/E ratios, both of which seem too low.  A 7.0p 

2018 intended dividend implies an attractive 4.9% trailing yield.    

Key Financials 
     

  2016A 2017A 2018E 2019E 2020E 

Revenue (£'000) 88,653  91,263  96,006  99,428  103,272  

Revenue growth (%) 10.9% 2.9% 5.2% 3.6% 3.9% 

EBITDA adj ('000) 33,473  35,117  36,717  38,287  39,577  

EPS adj dil (p) 12.8 14.2 14.0 15.2 15.6 

DPS (p)  n/a  2.9  7.0  7.7  7.9  

EV/EBITDA (x) 9.3 8.9 8.5 8.2 7.9 

P/E ratio (x) 11.2 10.1 10.2 9.4 9.1 

Yield (%) n/a 2.0% 4.9% 5.4% 5.5% 

Source: Company accounts data and Equity Development estimates.  
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Description 

Strix Group Plc (Strix) is a global 

leader in the design, manufacture and 

supply of kettle safety controls and 

other components and devices 

involving water heating and 

temperature control, steam 

management and water filtration. 
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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 Strix Group plc. 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. Self-certification by investors can be 

completed free of charge at www.fisma.org  

ED may in the future provide, or may have in the past provided, investment banking services to the Company. ED, its Directors 

or persons connected may have in the future, or have had in the past, a material investment in the Company. 

 

More information is available on our website 

www.equitydevelopment.co.uk 
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