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Unbound Group’s aim is to capitalise on the strengths of and customer 

loyalty to the current core trading business, Hotter Shoes, a digitally led 

retailer, by developing a curated multi-brand retail platform, ‘Unbound’. 

The platform will offer a broader range of new and complementary own-

brand and third-party products and services, via partnerships with relevant 

brands, in order to enhance the company’s addressable market. The 

company’s core target demographic, people aged 55+, is the wealthiest, 

has the highest level of disposable income and is expected to be the 

fastest growing of any age group as the population ages, providing a 

favourable tailwind to management’s ambitions.  

Year end 
Revenue 

(£m) 
PBT* 
(£m) 

EPS* 
(p) 

DPS 
(p) 

P/E 
(x) 

Yield 
(%) 

01/20 85.5 0.5 N/A N/A N/A N/A 

01/21 44.5 (14.3) N/A N/A N/A N/A 

01/22e 52.0 0.3 0.9 0.0 64.1 N/A 

01/23e 59.5 2.0 3.8 0.0 15.0 N/A 

01/24e 65.1 4.7 8.3 0.0 6.9 N/A 

Note: *PBT and EPS are normalised, excluding amortisation of acquired intangibles, 
exceptional items and share-based payments. 

Bounding out 

A new management team has led the transformation of Hotter Shoes to a digitally 

led, vertically integrated retailer of footwear with a focus on comfort technology. The 

transformation included the closure of the majority of its physical store locations, 

increased investment in IT systems and infrastructure to enhance digital capabilities 

and the customer online experience, as well as regaining its (previously lost) focus 

on the core demographic with better product differentiation. Management seeks to 

build on the recent impressive results by leveraging its growing (4.6 million) 

customer database, and partnering with relevant brands to offer products and 

services, in adjacent categories. 

Forecasts: Projecting strong growth 

We forecast a revenue CAGR of 14% in FY21–24e, and a strong increase in 

operating profit from £1.8m in FY22 to £5.9m in FY24. Extrapolating management’s 

medium-term guidance beyond FY24, the FY22–25e CAGRs for revenue and 

operating profit would be c 11% and 72% respectively. Our forecasts exclude any 

additional revenue from potential new partnerships until they are signed. 

Management expects these have the scope to further double Unbound’s profits, 

over and above its stated targets for Hotter, within five years 

Valuation: DCF-based valuation of 165p/share 

Our DCF-based valuation, which excludes any potential new revenues from the 

new digital partnerships, suggests an equity valuation of £70m or 165p per share. 

Despite our estimates for higher growth in revenue and operating profit versus the  

UK online and small-cap retail peers, the P/E multiples for FY23e and FY24e of 

15.0x and 6.9x are at a discount to the UK online retailers in both years (21.4x and 

18.4x) and a discount to the UK small-cap retailers in FY24e (8.5x). 
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Investment summary: A platform for growth 

Company description: Growing offer for targeted demographic 

Unbound Group is seeking to build on the strong foundation of its core trading business, Hotter 

Shoes, to sell a broader range of products to its target demographic, people aged 55+, which has a 

favourable growth and wealth profile. Hotter specialises in the design and manufacture of comfort 

footwear. Management’s strategy is to continue growing Hotter Shoes as a digitally led, direct-to-

consumer (DTC) footwear brand in the UK, US and Europe aimed at its core demographic. It plans 

to leverage the growing customer database (currently 4.6 million customers) by offering a range of 

new and complementary products through the curated ‘Unbound’ digital marketplace. 

Management’s aspiration is for non-Hotter products to represent c 50% of Unbound’s profit by 

FY27, ie suggesting a doubling of profit in addition to the stated medium-term guidance. 

Financials: High growth projected 

Our estimates point to a revenue CAGR of 14% in FY21–24e, and a strong increase in operating 

profit from £1.8m in FY22 to £5.9m in FY24. Extrapolating management’s medium-term guidance 

beyond FY24 would imply FY22–25e CAGRs for revenue and operating profit of 11% and 72% 

respectively. Our forecasts exclude any potential revenue from the Unbound marketplace until the 

partnerships are signed. Management expects these have the potential to further double profits, 

over and above its stated targets for Hotter, within five years. With management expectations of 

first-time revenue from the new partnerships in Q2 of CY22, news flow with respect to the 

partnerships is likely to gather pace in the coming months. Management anticipates consistent 

conversion of EBITDA to operating cash, and reducing fixed asset intensity will help to reduce 

financial gearing, with a target for net debt of below 2x maintainable EBITDA in the short term, and 

a net cash position in the medium term without future strategic spend, eg M&A. There are unlikely 

to be dividend distributions to shareholders in the medium term. 

Valuation: Supported by DCF and peer group valuations  

Our DCF-based valuation, which similarly excludes any new revenues from the Unbound 

marketplace, suggests a share price of £70m or 165p per share. Upside to the share price is 

supported by lower multiples versus the median for other UK online and small-cap peers despite 

our higher projected estimates for revenue growth and profitability for the core Hotter business. We 

recognise that the valuation is prior to any potential discount given the limited public track record, 

smaller market value and liquidity, and the as yet unproven non-Hotter growth strategy. 

Sensitivities: Economy, infrastructure and competition 

Unbound’s key sensitivities include: 

◼ Challenges from the macro/consumer economy and potential negative affects on demand from 

increased competition, COVID-related restrictions and changes in consumer preferences. 

◼ The non-Hotter growth strategy is dependent on management’s ability to curate the 

marketplace, developing relationships with new partners and gaining customer acceptance for 

new products. 

◼ Hotter Shoes manufactures and distributes the majority of its products in one location; therefore 

results could be affected by any event that causes delay or disruption, including from overseas. 

◼ With a high dependence on online sales, Unbound is reliant on the performance of its 

technology platforms, must comply with regulations with respect to data protection and is 

vulnerable to cyber attacks.  
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Company description: Direct-to-consumer retail 

Unbound Group is the parent company for a group that intends to sell a range of brands to a target 

customer base of people aged over 55 years, building on the foundation of its current trading 

business, Hotter Shoes. Hotter Shoes, the trading name of Beaconsfield Footwear, was Electra 

Private Equity’s (ELTA) sole remaining corporate investment, prior to it ceasing to exist as an 

investment trust, and relisting as Unbound Group on AIM on 1 February 2022. 

Hotter specialises in the design and manufacture of comfort footwear and is renowned for its 

product quality, customer service and innovation, epitomised by its pioneering use of comfort 

technology. 

The company’s vision is to ‘help people move better, feel better and do more of what they love’. 

Therefore, management’s strategy is to continue growing Hotter Shoes as a digitally led DTC 

comfort footwear brand in the UK, United States and Europe. In addition, it seeks incremental 

growth by working with partners to sell new and complementary products and brands through the 

curated ‘Unbound’ digital marketplace to its core demographic. The target demographic is the 

wealthiest, has the highest level of disposable income, and is expected to be the fastest growing of 

any age group as the population ages (source: Office for National Statistics), leading to strong 

growth potential in Hotter’s addressable market.  

Management’s financial guidance for Hotter alone (see Financials section) implies strong growth for 

revenue and a significant increase in profitability as it leverages its fixed cost based. In addition, 

management aspires for non-Hotter products to represent 25% of Unbound’s profit in three years, 

and 50% within five years, suggesting a doubling of estimates from current guidance and versus 

our estimates, if the strategy proves successful. 

Hotter’s development 

Established in 1959 by the Houlgrave family and still based in Skelmersdale, Lancashire, Hotter 

Shoes is Britain’s largest shoe manufacturer, with capacity to make 1.3m units pa. The company’s 

trading name was rebranded to Hotter in 1996. In January 2014, ELTA invested £84m in the 

management buyout of Hotter from the company’s founder and Gresham LLP. A further £1m was 

paid in July 2017 for a 1% interest taking the total investment to £85m. Following the opening of the 

first store in 2002, there was a rapid expansion of the UK store base, increasing from 10 to 109 

stores from 2010 to 2016. At the time of acquisition by ELTA, Hotter had more than doubled its 

revenue in the prior four years driven by the favourable demographic changes of its core target 

customer, as well as international growth opportunities in the United States and South Africa. The 

strategy was to continue building the business via more store openings in the UK, further growth in 

international markets, growing online sales, and developing and extending the product range to 

broaden its target market.  

From 2016 to 2018, a combination of internal operational challenges, a loss of focus on the brand’s 

core demographic (ie lack of product vision and brand development), difficult trading conditions in 

key markets, greater discounting and increased costs, such as rent, took their toll on Hotter’s 

profitability. Hotter’s revenue peaked at £101.3m in FY16 (year-ended January) and declined to 

£93.0m in FY19. When coupled with a high level of fixed costs, Hotter was loss making overall but 

profitable at the EBITDA level, and operating cash flow was negative.  

In 2019, the present CEO, Ian Watson was appointed and there followed changes across the 

majority of the senior management team, all with sector-specific and implementation/turnaround 

skills. From a retail-focused single brand footwear business serving mainly women aged over 55 

years, the strategy was, and remains, to focus more on DTC serving both men and women with an 

own brand product offering. This required the company to regain its focus on the core demographic, 

https://www.edisongroup.com/publication/realisation-strategy-at-the-final-stage/30277/
https://www.edisongroup.com/publication/realisation-strategy-at-the-final-stage/30277/
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better differentiate its product, develop the DTC digital channel, improve Hotter’s cost to serve and 

reduce the seasonality of the business.  

With respect to regaining focus on the core demographic and improving product differentiation, the 

company hired a new chief product officer (from Hobbs and prior to that Phase 8 and the White 

Company) and returned to its traditional focus on ‘comfort’ and ‘fit’. It invested in technology such 

as 3D foot scanning and further expanded its range of ‘comfort’ technologies. 

In order to focus on DTC, the store portfolio was significantly rationalised, ultimately leading to a 

Company Voluntary Arrangement (CVA) in July 2020. The CVA led to the closure of 58 

unprofitable/low profitability stores, leaving 17 stores and six concessions in garden centres. In 

addition the company increased its investment in IT systems and infrastructure to enhance its 

digital capabilities and the customer experience. The technology and systems investment focused 

on customer relationship management (CRM), business information, enterprise resource planning 

(ERP), and upgrading the e-commerce platform. 

The product range is continuously refreshed through 10 monthly (excluding December and 

January) product ‘drops’ within two key seasons, which should produce an improved gross margin 

through lower terminal stock and therefore not be required to be discounted.  

The timeline of the Hotter’s transformation to a digitally led business is highlighted below. 

Exhibit 1: Transformation timeline to a digitally led business 

 

Source: Unbound Group capital markets day, 15 September 2021 

We discuss Hotter’s financials in more detail later but, as a result of the transformation to date, in 

H122 and beyond, revenue has grown strongly from most channels, fixed costs have been halved 

leading to all channels being profitable at the EBITDA level according to management, and the 

company generated positive operating cash flow. 
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Unbound’s strategy 

Hotter specialises in the design and manufacture of stylish comfort footwear with a target market of 

people aged over 55 years. It manufactures over 1m pairs of shoes per year, with capacity for 1.3m 

pairs, making it the UK’s largest shoe manufacturer. It is renowned for its product quality, customer 

service and innovation, including a number of proprietary or specialist ‘Comfort Tech’ options, all of 

which are supportive of Hotter’s premium price proposition:  

◼ Freesole is a technology that uses a polyurethane compound to help with support and comfort 

to return 35% of the energy invested in each step back into the next.  

◼ Cushion+ is a proprietary technology that creates ultralightweight and supremely soft shoes by 

using OrthoLite insole and Infinergy technology, the latter inspired by performance sports shoes 

with superior energy return. 

◼ Stability+ is a proprietary balance bar made from thermoplastic polyurethane that sits mid-foot 

to give more lateral support. The shoes also include adjustability points on every shoe, which 

enables tailoring to fit the shape of the foot. 

◼ Precision Fit: with the belief that there is no such thing as the average foot, Hotter offers four 

different shoe widths (slim, standard, wide and extra wide), plus UK whole and half sizes, a 

total of 40 different size and width combinations. 

The Freesole, Cushion+, and Stability+ product ranges were launched in October 2020 as the 

company’s new operating model was implemented and their representation in the range has 

increased significantly.  

In order to ensure customers get the best fitting footwear, and to differentiate its retail experience, 

Hotter has invested in ‘Footprint’ across its store estate including the garden centre concessions. 

Footprint is a 3D foot scanning technology that provides exact foot measurements enabling the 

customisation of product recommendations. Hotter also benefits from the collection of customer 

data including email addresses (for future marketing opportunities) and specific knowledge of the 

customer’s fitting requirements. Hotter also has other technologies in store that enable staff to 

present the available comfort tech options in an interactive way, helping to better inform the 

customer’s buying decision.  

In December 2021, Hotter’s website included non-discounted ranges of 76 styles of footwear 

(boots, shoes and slippers) for women, and 18 styles for men, with a number of colour options 

available for each style. The comfort technology options in each product are easy to identify on the 

website. For women, the price ranges were slippers (£49–75), shoes (£34–109) and boots (£89–

149), and for men were slippers (£59–75), shoes (£99–139) and boots (£105–129). In addition, 

there were 49 styles in the ‘Outlet’ section of the website discounted to prices of £25–75. Its price 

architecture and positioning of women’s footwear versus its competitors is as follows: 

https://www.hotter.com/gb/en
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Exhibit 2: Brand positioning 

 
Source: Unbound Group 

The growth strategy 

Hotter’s target market has historically been women aged over 55 with specific fit and comfort needs 

in footwear, and the company now offers a smaller selection of footwear to men.  

The many growth initiatives that Unbound is pursuing are summarised in Exhibit 3 below.  

Exhibit 3: Unbound’s growth strategy 

 
Source: Unbound Group capital markets day, 15 September 2021 

While its focus demographic has a favourable growth outlook (see below) and will continue to be an 

important target with further range extensions expected, the company aims to broaden the 

proposition significantly by working with partners and other brands to sell a range of products in 

other categories, notably active lifestyle, wellbeing and health, that should appeal to the entire 55+ 

demographic. In return, management hopes to offer Hotter’s products on the partners’ websites. We 

note that the gross margin of wholesale served from the UK was lower (31.8% in H122) versus the 

group average (61.6%), but there are likely to be lower operating costs associated with this 

revenue. 
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The business model for the partnerships is expected to be commission based on revenues and the 

medium-term ambition is non-Hotter products will represent 25% of profit in three years (2024) and 

50% in five years (2026). Management believes the partnerships will be EBITDA and cash 

generative from the outset, but with reinvestment in growth in the short term. 

Initially, the company is focusing on developing brand partnerships in footwear, apparel and 

wellness. Unbound has collected data of purchase behaviour and demographics from its 

distribution channels, ongoing feedback from its customer database and ongoing concept testing. 

Management has identified initial target brand partners and commercial negotiations are in 

progress with multiple parties, with the expectation that new revenues will be generated in the 

second quarter of CY22. At around the same time, Unbound will seek to develop new brand 

partnerships in adjacent markets/categories, with no stated timetable for the expected generation of 

the new revenue streams. Thereafter, management expects to begin developing own branded 

products in the same categories, which should be supportive for gross margins on a relative basis. 

The over-arching criteria for new partners and brands is they must: be relevant to the company’s 

core demographic; be aspirational or desirable, enhance Unbound’s brand; have expertise or 

specialism in the category; and have strong environmental and sustainability credentials.  

Structural growth drivers 

Unbound’s growth outlook is supported by favourable structural drivers that management expects 

will continue to drive increasing penetration of online revenues from its core demographic in its 

categories of focus, summarised as follows: 

◼ Ageing population: the over-55 demographic is expected to grow in absolute terms (see Exhibit 

4), which will increase Unbound’s total addressable market, and the demographic is expected 

to grow at a greater rate than other age groups. 

◼ Wealthiest age demographic with most disposable income: management estimates the core 

demographic accounts for c 57% of total household wealth, and also has the greatest 

disposable income. 

◼ Increasing online penetration and digital literacy: this an ongoing trend for all demographics 

given greater accessibility of lower-cost technology and communications. Retail sales data 

supports the popular conception the COVID-19 pandemic has accelerated the transition from 

offline to online. 

◼ Increasing focus on health and wellbeing: management believes the older demographic is 

becoming increasingly more active and at the same time is seeking to offer more comfort-

orientated products.  

◼ Core demographic materially underserved online and offline: management believes its core 

demographic is less of a focus for mainly online businesses as they are more focused on 

younger demographics. In addition, the long-term decline in the number of retail outlets that 

traditionally focused on the older demographic, for example department stores, provides less 

choice for the core demographic on the traditional high street, accelerating their move online. 

The chart below shows how Unbound’s core target demographic, aged over 55 years, is expected 

to demonstrate the most significant growth in population of any age group in the coming years.  
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Exhibit 4: UK population forecasts 

 

Source: Office for National Statistics, 2018 

From a UK population of 67.2 million in 2020, 20.9 million or 31% of the population were aged 55 

years or over. The Office for National Statistics forecasts that by 2050 the number of people aged 

over 55 years will be 27.2 million or 37% of the total population of 73.6 million people. Over this 

period, the total population is expected to grow by c 10%, but those aged over 55 years will grow by 

a more significant c 30%. Within the 55+ age range, the greatest growth will be among those aged 

over 75 years (79% growth from 5.8 million in 2020 to 10.4 million in 2050), followed by 65–74 

years (c 16% growth from 6.7 million to 7.8 million) and 55–64 years (c 7% growth from 8.4 million 

to 8.9 million). 

Beyond, the long-term structural drivers mentioned above, with respect to Hotter’s current market 

exposure, the UK women’s footwear segment is forecast to grow from £3.1bn in 2020 to £3.9bn in 

2024, a CAGR of 5.9% (source: Admission Document).  

Distribution channels 

Hotter’s sales are primarily through its own DTC channels with a full proposition across digital and 

mobile, and it also has a physical retail exposure, albeit much reduced following the CVA. From a 

geographic perspective, the majority (93%) of Hotter’s H122 sales were in the UK, c 7% of sales (in 

H122) were in the United States, and there is some minor unspecified revenue outside the UK and 

United States. The following chart shows the development of Hotter’s revenue split since the arrival 

of the new management team, including the effects of the retail stores closed during the CVA.  

Exhibit 4: Revenue progression Exhibit 5: Revenue split H122 

  

Source: Unbound Group Source: Unbound Group 

Management’s focus on developing DTC and the other changes to the customer proposition have 

led to DTC’s importance to the group increasing over this time. Hotter’s UK DTC (online and offline) 

revenue has increased from 64% (£12.8m) of Hotter’s H121 revenue (£20m) to 71% (£17.8m) of 
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the total (£25m) in H122. The online versus offline classification of DTC revenue simply refers to 

how the customer’s order is received: online is a ‘pure’ digital sale via the company’s website, app 

or in response to its email campaigns, while offline refers to sales received via the company’s call 

centre. 

The increasing importance of DTC and the move to more monthly supply drops should be 

supportive for gross margin given the ability to flex pricing quicker and require lower stock 

commitment that should help to reduce markdown risk.  

The growth of DTC revenue has been by driven by steady growth in Hotter’s customer database to 

4.6m at the end of August 2021, improved marketing to and conversion of those customers to a 

sale, and the general company-wide benefits from the return to Hotter’s ‘roots’ and subsequent new 

product development. Management estimates c 29% of the total UK 55+ female population is 

registered in its customer database. 

Below we show how the numbers of both ‘email’ and ‘analogue’ customers have increased since 

2018. The growth has been fuelled by the company’s cultural shift to focus on digital; enhanced 

data capture including when customers are in store; and the relaunch of the company’s app in 

February 2021. Management believes the improved functionality of the new app, including an 

augmented reality ‘try on’ functionality, has been significant in helping to grow downloads of the 

app, reaching 70k downloads by August 2021 from 24k on relaunch in February. In turn, these new 

customers are proving to be more productive, with a conversion rate to revenue that is twice that of 

new customers from other sources. Management will continue to invest in the functionality of the 

app, including plans to offer foot sizing. 

Exhibit 6: Number of database customers (000s) 
 

2018 2019 2020 2021 Aug-21 Sep-21 Oct-21 

Email 651 691 731 766 846 850 >1,000 

Analogue 3,255 3,389 3,565 3,672 3,663 
  

Total 3,906 4,080 4,296 4,438 4,509   4,600 

Source: Unbound Group capital markets day, 15 September 2021 and Electra Private Equity 

‘Email’ customers are, by definition, those for whom Hotter has their email contact details and are 

relatively easy to market to. ‘Analogue’ customers are those for whom it has names, addresses and 

telephone numbers etc.  

We cannot attest to the ‘quality’ of the analogue customer database, specifically how up to date 

customers’ details are given likely changes since initially collecting the details, due to potential 

changes of address and deaths, etc. However, it is encouraging that the number of analogue 

customers increased at a CAGR of c 4% from 2018 to 2021, and the number of email customers 

has grown at a greater rate, a CAGR of 6% from 2018 to 2021, with an apparent acceleration 

through FY22, reaching more than one million customers by the end of October 2021. The growth 

is testimony to the company’s enhanced marketing/CRM capabilities against a backdrop of Hotter 

having fewer physical stores over this period.  

The newly disclosed KPIs for DTC UK show a relatively consistent improvement for most: online 

visits, order volumes and gross order value. 

Exhibit 7: Hotter’s UK DTC KPIs 
 

FY19 FY20 H121 H221 FY21 H122 

Total online visits ('000) 12,254 13,285 6,729 7,803 14,532 8,486 

Total order volume ('000) 403 456 275 308 583 311 

Conversion rate 3.3% 3.4% 4.1% 
 

4.0% 3.7% 

Average order quantity 1.4 1.4 1.5 
 

1.4 1.4 

Gross average order value (£) 64.0 66.0 54.0 
 

57.0 66.0 

Source: Admission Document 
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The increase in online visits and conversion were attributed to more efficient direct marketing and a 

better user experience on the website. H122’s gross order value returned to pre-COVID levels of 

£66, following a high level of discounting in FY21 (across all channels) to clear excess stock. 

As already highlighted, since the arrival of Ian Watson as CEO in 2019, the store base has been 

rationalised so that Hotter currently has a presence in 17 key standalone town/city locations 

including Aberdeen, Cambridge, Cardiff, Exeter, Norwich and York as well as seven garden centres, 

which gives nationwide coverage. During the CVA in July 2020, Hotter closed 58 locations and was 

left with 17 profitable standalone stores. The stores or ‘technology centres’ are important for new 

customer recruitment and also the offer of the important Footprint 3D technology, which scans 

customers’ feet. In FY20, the closed stores generated £25m revenue, or c 29% of Hotter’s total 

reported revenue of £85.5m. 

Wholesale served from the UK includes digital partnerships, which refers to the offer of selected 

ranges via other retailers such as Amazon (UK, EU and US), Debenhams (relaunched July 2021), 

John Lewis (October 2021), Next, Very and Zalando (October 2021), as well as its traditional 

wholesale revenue, ie sales to independent retailers. These help to increase the company’s 

distribution, and further limit the need for its own store infrastructure. The growth of sales through 

digital partnerships of 28% y-o-y in H122 is testimony to the attractiveness of the brand to other 

partners. With respect to other wholesale, the growth outlook for this revenue is dependent on the 

health of the high street and the attractiveness of the independent retailer to Hotter and vice versa. 

Infrastructure and sourcing 

Based in one location in Skelmersdale, Lancashire, Hotter is a vertically integrated manufacturer 

and retailer. It manufactures c 80% of its products in the UK, with shoe uppers sourced from India, 

and the remainder is sourced as completed products from China, India, Portugal and Vietnam. In 

addition to the direct sourcing of completed products from overseas, Hotter also sources other 

inputs and work-in-progress from overseas markets. Therefore, in aggregate c 90% of inputs are 

sourced outside the UK. Management is currently in the process of exploring additional European 

suppliers, and placed a strategic focus on the manufacturing process to increase efficiency and 

reduce wastage and labour time.  

We believe the existing infrastructure can support a significant of level of growth given prior to the 

recent investment in technology and closure of a good proportion of the retail estate. The 

infrastructure previously supported a revenue base of over £100m in 2017 versus FY21’s £44.5m. 

In the 2 November 2021 trading update, management pointed to a reduction in the supply chain 

disruption due to COVID-19 related lockdowns in India and Vietnam that it had experienced in 

August and September. Naturally, Hotter is also experiencing higher incoming freight costs, notably 

air freight, and therefore management is looking to re-introduce sea freight as a more cost effective 

and environmentally friendly option. Notwithstanding this increased cost pressure, management 

indicated that costs are in line with those expected for its medium-term guidance.  

Management 

Neil Johnson – non-executive chairman: Neil became executive chairman of ELTA in March 

2018 after joining as a non-executive chairman and director in May 2016. Currently he is also a 

chairman of QinetiQ Group and senor independent director of the Business Growth Fund. 

Ian Watson – chief executive officer: Ian was appointed as CEO of Hotter Shoes in March 2019 

and has been responsible for the development of the strategy. Prior to joining Hotter, he was CEO 

of Start-Rite Shoes, European MD at Britax Childcare and a senior vice president at Newell Brands.  
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Daniel Lampard – chief financial officer: Dan joined Hotter as CFO in August 2021. His prior 

roles include CFO of D2C Glanbia Performance Nutrition, FD at AO World Group, and Manchester 

Airport Group. 

Sensitivities 

We see the main sensitivities as follows: 

◼ Unbound is clearly exposed to the outlook for consumer discretionary income and spending, 

and wider macroeconomic issues that could affect suppliers and its ability to service debt. The 

OECD expects UK GDP growth to remain strong at 4.7% in 2022, albeit lower than 2021’s 

6.9%, with fewer disruptions from COVID than in 2021. However, inflation is expected to peak 

at over 5–6%, and consumer incomes will be squeezed by national insurance increases and 

the recent increase in interest rates. Unbound’s target customer, with a greater share of 

accumulated wealth, may prove less vulnerable to some macroeconomic factors than other age 

groups. 

◼ The footwear market, as well as other potential product categories that may be pursued via 

digital partnerships, is subject to changes in consumer preferences and fashion trends. 

Unbound’s future growth prospects may also be negatively affected by new competing 

products with superior technology. 

◼ The footwear market is highly competitive, and the markets targeted via partnerships may take 

Unbound into markets that are less/more competitive. In addition, new or existing competitors 

may increase their focus on Unbound’s target demographic and categories. 

◼ Management’s ambition to grow revenue via its curated marketplace depends on its ability to 

find and manage relationships with new partners, and to market the new products to new and 

existing customers successfully. We note that Unbound will not be assuming any inventory risk 

with these new products. Hotter currently sells its products via existing partnerships with John 

Lewis, Zalando and Very Group etc, requiring the continued maintenance of existing good 

relationships and ongoing customer satisfaction. 

◼ Hotter Shoes manufactures and distributes the majority of its products at/from its factory and 

distribution centre in Skelmersdale, Lancashire, therefore its results could be affected by any 

event that causes delay or disruption to its ability to source (predominantly overseas), 

manufacture and distribute raw materials and finished goods. 

◼ Unbound’s future results may be negatively affected by future lockdowns and operating 

restrictions due to the COVID pandemic. Historically, COVID has affected customer demand, 

as well as its ability to source from international markets (which may continue to have lower 

vaccination rates than the UK), and to manufacture and distribute its products. Relative to 

competitors with a greater physical presence, online demand may prove more resilient in future 

periods of restrictions. These may be covered by existing insurance policies. 

◼ Management has aspirations to grow Unbound at a much higher rate than it has historically 

developed, which will include further investments in technology and infrastructure. This may 

include M&A activity and the consequent funding and execution risks. 

◼ With a high dependence on online sales, Unbound is reliant on the performance of its 

technology platforms and regulations with respect to protecting the data of its customers. 

◼ The company currently has negative net assets and shareholder equity, which may limit further 

dividend distributions, if profitability does not improve as management guides.  

◼ With a high dependence on online sales, it is reliant on the performance of its technology 

platforms, must comply with regulations with respect to data protection and is vulnerable to 

cyber attacks. 
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Financials 

Income statement: High rates of growth projected 

At the capital markets day (CMD) in September 2021, management provided medium-term 

guidance and reiterated the guidance in the Admission Document (January 2022) on how it expects 

Hotter’s and Unbound’s financials to evolve in the medium term. Although there is no stated 

timeframe for the ‘medium term’, the fact that some constituents (see below) specify FY23, we 

assume ‘medium term’ refers to FY24 onwards.  

With respect to Hotter, the guidance is summarised as follows:  

◼ UK DTC: online mid-teen percentage annual growth, and offline mid-single-digit percentage 

annual growth. 

◼ UK retail: recovers to FY20 levels by end of FY23 and then stable. Therefore the consideration 

here is the rate of recovery to FY23. 

◼ US DTC: undergoing strategic review and will be maintained at current levels in the short term. 

◼ Hotter digital partnerships: double-digit percentage annual growth. 

◼ Wholesale: maintained at current levels. 

◼ Gross margin: approximately two percentage points above pre-COVID levels from FY23 as 

disruption diminishes and the positive impact of differentiated product drives margin. 

◼ EBIT margin to reach mid-teen percentage over the medium term. 

We believe the broad underlying assumptions for the guidance are improved marketing to increase 

brand awareness, which will continue to drive growth in the number of customers, as well as 

product improvements and range extensions. 

The medium-term guidance for the Unbound partnership model is:  

◼ First revenues from H122, ie Q2 of CY22. 

◼ Profit from non-Hotter revenues targeted at 25% of group profit in three years, ie FY25, and 

50% in five years, ie FY27. 

◼ Unbound partnerships will be EBITDA and cash generative from the outset but with 

reinvestment in growth in the short term. 

◼ No investment required in inventory in the short/medium term.  

Our forecasts, which are in line with management’s guidance excluding any potential upside from 

new digital partnerships, are show below. We exclude revenue from any new digital partnerships for 

the time being as the company has yet to sign any agreements with partners. 
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Exhibit 8: Summary income statement 

£m FY19 FY20 H121 H221 FY21 H122 H222e FY22e FY23e FY24e 

Revenue 93.0 85.5 20.0 24.5 44.5 25.0 27.0 52.0 59.5 65.1 

Growth y-o-y 
 

(8.1%) (54.2%) (41.5%) (48.0%) 25.0% 10.3% 16.9% 14.4% 9.5% 

 - DTC UK 32.7 31.5 12.8 17.0 29.9 17.8 17.1 34.9 38.0 42.9 

   Growth y-o-y 
 

(3.5%) (23.3%) 15.3% (5.2%) 38.8% 0.3% 16.9% 8.9% 12.8% 

 - Retail UK 41.5 38.3 2.7 2.5 5.2 2.9 5.2 8.1 11.3 11.6 

   Growth y-o-y 
 

(7.7%) (85.9%) (87.1%) (86.5%) 8.6% 110.2% 56.9% 40.0% 2.0% 

 - Wholesale served from UK 5.7 5.6 1.6 2.2 3.8 1.9 2.0 3.9 5.0 5.6 

   Growth y-o-y 
 

(0.8%) N/D N/D (32.5%) 18.2% (8.4%) 2.6% 29.5% 10.2% 

 - DTC - Rest of World 13.2 10.1 2.9 2.7 5.6 2.4 2.7 5.1 5.1 5.1 

   Growth y-o-y 
 

(23.7%) N/D N/D (44.1%) (17.4%) (2.2%) (10.0%) 0.0% 0.0% 

Gross profit N/D 53.5 10.1 13.1 23.2 15.4 17.6 33.0 38.4 42.2 

Gross margin 
 

62.5% 50.7% 53.4% 52.2% 61.6% 65.3% 63.5% 64.5% 64.8% 

EBITDA N/D 10.9 (6.3) (0.6) (6.9) 2.4 3.2 5.5 7.5 10.6 

Margin 
 

12.8% (31.3%) (2.6%) (15.5%) 9.4% 11.8% 10.6% 12.6% 16.3% 

Operating profit N/D 2.2 (10.6) (2.5) (13.1) 0.5 1.3 1.8 3.3 5.9 

Operating margin 2.6% (52.8%) (10.4%) (29.5%) 2.1% 4.8% 3.5% 5.5% 9.0% 

 Source: Unbound Group, Edison Investment Research 

We forecast revenue to grow by c 17% to £52.0m in FY22, and by a further c 14% in FY23 and 

c 10% in FY24 to £65.1m. We note that Beaconsfield Footwear’s revenue peaked at £101.3m in 

FY16, therefore we believe the existing infrastructure has sufficient capacity to meet our revenue 

growth projections. 

In aggregate, our revenue CAGR in FY21–24e is c 14%, and if we extend management’s medium-

term guidance through FY25 the revenue CAGR in FY22–25e would be c 11%.  

Revenue declined through FY21 due to the CVA and the negative effects of COVID. H122’s results 

to July 2021 and subsequent trading updates (to October 2021 and December 2021) indicate that 

the reshaping of Hotter as a largely DTC business is producing impressive results. In H122, 

Hotter’s continuing revenue (excluding revenue from closed retail sites) increased by 25% to £25m, 

and if we exclude the revenue from closed retail sites, the growth rate was a more impressive 34%. 

The strong recovery in sales led to a more significant increase in gross profit to £15.4m (H121: 

£10.1m), a notable increase in gross margin to 61.6% from 50.7%. Absolute year-on-year 

reductions in fixed costs and reductions in variable costs (relative to revenue) helped to take Hotter 

back to profitability. 

In the trading update of 2 November 2021, ELTA reported Hotter’s revenue for the last 12 months 

(to end October 2021) of £50.4m with continued growth in DTC and recovery in retail. In addition, 

gross margins and costs during the period were consistent with those envisaged in the medium-

term guidance provided at the CMD. As previously highlighted, revenue growth was driven by 

strong growth in the number of DTC customers and profitability has been managed despite supply 

disruption and freight costs. In a further trading update on 2 December 2021, Q3 sales were 

reported to have grown by 9% and gross margin improved to 65.8%from 56.2% in the comparative 

period. Trading in the key Black Friday period grew by more than 10% compared to the same 

period last year. 

Our estimate of a gross margin of 63.5% in FY22 and 64.5% in FY23 compares with management’s 

guidance of approximately two percentage points above pre-COVID levels (62.5%) from FY23. 

We forecast a strong increase in Unbound’s operating profit to £1.8m (margin of 3.5%) in FY22, 

implying an H222 margin of 4.8% and an increase to £5.9m (margin of 9.0%) by FY24. If we extend 

management’s medium-term guidance to a mid-teens operating margin by FY24, the CAGR for 

EBIT in FY22–25e would be c 72%. The higher operating margin is expected from leveraging the 

fixed cost base, which represented c 30% of sales in FY21 (source: CMD presentation, September 

2021).  

Unbound is unlikely to pay corporation tax for a couple of years as it has a tax asset of accumulated 

losses brought forward of c £8m.  
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Cash flow and balance sheet: improving financial position 

Exhibit 9: Summary cash flow 

£m FY20 H121 H221 FY21 H122 H222e FY22e FY23e FY24e 

Operating cash flow 9.0 2.4 0.1 2.6 3.0 2.7 5.7 7.3 9.8 

 - Profit/ (loss) before tax (8.7) (19.2) 7.7 (11.6) (2.1) 1.7 (0.5) 2.0 4.7 

 - Working capital (0.3) 5.9 0.4 6.3 0.4 1.0 1.4 0.4 (0.2) 

Investing cash flow (6.1) (1.9) (0.3) (2.2) (0.5) (1.1) (3.1) (2.5) (2.5) 

 - Capex and intangibles (6.1) (1.9) (0.8) (2.7) (0.5) (1.1) (1.6) (2.5) (2.5) 

Financing cash flow (1.8) (0.7) (0.2) (0.8) (0.1) (0.4) (0.5) (0.8) (0.8) 

 - Borrowings 2.0 (0.5) 0.4 (0.2) (2.5) (5.0) (7.5) (2.0) (2.0) 

 - Lease payments (6.5) (3.4) (1.1) (4.5) (0.9) (0.9) (1.8) (1.8) (1.8) 

Closing cash 8.6 5.3 4.3 4.3 3.4 (1.9) 5.3 5.6 8.5 

Closing net debt/ (cash) pre IFRS 16 9.2 N/D 15.5 15.5 16.4 7.0 7.0 4.7 (0.3) 

Closing net debt/ (cash) post IFRS 16 33.4 N/D 24.4 24.4 24.7 15.9 15.9 13.6 8.7 

Net debt/ EBITDA (x) 
  

(2.2) 
  

1.3 0.6 (0.0) 

Operating cash/ EBITDA (0.4) (0.2) (0.4) 1.3 0.8 1.0 1.0 0.9 

Relative to sales: 
        

Operating cash flow 10.5% 12.2% 0.6% 5.8% 12.0% 10.0% 11.0% 12.3% 15.1% 

 - Working capital (0.4%) 29.7% 1.4% 14.1% 1.7% 3.7% 2.8% 0.7% (0.3%) 

Investing cash flow (7.1%) (9.4%) (1.3%) (5.0%) (1.8%) (4.2%) (6.0%) (4.2%) (3.8%) 

 - Capex and intangibles (7.1%) (9.4%) (3.1%) (6.0%) (1.9%) (4.2%) (3.1%) (4.2%) (3.8%) 

Financing cash flow (2.1%) (3.3%) (0.7%) (1.8%) (0.4%) (1.5%) (1.0%) (1.3%) (1.2%) 

Source: Unbound Group, Edison Investment Research 

The improvement in Hotter’s profitability, along with lower working capital intensity (improved stock 

management and improved payment terms secured with suppliers in H122) and lower cash tax 

payments, has translated into a significant improvement in cash flow. 

We forecast an improvement in Unbound’s cash generation and financial position, mainly due to 

expectations of higher profitability. In the medium term, management guides for operating cash 

generation to be in line with EBITDA, with no significant change in its working capital intensity. We 

assume consistent inventory (relative to cost of goods sold), debtor (relative to sales) and creditor 

(relative to total costs) days in our forecasts. 

Annual capex (tangible and intangibles) of £2.5m is expected, with no material one-off spend 

required in the medium term.  

At the end of H122, Hotter had a net debt position pre-IFRS 16 liabilities of £16.4m, with gross debt 

of £19.8m and gross cash of £3.4m. Subsequent to the H1 balance sheet date, ELTA has injected 

£5m of equity which was used to pay down debt at the same time the debt was refinanced, and a 

number of assets have been transferred across from ELTA to Unbound, including c 2m shares in 

Hostmore, which management expects to realise and cash of £1m. Therefore by the end of January 

2022, we estimate Unbound’s net debt position at c £7.0m. At the end of H122, Hotter had IFRS 16 

liabilities of £8.3m. 

With respect to financial gearing, management targets net debt (pre-IFRS 16 liabilities) of below 2x 

maintainable EBITDA in the short term, and a net cash position in the medium term without future 

strategic spend. 

Management does not envisage paying a dividend in the near term. 

The CVA in FY21 led to the closure of the majority of Hotter’s store portfolio, and the associated 

costs led to negative net assets, which we forecast to gradually rebuild to positive net assets as 

profitability and cash generation improve.  
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Valuation 

We value Unbound using a discounted cash flow (DCF) based valuation analysis, and consider its 

valuation and growth prospects relative to a range of peers in similar industries. 

DCF: Valuation of c 165p per share 

Our DCF-based valuation extends our published forecasts beyond FY24 to FY32. After FY24, we 

assume revenue growth rates and profitability in line with management’s medium-term guidance to 

FY25, before fading revenue growth down to 2% by the terminal year and a stable EBIT margin of 

13% from FY24. We reiterate that we include no valuation upside from potential marketplace 

partnerships. 

We assume a weighted average cost of capital of 9.3%, which includes a cost of equity of 12% 

(risk-free rate 3%, risk premium 6%, beta of 1.5) and a pre-tax cost of debt of 6.5%), giving an 

equity valuation of £70m or 165p per share. This would represent an EV/sales multiple of 1.4x in 

FY23 and 1.3x in FY24, and EV/EBIT multiples of 26.1x and 14.6x respectively. Changing the 

assumptions for the cost of capital and terminal growth rate would change the DCF valuation as 

follows: 

Exhibit 10: DCF sensitivity (pence per share) 
  

Terminal growth rate  
 0.0% 1.0% 2.0% 3.0% 4.0% 

W
A

C
C

 

11.3% 106 112 119 129 140 

10.8% 113 120 129 140 153 

10.3% 121 129 139 152 169 

9.8% 130 140 151 166 186 

9.3% 140 151 165 183 207 

8.8% 151 164 180 202 233 

8.3% 164 178 198 225 265 

7.8% 178 195 219 253 304 

7.3% 194 215 244 287 356 

6.8% 212 238 274 330 426 

Source: Edison Investment Research 

To put our equity valuation of £70m in context, we consider recent valuations attributed to Hotter 

Shoes by ELTA, which we believe were based on peer group valuation multiples. We also note in 

this context the positive effect of Unbound’s improved net debt position versus the end of 

September 2021. 

In its second interim results release, to the end of September 2021, ELTA indicated an equity value 

for Hotter of £59.4m or £33.5m, reflecting a discount for potential transaction risk and liquidity. This 

valuation excluded other assets and net liabilities to be realised or retained, including the residual 

shareholding in Hostmore, which totalled £13.2m. 

Prior to this, equity valuations for Hotter according to ELTA’s financial statements were volatile: 

September 2016: £72m, September 2017: £71m, September 2018: £15m and September 2019: 

£33m, and compare with the ELTA’s initial purchase cost of £85m. We reiterate the changes in 

Hotter’s financial performance, moving from FY14 revenue of £88.7m and operating profit of 

£10.0m to FY19 revenue of £93m and an operating loss of £1.8m, all pre-IFRS accounting and 

worse in FY20 and FY21 due to the CVA and COVID. 

Peer group multiples: Wide range of multiples 

Unbound (at this stage Hotter) has few directly comparable peers due to its scale, business mix, 

geographic exposure and its vertically integrated business model. We also highlight Hotter’s 

restructuring and the differing levels of disruption on the company from COVID-related lockdowns 
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and subsequent re-openings versus the other companies may make near-term comparison of 

growth rates and profitability more challenging. 

In Exhibit 12, we show consensus estimates and valuation multiples for a number of peers in 

different categories with a market value below or around £100m: footwear manufacturers/retailers, 

UK online companies across a broad range of product categories and small-cap retailers including 

other AIM-listed retailers (there is some overlap with the online companies). All valuation measures 

are annualised to January, Unbound’s year end. 

The footwear companies have a greater global presence and significantly higher market values 

than Unbound. The median estimated rates of sales growth for FY1 and FY2 of 16% and 13% are 

comparable with our estimates of Unbound, but these companies are more profitable, warranting a 

higher multiple than Unbound. 

The UK online companies have a wide range of market values due to differing geographic 

coverage, product mix and therefore size of addressable market. The median expected revenue 

growth rates of (1%), 12% and 15% for FY1–FY3 are lower than our expectations for Unbound. Our 

forecasts for Unbound’s EBIT margin of 3.5%, 5.5% and 9.0% in the next three financial years are 

expected to grow at a better rate than the median for these companies, but there is a wide range of 

estimated margins for the peers due to a combination of competitive intensities and variable 

product margins. We therefore believe Unbound’s premium sales growth and potentially improving 

margin warrant a premium to the median for the online companies, before any size or liquidity 

discount. We reiterate that our forecasts include no incremental revenue for new digital 

partnerships. 

The small-cap retailers also have a diverse range of product category exposures, greater exposure 

to physical locations than Unbound and have been affected by the COVID pandemic in different 

ways, as evidenced by the wide range of expected consensus sales growth rates. The median 

expected sales growth rate of c 25% in FY1 reflects recovery and growth thereafter of 3–4% is 

lower than we forecast for Unbound. We therefore believe Unbound’s higher and more consistent 

expected revenue growth and profitability warrant a higher valuation, before any discount for size or 

liquidity. 
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Exhibit 11: Peer valuations 

Company Year-end Share price 
(local ccy) 

Market 
value 

(local m) 

Sales 
growth 

FY1 (%) 

Sales 
growth 

FY2 (%) 

Sales 
growth 

FY3 (%) 

EBIT 
margin 

FY1 (%) 

EBIT 
margin 

FY2 (%) 

EBIT 
margin 

FY3 (%) 

EV/Sales 
Jan 23 (x) 

EV/Sales 
Jan 24 (x) 

EV/EBIT 
Jan 23 (x) 

EV/EBIT 
Jan 24 (x) 

P/E 
Jan 23 (x) 

P/E 
Jan 24 (x) 

Adidas Dec 246 47,143 7 10 9 9.6 11.0 11.9 2.0 N/A 18.3 N/A 25.3 N/A 

Dr Martens Mar 314 3,123 18 17 15 23.3 24.1 24.7 3.3 2.8 13.6 11.6 17.0 14.6 

Geox Dec 1.1 277 14 13 8 (5.6) 0.7 3.5 0.9 N/A 96.1 N/A N/A 23.0 

Nike May 148.7 235,154 6 14 10 14.6 16.8 17.6 4.5 4.0 27.6 23.1 33.5 28.0 

Puma Dec 94.7 14,246 29 12 11 8.0 9.2 10.1 1.9 N/A 20.6 N/A 32.3 27.9 

Skechers USA Dec 42.5 6,622 35 12 10 9.7 10.4 11.0 0.8 N/A 8.1 N/A 13.9 N/A 

Median – footwear 
   

16 13 10 9.7 10.7 11.4 2.0 3.4 19.4 17.4 25.3 25.5 

AO World Mar 102 487 (4) 4 9 (1.2) (0.4) 0.3 0.4 0.3 N/A 159.3 N/A 104.1 

ASOS Aug 2,137 2,136 11 16 15 3.0 3.5 3.9 0.5 0.4 15.1 11.5 21.4 16.2 

boohoo group Feb 104 1,313 14 12 20 4.2 4.0 5.0 0.6 0.5 19.2 13.2 17.0 12.0 

Gear4music Holdings Mar 642 134 (5) 15 11 4.4 5.1 5.8 0.9 0.8 18.8 14.9 23.0 18.4 

In The Style Group Mar 91 48 27 27 23 0.6 2.5 4.6 0.6 0.5 25.0 10.5 23.0 16.6 

Made.Com Group Dec 102 398 52 42 23 (4.7) 0.6 1.5 0.4 N/A 62.7 N/A N/A 304.7 

Moonpig Group Apr 315 1,074 (23) 10 15 18.0 18.5 18.7 3.9 3.4 21.3 18.5 27.2 23.5 

musicMagpie Nov 164 175 (4) 7 9 (1.2) 6.3 7.6 1.1 N/A 16.5 N/A 21.4 4.2 

N Brown Group Feb 40 183 (1) 5 6 7.5 7.2 N/A 0.6 0.6 11.1 N/A 4.9 4.2 

Naked Wines Mar 516 379 3 14 15 (0.0) (0.5) 0.1 0.8 0.7 N/A 1425.6 N/A 361.6 

Sosandar Mar 28 61 123 42 36 N/A N/A N/A 1.5 1.1 N/A N/A 62.3 29.9 

Studio Retail Group Mar 110 95 (6) 6 12 7.8 8.5 10.7 0.7 0.6 7.9 5.7 3.3 2.4 

Virgin Wines UK Jun 200 111 (3) 12 10 8.5 9.0 9.2 1.3 1.2 14.7 12.9 20.7 18.9 

Median – UK online retail 
   

(1) 12 15 3.6 4.5 5.0 0.7 0.6 17.7 13.2 21.4 18.4 

Angling Direct Jan 56 43 7 13 N/A N/A N/A N/A 0.4 N/A N/A N/A N/A N/A 

Mothercare Mar 18 102 (6) (3) (3) 11.8 19.1 23.8 1.5 1.5 8.2 6.5 10.7 8.4 

QUIZ Mar 15 18 161 (13) 6 (1.7) 1.3 2.1 0.2 0.2 25.3 8.7 32.9 14.3 

SCS Group Jul 221 84 20 2 3 5.0 4.2 4.2 0.3 0.3 6.5 6.9 13.4 11.4 

Shoe Zone Sep 139 69 31 4 4 5.2 5.1 10.0 0.6 0.6 11.9 8.7 13.1 8.5 

The Works co uk Apr 62 39 37 8 8 3.2 2.4 2.6 0.5 0.5 20.9 19.5 7.1 7.2 

Median – UK small cap retail 
   

25 3 4 5.0 4.2 4.2 0.5 0.5 11.9 8.7 13.1 8.5 

Unbound Group Jan 57.0 24 17 14 9 3.5 5.5 9.0 0.7 0.6 12.2 6.8 15.0 6.9 

Premium/(discount) to footwear 
         

(66%) (82%) (37%) (61%) (41%) (73%) 

Premium/(discount) to UK online retail 
        

2% 3% (31%) (48%) (30%) (63%) 

Premium/(discount) to UK small cap retail 
        

39% 21% 2% (22%) 15% (19%) 

Source: Refinitiv, Edison Investment Research. Note: Priced 3 February 2022. 
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Environmental, social and governance (ESG) 

Management’s progress and future strategy with respect to ESG initiatives is summarised as 

follows:  

Exhibit 12: ESG strategy 

 

Source: Unbound Group capital markets day, 15 September 2021 
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Exhibit 13: Financial summary  
  

£m 2020 2021 2022e 2023e 2024e 
Year end January 

  
IFRS IFRS IFRS IFRS IFRS 

INCOME STATEMENT 
       

Revenue     85.5 44.5 52.0 59.5 65.1 

Cost of Sales 
  

(32.1) (21.3) (19.0) (21.1) (22.9) 

Gross Profit 
  

53.5 23.2 33.0 38.4 42.2 

EBITDA     10.9 (6.9) 5.5 7.5 10.6 

Normalised operating profit     2.2 (13.1) 1.8 3.3 5.9 

Amortisation of acquired intangibles 
  

0.0 0.0 0.0 0.0 0.0 

Exceptionals 
  

0.0 0.0 0.0 0.0 0.0 

Share-based payments 
  

0.0 0.0 0.0 0.0 0.0 

Reported operating profit 
  

2.2 (13.1) 1.8 3.3 5.9 

Net Interest 
  

(1.7) (1.1) (1.5) (1.3) (1.2) 

Joint ventures & associates (post tax) 
  

0.0 0.0 0.0 0.0 0.0 

Exceptionals 
  

(9.2) 2.7 (0.7) 0.0 0.0 

Profit Before Tax (norm)     0.5 (14.3) 0.3 2.0 4.7 

Profit Before Tax (reported)     (8.7) (11.6) (0.5) 2.0 4.7 

Reported tax 
  

0.3 2.6 0.1 (0.4) (1.2) 

Profit After Tax (norm) 
  

0.4 (11.5) 0.4 1.6 3.5 

Profit After Tax (reported) 
  

(8.3) (9.0) (0.4) 1.6 3.5 

Minority interests 
  

0.0 0.0 0.0 0.0 0.0 

Discontinued operations 
  

0.0 0.0 0.0 0.0 0.0 

Net income (normalised) 
  

0.4 (11.5) 0.4 1.6 3.5 

Net income (reported) 
  

(8.3) (9.0) (0.4) 1.6 3.5         

Basic average number of shares outstanding (m) 
 

N/A N/A 42 42 42 

EPS - basic normalised (p)     N/A N/A 0.9 3.8 8.3 

EPS - diluted normalised (p)     N/A N/A 0.9 3.8 8.3 

EPS - basic reported (p)     N/A N/A (0.9) 3.8 8.3 

Dividend (p) 
  

N/A N/A 0.0 0.0 0.0         

Revenue growth (%) 
  

(8.1) (48.0) 16.9 14.4 9.5 

Gross Margin (%) 
  

62.5 52.2 63.5 64.5 64.8 

EBITDA Margin (%) 
  

12.8 (15.5) 10.6 12.6 16.3 

Normalised Operating Margin 
  

2.6 (29.5) 3.5 5.5 9.0         

BALANCE SHEET 
       

Fixed Assets     31.9 19.2 20.4 20.2 18.6 

Intangible Assets 
  

3.1 4.1 4.2 4.6 4.8 

Tangible Assets 
  

27.4 11.6 11.2 10.9 10.2 

Investments & other 
  

1.4 3.5 5.0 4.7 3.5 

Current Assets     23.5 12.9 13.6 14.9 18.7 

Stocks 
  

11.2 6.0 5.3 5.9 6.4 

Debtors 
  

3.6 2.5 2.9 3.3 3.7 

Cash & cash equivalents 
  

8.6 4.3 5.3 5.6 8.5 

Other 
  

0.2 0.1 0.1 0.1 0.1 

Current Liabilities     (33.9) (32.0) (25.7) (25.1) (23.8) 

Creditors 
  

(10.8) (10.9) (12.1) (13.5) (14.2) 

Tax and social security 
  

0.0 0.0 0.0 0.0 0.0 

Short term borrowings 
  

(17.8) (19.8) (12.3) (10.3) (8.3) 

Leases 
  

(5.3) (1.3) (1.3) (1.3) (1.3) 

Other 
  

0.0 0.0 0.0 0.0 0.0 

Long Term Liabilities     (21.0) (8.6) (8.6) (8.6) (8.6) 

Long term borrowings 
  

0.0 0.0 0.0 0.0 0.0 

Leases 
  

(18.9) (7.6) (7.6) (7.6) (7.6) 

Other long term liabilities 
  

(2.1) (1.0) (1.0) (1.0) (1.0) 

Net Assets     0.5 (8.5) (0.2) 1.4 4.9 

Minority interests 
  

0.0 0.0 0.0 0.0 0.0 

Shareholders' equity     0.5 (8.5) (0.2) 1.4 4.9         

CASH FLOW 
       

Op Cash Flow before WC and tax 
  

10.9 (6.9) 5.5 7.5 10.6 

Working capital 
  

(0.3) 6.3 1.4 0.4 (0.2) 

Exceptional & other 
  

(1.6) 2.5 (1.3) (0.6) (0.6) 

Tax 
  

0.0 0.7 0.0 0.0 0.0 

Net operating cash flow     9.0 2.6 5.7 7.3 9.8 

Capex 
  

(6.1) (2.7) (1.6) (2.5) (2.5) 

Acquisitions/disposals 
  

0.0 0.4 0.0 0.0 0.0 

Net interest 
  

(1.7) (1.1) (1.5) (1.3) (1.2) 

Equity financing  
  

0.0 0.0 8.7 0.0 0.0 

Dividends 
  

0.0 0.0 0.0 0.0 0.0 

Other 
  

(4.8) (3.3) (2.8) (1.2) (1.2) 

Net Cash Flow 
  

(3.6) (4.1) 8.5 2.3 4.9 

Opening net debt/(cash) excluding IFRS 16     9.2 15.5 7.0 4.7 

FX 
  

0.0 0.0 0.0 0.0 0.0 

Other non-cash movements 
  

0.0 10.4 (17.0) (4.6) (9.9) 

Closing net debt/(cash) excluding IFRS 16   9.2 15.5 7.0 4.7 (0.3) 

Closing net debt/(cash) including IFRS 16   33.4 24.4 15.9 13.6 8.7 

Source: Unbound Group, Edison Investment Research 
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Contact details  Revenue by geography (H122) 

17 Old Park Lane 
London 
W1K 1QT 
https://unboundgroupplc.com/ 

 
 
 

Management team  

Chief Executive Officer: Ian Watson Chief Financial Officer: Daniel Lampard 

Ian was appointed as CEO of Hotter Shoes in March 2019 and has been 
responsible for the development of the strategy. Prior to joining Hotter, he was 
CEO of Start-Rite Shoes, European MD at Britax Childcare and a senior vice 
president at Newell Brands. 

Dan joined Hotter as CFO in August 2021. His prior roles include CFO of D2C 
Glanbia Performance Nutrition, FD at AO World Group, and Manchester Airport 
Group. 

 

Principal shareholders (%) 

Witan Investment Trust 13.1 

Fidelity International 10.0 

Ian Watson 5.0 

M&G Investment Management 4.1 

Aviva 4.0 

Stephen Welker 3.7 

LGT Capital Partners 3.6 
 

 

 

93% 7%%

UK US
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General disclaimer and copyright  

This report has been commissioned by Unbound Group and prepared and issued by Edison, in consideration of a fee payable by Unbound Group. Edison Investment Research standard fees are £60,000 pa for the 

production and broad dissemination of a detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfront in cash without recourse. Edison may seek additional fees for the provision of 

roadshows and related IR services for the client but does not get remunerated for any investment banking services. We never take payment in stock, options or warrants for any of our services. 

Accuracy of content: All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of 

this report and have not sought for this information to be independently verified. Opinions contained in this report represent those of the research department of Edison at the time of publication. Forward-looking information 

or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties and other 

factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.  

Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in 

connection with the access to, use of or reliance on any information contained on this note. 

No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the information provided by us should not be construed by any subscriber or 

prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of 

investors. 

Investment in securities mentioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment business and, accordingly, does not itself hold any 

positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report, subject to 

Edison's policies on personal dealing and conflicts of interest. 

Copyright: Copyright 2022 Edison Investment Research Limited (Edison).  

 

Australia 

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Representative (1252501) of Crown Wealth Group Pty Ltd who holds an Australian Financial 

Services Licence (Number: 494274). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice 

given by Edison AU is general advice only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having 

regard to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like 

instrument.  

 

New Zealand  

The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the 

purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the 

topic of this document. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in 

relation to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is 

intended only as a “class service” provided by Edison within the meaning of the FAA (i.e. without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making 

an investment decision. 

 

United Kingdom 

This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or solicitation for investment in any securities mentioned or in the topic of this document. A 

marketing communication under FCA Rules, this document 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 investment research.  

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investments, i.e. investment professionals within the meaning of Article 

19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPO") (ii) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49 

of the FPO and (iii) persons to whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. It is not intended that this document be 

distributed or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstances should persons of any other description rely on or act upon the contents of this document.  

This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any other person. 

 

United States  

 Edison relies upon the "publishers' exclusion" from the definition of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. This report is a bona fide 

publication of general and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As such, Edison does not 

offer or provide personal advice and the research provided is for informational purposes only. No mention of a particular security in this report constitutes a recommendation to buy, sell or hold that or any security, or that 

any particular security, portfolio of securities, transaction or investment strategy is suitable for any specific person. 
Frankfurt +49 (0)69 78 8076 960 

Schumannstrasse 34b 

60325 Frankfurt 

Germany 

London +44 (0)20 3077 5700 

280 High Holborn 

London, WC1V 7EE 

United Kingdom 

New York +1 646 653 7026 

1185 Avenue of the Americas 

3rd Floor, New York, NY 10036 

United States of America 

Sydney +61 (0)2 8249 8342 

Level 4, Office 1205 

95 Pitt Street, Sydney 

NSW 2000, Australia 

 
 

 


