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Corporate

Empresaria Group plc (EMR.L)

Current price

42.5p

Sector

Operational progress with improving profitability

Support Services

Code

We stated in our last note that Empresaria’s interim results were encouraging given the
difficult and challenging market conditions. Management has noted the early signs of
recovery across many parts of the Group which, together with sensible cost controls,
has resulted in Empresaria being able to generate an adjusted profit before tax in every
month since the end of the first half. Following a profitable Q1 and Q2, management
has now provided full year guidance for net fee income (NFI) of between £52m and
£55m and adjusted PBT in the range of £4.4m to £4.9m. Through its diverse geographical
presence, its broad spread of disciplines and financial flexibility, the Group is well placed
to exploit the early signs of a return to more normal trading and a gradual recovery in
demand.
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Profitability achieved in Q1, Q2 and each month since the end of H1 – Empresaria started
the year well. In each month of Q1 it achieved year on year (yoy) growth in operating
profit and was profitable in Q2, a not inconsiderable result given that this coincided with
the worst of COVID. This operational resilience was in part due to the recently adopted
“Stronger Together” initiative which has helped to unify the business on a Group-wide
basis while also providing flexibility at a local level. Since June, the Group has traded
profitably, on an adjusted basis, in each month to date and management has noted that
evidence of a recovery has been seen across many parts of the Group although such
recovery has been slow in some areas and disciplines with some volatility at a local level.
NFI and PBT guidance given – The Board now anticipates that the Group’s full year NFI
will be in the range of £52m to £55m (FY2019: £72.3m) and adjusted profit before tax of
between £4.4m to £4.9m (FY2019: £9.3m). Net debt at the end of October was £11.4m,
an increase over the level announced at the end of the first half due to the repayment of
some tax liabilities which were deferred in Q2 and the usual increase in working capital
required as business begins to recover. Management would expect net debt to continue
to return towards pre-COVID levels as NFI recovers and notes that its financial headroom
remains strong at £17.6m excluding invoice financing facilities (30 June 2020 £18.1m).
Forecasts for 2020 reintroduced – We withdrew all forecasts in April as NFI visibility
became impossible to predict due to the unprecedented impact on business of the
coronavirus pandemic. Now, with most of the year concluded and with the guidance
provided by management we are once again offering headline forecasts, albeit just for
2020 at this stage. We are positioning them at the mid-point of management’s indicative
range and would hope to be able to introduce more meaningful two-year forecasts at
some point during 2021 as trading continues to trend towards normality and the impact
of COVID-19 finally dissipates.
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Source: Empresaria, Allenby. Empresaria is a research client of Allenby Capital.
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