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Hot summer dents retail appeal 

The first half messages were a mix of strategic progress and the dampening 

impact of a hot summer on UK and German retailing. H1 revenue at £3.9m was 

20% down y-o-y, with a £0.1m pre-tax loss (H117: £0.2m profit).  

SAL’s venues experienced some of the issues reported by other retail-related 

operations. The appeal of shopping centres to advertisers was suppressed until 

other distractions i.e. the weather and England’s World Cup run eased off.  

Conversely, SAL reported encouraging progress vs key strategic objectives for 2018 and 

a strong start to H2. It secured new clients in H118 for the venues added to its portfolio 

in 2017, and successfully rolled-out its PopUp concept. Momentum for both is being 

established and it has seen a solid pick-up in volumes since early August.  

Outlook: forecasts adjusted for H117, recovery in FY19e 

Recent trading provides a stronger base for FY19 and suggests that the performance up 

to July was at least in some respects an anomaly. However, current momentum won’t 

enable SAL to make-up all the ground lost during the first half, and we have cut our 

FY18e operating profit forecast to £0.2m, from £1.1m previously (FY17: £1.2m).  

Strategic progress underpins potential recovery in FY19, even if another hot summer 

depresses demand (and we have assumed more of the same in 2019). On that like-for-

like basis we still expect underlying trading to drive incremental revenue growth from 

the existing portfolio in FY19e. Margins will be bolstered by a c £0.3m reduction in full-

year overheads. 

Valuation: supported by yield and streamlined operations 

Although summer trading dented the full year outlook, the downside is part offset by 

previous cost-cutting and rationalisation. A streamlined SAL has the flexibility to adapt 

to temporary market weakness and as a result, divisions seeing most acute challenges, 

such as German promotions, should still make small positive contributions in FY19.  

The group closed H118 with £0.5m net cash (H117: £0.8m). The prospective 1.5p/share 

dividend, equivalent to a 7.1% yield, should provide support as anticipated recovery 

regains visibility. 

Summary Forecasts   

Year to 31 Dec, £m FY16 FY17 FY18e FY19e 

Revenue 9.7 10.0 8.3 9.0 

Adj. operating profit 0.1 1.2 0.2 1.0 

Adj. profit before tax 0.2 1.2 0.2 1.0 

Adjusted EPS (p) (3.1) 4.3 0.9 4.0 

PER - 4.9 22.8 5.3 

Dividend (p) 0.0 1.5 1.5 1.5 

Yield (%) 0.0 7.1 7.1 7.1 

Source: Company historic data and ED estimates   FY16 has been adjusted for discontinued operations. 
Adjusted OP/PTP are both net of minorities    
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Description 

SpaceandPeople (SAL) provides 

property owners with ways to 

capitalise upon the full commercial 

potential of retail assets. It markets, 

sells and administers free space in 

venues including shopping malls, 

garden and city centres, retail parks 

and travel hubs (over 750 venues with 

a weekly footfall of 70m). It provides a 

range of strategies and introduces 

retail and other brands which fit 

specific opportunities. 
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H118: Strategic progress in challenging markets 

SAL’s first half performance reflected some of the same issues reported by UK retail generally. 

The slow start to experiential UK sales which SAL reported in its full year statement was 

exacerbated as advertisers delayed commitments until adverse weather (for retailers) and 

the World Cup became less of a diversion for UK consumers.  

These factors adversely affected German/UK footfall and UK advertising spend, although sales 

have returned to anticipated levels in Q318. 

Some of that first half weakness was already anticipated, as it related to the run-off of existing 

contracts within UK Retail and German Promotions. A 20% aggregate y-o-y decline was 

however, weaker than expected and reflected disappointing performances by UK Promotions 

and German Retail. 

More positively, SAL has achieved a key strategic objective for this year, securing new clients 

for its enlarged venue portfolio. It has also extended its PopUp concept into new venues this 

year and reports momentum being established in both cases, albeit more slowly than 

originally anticipated.  

Summary interims    

£’000s H1 2018 H1 2017 FY17 

Revenue 3,851 4,804 9,995 

Cost of sales (1,276) (1,743) (3,389) 

Gross profit 2,575 3,061 6,606 

Administration expenses (2,733) (2,979) (5,640) 

Other operating income 69 110 210 

Operating profit (89) 192 1,176 

Finance income 1 - 12 

Finance costs - (19) (35) 

Pre-tax profit (88) 173 1,153 

Taxation - (36) (237) 

Profit after tax (88) 137 916 

Other comprehensive income 
   

FX re translation of foreign operations 8 21 3 

Total comprehensive income for period (80) 158 919 

Earnings per share 
   

Basic  (0.40)p 0.73p 4.8p 

Diluted (0.35)p 0.67p 4.3p 

Source: SAL interim results    

Divisional review 

The above issues affected segmental performances. Revenues were lower than the 

comparable period last year in all cases, but both UK divisions remained profitable and the 

pre-tax contribution from UK Retail was ahead y-o-y at £0.36m (H117: £0.1m profit) at a 

25% margin (FY17: 6%). A £0.12m reduction in central costs is in line with our forecast 

£0.3m pa saving, which we expect to benefit the full year. 
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Divisional revenues and profit 

£’000s       Promotions     Retail    

 
UK  Germany UK Germany Head 

Office 
Other Group  

H118 
       

Revenue 1,465 199 1,447 722 - 18 3,851 

Segment PBT 156 (107) 361 (77) (394) (27) (88) 

H117 
       

Revenue 1,802 429 1,652 900 - 21 4,804 

Segment PBT 489 16 106 90 (513) (15) 173 

FY17 
       

Revenue 3,695 807 3,438 1,993 - 62 9,995 

Segment  PBT 1,950 (19) 401 163 (1,307) (35) 1,153 

Source: SAL interim results       

UK  

UK Promotions revenue was 19% lower y-o-y. That principally reflects Brand Experiences 

as two significant campaigns enabled in 2017 rebooked at materially lower volumes this year. 

Additionally, tactical advertising spend was diverted away from Experiential campaigns during 

the period leading up to and during the World Cup. 

UK Retail and MPK revenue was 12% below the first half last year. SAL removed unprofitable 

units from certain venues and reported lower MPK sales volumes.  That repositioning of the 

portfolio is behind the increase in this division’s PTP margin to 25% from 6%. 

Germany 

German Retail reported a fall in RMU numbers from 94 to 53 units during the first half. This 

was in line with the terms of SAL’s contract extension with ECE into 2018, which included 

removal of agreed numbers of RMUs in Q1 2018. That however occurred earlier than 

anticipated, so some forecast revenue was foregone.  

Average RMU occupancy was also lower than expected in the first half but SAL expects the 

causes of this to be addressed by new contracts. German RMUs lost £0.08m in the first half 

(2017: £0.09m profit), but that team is focused on delivery of Pop-Up units in H2 and is 

trialling units with potential new venues. 

Revenue from German Promotions fell to £0.20m (H117: £0.43m) and reported a £0.1m 

loss (H117: profit of £0.02m). This again related to cessation of its remaining long-term 

contracts with ECE. This was anticipated, and the size of the divisional team has been reduced 

substantially while it seeks new opportunities. 

Outlook: forecasts adjusted for slow H118, pickup since August 

We have reduced our forecasts to reflect the first half performance and cautious assumptions 

regarding repeat of similar external issues, such as another very hot summer in 2019. We 

have also taken a more circumspect view on trading during the remainder of the current year, 

which leans towards a cautious view of the likely outcome.  
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Margins should benefit from a significant reduction in staffing for German Promotions vs the 

first half. It’s likely to remain that way until it secures new contracts, so even a modest pick-

up will benefit the bottom line.  

German Retail has signed pilot projects with new venue owners for FY19 on terms which will 

enable them to make a positive contribution. 

We have assumed a relatively static performance by UK Retail to the end of 2019, with UK 

Promotions to see some growth from new work already secured for FY19. One portfolio is due 

for renewal in Spring 2019. 

Footfall and bookings saw a strong recovery after the weather relented in late July, which 

suggests that the core business model and strategy remains intact. Trading since has been 

on or slightly ahead of forecast, but our forecasts assume that SAL will not be able to make 

up business lost in the first half, and that some business scheduled for Q418 will be delayed 

into H1 2019. 
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FINANCIALS 

Income Statement 

Yr to 31 Dec, £’000s 2015 2016 2017 2018e 2019e 

Revenue 11,433 9,661 9,995 8,300 9,000 

Cost of sales (3,947) (4,133) (3,389) (2,814) (2,900) 

Gross profit 7,486 5,528 6,606 5,486 6,100 

Administration expenses (6,713) (5,618) (5,640) (5,425) (5,250) 

Other operating income 295 194 210 150 150 

Operating profit before non-recurring costs 1,068 104 1,176 211 1,000 

Non-recurring costs 0 (289) 0 0 0 

Operating profit/(loss) 1,068 (185) 1,176 211 1,000 

Finance income 0 0 12 5 3 

Finance costs (28) (40) (35) 0 0 

Profit/(loss) before tax 1,040 (225) 1,153 216 1,003 

Tax (197) (44) (237) (30) (150) 

Profit/(loss) after tax 843 (269) 916 186 853 

Other comprehensive income           

FX difference on translation of foreign ops (39) 104 3 8 0 

Total comprehensive income for period 825 (708) 919 194 853 

Profit/(loss) attributable to: 0 0 0 0 0 

Owners of the company 831 (660) 933 201 863 

Non-controlling interests 33 (152) (14) (15) (10) 

  864 (812) 919 186 853 

EPS basic, p  4.3 (3.4) 4.8 1.0 4.4 

EPS diluted, p 3.9 (3.1) 4.3 0.9 4.0 

Dividend per share (p) 2.2 0.0 1.5 1.5 1.5 

Source: Company data, ED forecasts      
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Balance Sheet           

Yr to 31 Dec, £’000s 2015 2016 2017 2018e 2019e 

Non-current assets           

Goodwill 8,225 8,225 8,225 8,225 8,225 

Other intangible assets 17 21 15 10 5 

Property, plant & equipment 1,625 1,558 1,147 1,000 1,000 

  9,867 9,804 9,387 9,235 9,230 

Current assets           

Trade & other receivables 4,205 3,350 3,367 3,180 3,000 

Cash & cash equivalents 1,723 1,584 2,661 1,000 1,600 

  5,928 4,934 6,028 4,180 4,600 

Total assets 15,795 14,738 15,415 13,415 13,830 

Current liabilities           

Trade & other payables (4,506) (4,266) (5,120) (3,000) (3,000) 

Current tax payable (18) 146 46 111 50 

Other borrowings (250) (1,000) 0 0 0 

  (4,774) (5,120) (5,074) (2,889) (2,950) 

Non-current liabilities           

Deferred tax liabilities (58) (90) (91) (91) (91) 

Long term loan (750) (200) 0 0 0 

  (808) (290) (91) (91) (91) 

Total liabilities (5,582) (5,410) (5,165) (2,980) (3,041) 

Net assets 10,213 9,328 10,250 10,435 10,789 

Source: Company data, ED forecasts      
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Cash flows from operating activities 

Yr to 31 Dec, £’000s       2015         2016    2017   2018e    2019e 

Cash (outflow)/inflow from operations 192 335 2,559 (1,071) 1,205 

Interest paid (28) (40) (35) 0 0 

Taxation 39 128 (136) (30) (175) 

Net cash inflow from operating 
activities 

203 423 2,388 (1,101) 1,030 

Cash flows from investing 
activities 

          

Interest received 0 0 12 3 3 

Purchase of intangible assets (15) (25) (12) 0 0 

Purchase of property, plant & 
equipment 

(690) (308) (111) (270) (140) 

Net cash outflow from investing 
activities 

(705) (333) (111) (267) (137) 

Cash flows from financing activities           

Bank facility received/(repaid) 500 200 (1,200) 0 0 

Dividends paid (390) (429) 0 (293) (293) 

Net cash outflow from financing 
activities 

110 (229) (1,200) (293) (293) 

(Decrease)/increase in cash and cash 
equivalents 

(392) (139) 1,077 (1,661) 600 

Cash at beginning of period 2,115 1,723 1,584 2,661 1,000 

Cash at end of period 1,723 1,584 2,661 1,000 1,600 

Source: Company data, ED forecasts      
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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 SpaceandPeople 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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