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Interims: Positive outlook
Solid H1 performance from The Character Group (CCT.L), the largest independent UKbased toy company, with good sell-through during Xmas 2018 against a difficult retail
backdrop and the company has started 2019 with stocks well under control and a
positive outlook. H1 FY19 included an initial contribution from OVG-PROXY. UK sales
saw further growth whilst international sales, excluding the US, remained steady.
CCT’s US business has yet to recover from the disruption caused by the failure of Toys
R Us (TRU). Organic revenue growth was 4.2% as CCT continues to benefit from its
balanced portfolio that combines a spine of core brands (Peppa Pig, Little Live Pets,
and Stretch) and trend lines e.g. Soft ‘n Slo Squishies, Cra.Z.Slimy and MightyBeanz.
CCT continues to add to its portfolio with own-developed, in-house ranges and via
collaboration and distribution agreements, e.g. Goo Jitsu and Stretch variants.
Forecasts unchanged but we increase our fair value to 640p from 596p, equivalent to
a FY20 PER of 11.6x and 4.8% yield. The CCT investment case remains underpinned by
the balance sheet with net cash of £19.8m and £33.5m of net assets.
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H1 FY19 performance: Revenue increased 16.5% to £58.8m (+4.2% organically).
A higher proportion of higher-margin UK sales and less lower-margin FOB sales
resulted in a 160bps improvement in GM to 36.8% (FY18: 34.2%) and GP increased
21.5% to £21.5m. The unwinding of trade and other receivables resulted in cash
from operations of £17.0m (H1 FY18 2018: £9.0m; FY18: £14.0m) and net cash at
H1, post dividends (£2.5m) and share buy-backs (£0.9m), was £19.8m (H1 FY18:
£14.3m; FY18: £15.6m). Management maintains its progressive dividend policy and
the interim DPS increased 18% to 13.0p.
PROXY: PROXY, where CCT took a 55% stake in October, contributed £6.2m in revenue
and £0.4m in operating profit. The business was impacted by the liquidation of Top
Toy, one of its largest customers, in January but, similar to the TRU failure in the UK,
other retailers are expanding market share. Top Toy’s demise has also created
distribution opportunities in the Nordic region to former suppliers to Top Toy.
Outlook: CCT has developed long term relationships with a range of retailers as a
proven supplier of popular products with the necessary agility to capitalise on
trends. Its 2019 portfolio has been well received at the international toy fairs (CCT
won Supplier of the Year and Craze of the Year at London) and is well represented
in forthcoming catalogues. Pokémon is also likely to be a significant contributor this
year on the back of Pokémon: Detective Pikachu, the imminent live-action film.
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Authority (“FCA”) (FRN: 489795) and is a member of the London Stock Exchange. This communication is for information only it
should not be regarded as an offer or solicitation to buy the securities or other instruments mentioned in it. It is a marketing
communication and non-independent research, and has not been prepared in accordance with the legal requirements designed to
promote the independence of investment research, and is not subject to any prohibition on dealing ahead of the dissemination of
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defined in article 19(5) of The Financial Services and Markets Act 2000 (Financial Promotion) Order 2005. Its contents are not
directed at, may not be suitable for and should not be relied upon by anyone who is not an investment professional including retail
clients. Any such persons should seek professional advice before investing. For the purposes of this communication Allenby is not
acting for you, will not treat you as a client, will not be responsible for providing you with the protections afforded to clients, and
is not advising you on the relevant transaction or stock. This communication or any part of it do not form the basis of and should
not be relied upon in connection with any contract.
Allenby uses reasonable efforts to obtain information from sources which it believes to be reliable. The communication has been
prepared without any substantive analysis undertaken into the companies concerned or their securities, and it has not been
independently verified. No representation or warranty, express or implied is made, or responsibility of any kind accepted by
Allenby its directors or employees as to the accuracy or completeness of any information in this communication. Opinions
expressed are our current opinions as of the date appearing on this material only and are subject to change without notice. There
is no regular update series for research issued by Allenby.
No recommendation is being made to you; the securities referred to may not be suitable for you and this communication should
not be relied upon in substitution for the exercise of independent judgement. Neither past performance or forecasts are a reliable
indication of future performance and investors may realise losses on any investment. Allenby shall not be liable for any direct or
indirect damages including lost profits arising from the information contained in this communication.
Allenby and any company or persons connected with it, including its officers, directors and employees may have a position or
holding in any investment mentioned in this document or a related investment and may from time to time dispose of any such
security or instrument. Allenby may have been a manager in the underwriting or placement of securities in this communication
within the last 12 months, or have received compensation for investment services from such companies within the last 12 months,
or expect to receive or may intend to seek compensation for investment services from such companies within the next 3 months.
Accordingly, recipients should not rely on this communication as being impartial and information may be known to Allenby or
persons connected with it which is not reflected in this communication. Allenby has a policy in relation to management of conflicts
of interest which is available upon request.
This communication is supplied to you solely for your information and may not be reproduced or redistributed to any other person
or published in whole or part for any purpose. It is not intended for distribution or use outside the European Economic Area except
in circumstances mentioned below in relation to the United States. This communication is not directed to you if Allenby is
prohibited or restricted by any legislation or registration in any jurisdiction from making it available to you and persons into whose
possession this communication comes should inform themselves and observe any such restrictions.
Allenby may distribute research in reliance on Rule 15a-6(a)(2) of the Securities and Exchange Act 1934 to persons that are major
US institutional investors, however, transactions in any securities must be effected through a US registered broker-dealer. Any
failure to comply with this restriction may constitute a violation of the relevant country’s laws for which Allenby does not accept
liability.
By accepting this communication, you agree that you have read the above disclaimer and to be bound by the foregoing limitations
and restrictions.
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Group plc.
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