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Future is taking a major step towards realising its US ambitions with the 

acquisition of Purch for $132.5m/£100.1m, fully funded by a rights issue of 

3 new for 4 existing shares at 303p. The purchase fits neatly with Future’s 

existing media brands and tech-enabled culture and expands the US 

revenue base to around half of group (historic pro-forma). The purchase 

price represents 2.1x Purch’s CY17 revenues, 13.1x EBITDA, and 

management expects the transaction to be materially enhancing to 

earnings in its first full year, FY19. On the ex-rights price and indicative 

forecasts, the shares will be trading on an undeserved discount to peers. 

Year end 
Revenue 

(£m) 
PBT* 
(£m) 

EPS* 
(p) 

DPS 
(p) 

P/E 
(x) 

Yield 
(%) 

09/16 59.0 2.3 9.2 0.0 57.6 0.0 

09/17 84.4 8.3 21.0 0.0 25.2 0.0 

09/18e 110.0 14.4 22.9 1.0 23.1 0.2 

09/19e 124.5 17.4 26.0 2.0 20.4 0.4 

Note: Figures before Purch acquisition. *PBT and EPS (diluted) are normalised, excluding 
amortisation of acquired intangibles, exceptional items and share-based payments. 

US market with clear attractions 

The scale of opportunity in the US market has made it an obvious target for Future, 

and the purchase of Newbay in April gave the group a further foothold and broader 

revenue base. This acquisition is a larger step up. Purch’s business is also more 

closely aligned with Future’s, with prominent brands in consumer technology and 

science and knowledge. It generates solely digital revenues, with no legacy print, 

and has similar review-type formats to Future’s media brands, with advertising and 

affiliate revenue streams. While there is inevitable duplication of some of the tech 

stack, Purch brings with it an in-house developed ad tech platform including RAMP, 

which optimises digital advertising yields across platforms and clearly complements 

Future’s Bordeaux platform, which optimises viewability. 

Meaningful EBITDA uplift 

Future’s recent corporate development has been rapid, with five acquisitions in the 

last two years. Management has an impressive record on implementing the 

integrations, migrating systems and delivering the outlined benefits on budget and 

on schedule. The scale of this deal is greater than previous transactions (Home 

Interest was the previous largest at £30.25m net cash consideration). We will revise 

our forecasts formally on completion (and adjust historic EPS for the rights dilution), 

but our provisional modelling suggests FY19e EBITDA increasing from £21.3m to 

£31.5m (+48%), with EPS of 23.9p. 

Valuation: FY19 deal benefits emphasise value 

Future's shares have performed strongly, increasing 71% over the last year (over 

4x in two years), as the implementation of management’s strategy has translated 

into good organic growth and successfully integrated acquisitions. The theoretical 

ex-rights price is therefore 433p (implying a value for the nil paid shares of 130p). 

This price would represent a multiple of 18.4x our indicative FY19e EPS, a clear 

discount to our weighted basket of peers on FY2 P/E of 19.9x.  
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Scaling up the US 

We have outlined in previous reports that, while the transformation of the UK business has been 

successfully implemented, the real step-change opportunity for Future is in the US. The relative 

scale of the potential audience and the sophistication of online behaviour (particularly the 

propensity to transact) should allow management to use the tools developed in the UK to build 

enthusiastic communities and to monetise them effectively. 

Purch ticks the boxes 

Purch is a tech-enabled media business, as is Future. The reasons for the acquisitions are: 

 It has a strong positioning in consumer technology, with its key brands including Tom’s Guides, 

Tom’s Hardware and TopTenReviews. Its B2C interests fit neatly with Future’s existing portfolio, 

both in terms of brand positioning and in its approach to generating and growing advertising 

revenues.  

 Adding Purch slants Future’s combined earnings more heavily toward media, accounting for 

64% of pro-forma FY17 revenues. Our provisional modelling indicates this increases to 73% in 

FY19.  

 Just over half of pro-forma FY17 revenues would have been generated in the US. This 

proportion will also clearly rise, both as a function of consolidating Purch but also as 

monetisation of US audiences improves within Future’s operations.  

 It has invested in building a strong tech stack ($4.2m of internally developed software and 

$2.9m of developed technology – after accumulated amortisation – are within intangibles on the 

balance sheet, spend of an average of $2.7m over the last three years). The resulting stack 

includes some features that can be incorporated into Future’s. Particularly attractive is the ad 

tech platform, RAMP. 

 Purch has an established B2B publishing services operation, whereby it sells advertising 

inventory on behalf of a number of publishers. This could be combined with Future’s existing 

B2B operation, which is based on the Newbay acquisition earlier in the year. 

Strong brand portfolio  

Purch’s key brands are in the consumer technology and science verticals, with the most important 

being Tom’s Guide and Tom’s Hardware in tech, and LiveScience and Space.com in knowledge. 

Future’s Techradar brand is closely aligned in the tech category, with further potential overlap 

between Tom’s Hardware and PC Gamer, where the community is also interested in and 

knowledgeable about related hardware. Space.com clearly has commonality with Future’s 

magazine, All About Space, whereas LiveScience sits well with the magazine How It Works. The 

monthly average unique user numbers for the key brands are shown in Exhibit 1 below. These sites 

also draw traffic from outside the US. In March 2018, 58% of traffic came from the US, 6% from the 

UK and 37% from the rest of the world. 

While there are obvious advantages in being able to leverage content across a wider array of 

websites, the combination of Purch with Future gives US market leadership in terms of audience 

reach in the technology news segment (as defined by ComScore). Together, traffic numbers 

overtake Ziff Davis, the current US market leader. It is particularly in this vertical that the group will 

become an even more attractive partner for advertising agencies looking to manage larger 

campaigns. 

https://www.edisoninvestmentresearch.com/research/report/future281889/full/
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Exhibit 1: Purch media brands 

 

Source: Company 

Tilting the scales to media 

Future has been building scale, particularly over the last three years, through acquisition as well as 

organic growth. This has involved a number of transactions bringing in magazine brands, with 

legacy print and falling advertising revenues. However, these acquisitions have brought in 

recognised brands, content and communities to the group; highly complementary to the media 

businesses. Our existing Future forecast for FY18 is shown below (with no Purch contribution), with 

our provisional picture for a full 12 months inclusion of Purch’s revenues for FY19. The magazines 

remain core to the group brand strategy. 

Exhibit 2: FY18e divisional revenue split, Future only Exhibit 3: FY19e divisional revenue split, incl. Purch 

  

Source: Edison Investment Research Source: Edison Investment Research 

Working the US opportunity 

The sheer scale of the US market makes it an obvious target for expansion for Future’s activities. 

Management has been working on driving revenue per user in the US. This has been improving, 

but is still a long way below that of the UK. Revenue per user was £0.74 in FY17 (versus the UK at 

£1.40). On a rolling annualised basis to March 2018 this figure had risen to £0.80, but the UK figure 

had climbed faster to £1.58, as the newer income streams from digital advertising and e-commerce 

started to gain traction. With 50m unique visitors in February 2018, the rough equivalent figure for 

Purch is $1.27 (£0.96). 

The acquisition gives Future the traction with advertisers, particular in consumer technology, that it 

was looking to build. With a stable of well-recognised brands, it should also be in a better position to 

recruit digital media talent to its New York base, with support functions in lower-cost locations. 
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Combining the tech stack 

Future has committed a great deal of expertise and energy in recent periods in putting together a 

scalable platform, with back-office systems (CRM, financial, data management) and infrastructure, 

including moving  its US operations to a new base in New York. Its tech stack comprises: 

 Vanilla: a fully-integrated platform for content creation and management (including multi-

language), with dynamic content analysis that can direct the efforts of its journalists. Its 

automated content tagging facilitates segment targeting for its advertising. 

 Proof: a CMS that enables content to be shared across brands. 

 Hawk: Future’s proprietary e-commerce platform, which has near real-time pricing information. 

 Bordeaux: an ad tech platform that optimises viewability to drive yields. 

Purch has also demonstrated its tech-enabled credentials with the investment outlined above. 

There are two elements to its tech stack that have particular attractions for Future. The first, RAMP, 

is its ad tech platform. This incorporates a server-to-server header-bidding solution that works in 

real time and across all types of inventory (display and video) as well as auction models. Integrating 

Bordeaux with this should give a best-in-class ad tech solution. The second, PIP, is a data 

intelligence platform built by Purch, which can also be integrated with the elements outlined above.  

Purch financial record 

Exhibit 4: Purch historic record 

 2016 2017 % change 

B2C affiliate revenue ($m) 10.6 12.6 19 

B2C advertising revenue ($m) 27.6 29.0 5 

Other revenue ($m) 3.9 4.4 13 

Total B2C revenue ($m) 42.1 46.0 9 

Cost of sales ($m) (3.8) (4.3) 13 

B2C gross contribution ($m) 38.3 41.7 9 

Gross contribution margin 91% 91%  

Publisher Services revenue ($m) 16.9 17.5 4 

Cost of sales ($m) (13.3) (13.7) 3 

Publisher Services gross contribution ($m) 3.6 3.8 6 

Gross contribution margin 21% 22%  

Total revenue ($m) 59.0 63.5 8 

Total gross contribution ($m) 41.9 45.5 9 

Total gross contribution margin 71% 72%  

Overheads ($m) (32.1) (32.4) 1 

Net contribution before central costs ($m) 9.8 13.1 34 

Contribution margin 17% 21%  

Expected central costs ($m) (3.0) (3.0) 0 

Adjusted EBITDA ($m) 6.8 10.1 49 

Adjusted EBITDA margin 12% 16%  

Source: Circular and Prospectus 

Purch’s published historic audited revenues in the prospectus are segmented into advertising (63% 

FY17 revenue) and performance (37%). Advertising is ad revenue generated through the sale of 

advertising space on owned or network websites, sold either on fixed-fee or CPM a basis, 

Performance revenues are generated from the sale of prospective consumer interest, third-party 

inquiries or sales commissions.  

This segmentation is not particularly helpful for analytical purposes and a more detailed breakdown 

given in the prospectus separates out the B2C affiliate, B2C advertising and other B2C revenues 

from those generated by Publisher Services. This latter segment is effectively a B2B proposition, 

whereby advertising sales are delivered for a network of key partner brands. It achieves a 

considerably lower gross margin than the B2C propositions, as can be seen from Exhibit 4, above. 

The published operating loss for Purch for 2017 was $2.1m, with a positive EBITDA of $3.3m. 
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However, there are $6.8m of adjustments to take that figure up to $10.1m (elimination of overheads 

not coming across as part of the deal and replacement with expected overhead allocation within 

Future – net benefit of $1.7m; CRO costs also not being transferred of $0.7m; and $1.0 of non-

recurring/exceptional). 

Integration and synergies 

Future now has a polished procedure for assimilating acquisitions, with the first integration phase 

typically taking four months as back office systems are migrated onto Future’s platform. Phase two, 

transformation, would last the remainder of the first year and includes ensuring that best practice is 

shared between new and existing operations and appropriate incentive packages are put in place. 

The second year is focused on optimisation. For Purch, key management is coming across with the 

deal and the combined US business will be run day-to-day from Future’s New York office. 

Potential synergistic benefits are described by management as ‘meaningful’ but are unquantified. 

Four elements are identified in the documentation: 

 Consolidating core commercial teams 

 In-sourcing some functions to Future’s Bath office 

 Integrating the tech stack, as described above 

 Savings in web hosting costs 

Indicative combined financials show strong growth 

The prospectus contains a pro-forma income statement for the year ended September 2017 and a 

statement of pro-forma net assets as at 31 March 2018. 

Combined pro-forma FY17 revenues are presented at £144.0m, £94.7m from Future and £49.3m 

from Purch. Adjusted FY17 EBITDA actual for Future was £11.0m and the adjusted EBITDA figure 

given for Purch was $10.1m (£7.7m), giving a combined number of £18.7m. Our preliminary 

calculations suggest this rises to £32.6m for FY19, a 32% compound growth rate. 

The pro-forma balance sheet as at 31 March 2018 indicates net assets of £171.3m, including 

£156.6m of goodwill; £82.2m of this relates to the acquisition of Purch. 

Purch is being acquired on a debt- and cash-free basis, so the net debt on the pro-forma balance 

sheet relates to Future’s existing business in its entirety. It also predates the acquisition of Newbay, 

which was bought in April and completed in May 2018, and the four magazine titles purchased from 

Haymarket, which also completed after the interim balance sheet date. The modest net debt 

position of £2.0m at end March 2018 would have increased with the payments for those 

transactions (Haymarket titles were purchased on 1 May 2018 for £13m, including the issue of 

370,708 shares; Newbay was purchased on 4 April 2018 for £8.6m cash and £1.1m in shares, with 

a further potential deferred payment of £3.9m in January 2019). Our forecast end-FY18e net debt 

position (pre-Purch) currently stands at £22.5m, which may prove overly conservative. The rights 

issue (which is not contingent on the deal proceeding) covers the purchase price and associated 

costs in full. 

With this acquisition being for cash, there is obviously no related increase in indebtedness, while 

the equity base of the combined group will increase from £66.0m (net assets as at 31 March 2018) 

to a pro-forma £171.3m. The existing net debt of c £21.9m (£2.0m as at the interim results, plus the 

cash element of the Haymarket title purchases of £11.3m plus the cash element of the Newbay deal 

of £8.6m) would then represent 13% gearing, down from 33%. 

We have carried out some indicative modelling of the combined group, including Purch for one 

month of the remainder of FY18e and for the whole of FY19e. We have made no alterations to our 
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underlying Future forecasts, which are presented within Exhibit 6, page 8. We will revise our 

forecasts to reflect the acquisition once the rights issue and the acquisition complete. 

In doing this, we have anticipated a good level of revenue growth for Purch across the two forecast 

years, as its ad tech and e-commerce capabilities gain traction in its markets. We have factored in a 

modest increase in EBITDA margin from 16% to 17%, driving Purch EBITDA from the adjusted 

$10.1m in FY17 pro-forma to $14.4m for FY19e, building on the momentum already established. 

Exhibit 5: Indicative income 2018 statement including Purch from 1 September 

 £'m  2015 2016 2017 2018e 2019e 

30 September   IFRS IFRS IRFS IRFS IRFS 

Revenue     59.8 59.0 84.4 114.6 176.7 

Cost of Sales   (40.6) (16.0) (23.4) (36.0) (42.1) 

Gross Profit   19.2 43.0 61.0 78.7 134.7 

EBITDA     3.7 5.2 11.0 18.4 31.8 

Operating Profit (before amort. and except.)   0.7 2.8 8.9 15.3 25.1 

Amortisation on acquired intangibles   (2.3) 0.0 (2.3) (9.1) (17.8) 

Exceptionals   (2.5) (16.5) (3.7) (3.5) 0.0 

Share-based payments   (0.1) (0.5) (2.1) (2.8) (2.8) 

Reported operating profit   (4.2) (14.2) 0.8 (0.2) 4.5 

Net Interest   (0.6) (0.5) (0.6) (1.0) (0.5) 

Profit Before Tax (norm)     0.1 2.3 8.3 14.3 24.6 

Profit Before Tax (reported)     (2.3) (14.9) 0.2 (1.2) 4.0 

Reported tax   0.3 0.5 1.4 (1.0) (0.8) 

Profit after tax (norm)   0.4 2.3 8.6 11.4 19.4 

Profit after tax (reported)   (2.0) (14.4) 1.6 (2.1) 3.2 

Discontinued operations   0.7 0.2 0.0 0.0 0.0 

Net income (normalised)   0.5 2.3 8.6 11.4 19.4 

Net income (reported)   (1.3) (14.2) 1.6 (2.1) 3.2 

Average Number of Shares Outstanding (m)  22 24 37 50 81 

EPS - basic normalised (p)     2.3 9.5 23.2 22.9 23.8 

EPS - normalised, diluted (p)     2.2 9.2 21.0 22.5 23.6 

EPS - basic reported (p)     (5.9) (58.8) 4.3 (4.3) 3.9 

Dividend per share (p)   0.0 0.0 0.0 1.0 2.0 

Revenue growth (%)   (9.4) (1.3) 43.1 35.8 54.2 

Gross margin (%)   32.1 72.9 72.3 68.6 76.2 

EBITDA margin (%)   6.2 8.8 13.0 16.1 18.0 

Normalised operating margin (%)   1.2 4.7 10.5 13.3 14.2 

Source: Company accounts, Edison Investment Research 

Deal fully funded by rights issue 

The acquisition is entirely for cash, funded by the proceeds of the fully underwritten rights issue 

(which is not dependent on the deal). It is not of the whole company; it is the purchase of particular 

assets of interest, with non-compete undertakings given for the B2C assets. The vendor is US 

based and private equity funded. Some, but not all, of the current management team is coming 

across with the B2C units. 

 The purchase consideration is US$132.5m/£100.1m, subject to post-completion adjustments 

 Anticipated deal fees come to £5-6m 

 Equity fundraise of £105.4m 

 Terms of 3 new shares for 4 existing shares, at 303p 

 Prospectus issued: 18 July  

 General meeting to approve the rights issue: 2 August 

 Result of rights issue and admission of shares: 21 August 

 Completion expected: 29 August 

 Purchase price represents 2.1x historic revenue (CY17); 13.1x historic adjusted EBITDA 
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Implications for valuation 

As Future’s business model covers different activities, our valuation framework uses peer sets that 

aim to capture these aspects.  

Exhibit 6: Valuation framework 

 EV/EBITDA P/E EV/sales Div yield EBITDA 

Segment Last (x)  1FY (x)  2FY (x)  Last (x) 1FY (x) 2FY (x) Last (x)  Last (x)  margin last (%) 

Consumer media average 10.7 10.0 8.6 21.0 16.0 13.8 1.8 2.4 14.2 

Events average 26.2 15.0 12.2 29.7 19.7 16.6 4.6 2.5 22.2 

E-commerce/ performance 
marketing average 

30.5 25.3 19.6 95.2 58.1 43.5 2.4 2.4 14.4 

Weighted average (current 
mix) 

17.9 13.7 13.3 35.0 23.6 19.2 2.6 2.4 15.1 

Future (current forecasts) 24.2 14.8 12.5 25.7 23.6 20.8 3.1 0.0 13.0 

Weighted average (indicative 
mix) 

17.3 13.8 13.5 36.6 24.6 19.9 2.4   

Future (indicative forecasts, 
using theoretical ex-rights 
price of 433p) 

  11.8   18.4    

Rating discount   13%   8%    

Source: Bloomberg, Edison. Note: Priced at 9 July 2018. *Based on weighted average (indicative) and Future indicative forecasts. 

On the existing business, Future’s faster earnings growth opened out a modest EV/EBITDA 

discount for FY19e, on par with peers for current year on a P/E basis. 

Working then on the theoretical ex-rights price of 433p ((4x530p + 3x303p)/7) and calculating the 

EV on the increased share base, the FY19e EV/EBITDA of 11.8x is at a 13% discount to the basket 

of peers weighted by the changed mix that we are factoring in with a full year’s contribution from 

Purch. 

The P/E on a similar basis is at an 8% discount. 

Our DCF calculations will be updated when the forecasts are refined and formalised. 
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Exhibit 7: Financial summary 

 £'m  2015 2016 2017 2018e 2019e 

30 September   IFRS IFRS IRFS IRFS IRFS 

INCOME STATEMENT   check      

Revenue     59.8 59.0 84.4 110.0 124.5 

Cost of Sales   (40.6) (16.0) (23.4) (34.6) (36.8) 

Gross Profit   19.2 43.0 61.0 75.5 87.8 

EBITDA     3.6 5.2 11.0 18.0 21.3 

Operating Profit (before amort. and except.)   0.8 2.8 8.9 15.4 18.2 

Amortisation on acquired intangibles   (2.3) 0.0 (2.3) (7.5) (8.0) 

Exceptionals   (2.5) (16.5) (3.7) (3.5) 0.0 

Share-based payments   0.0 (0.5) (2.1) (2.8) (2.8) 

Reported operating profit   (4.0) (14.2) 0.8 1.6 7.4 

Net Interest   (0.6) (0.5) (0.6) (1.0) (0.8) 

Joint ventures & associates (post tax)   0.0 0.0 0.0 0.0 0.0 

Profit Before Tax (norm)     0.2 2.3 8.3 14.4 17.4 

Profit Before Tax (reported)     (2.3) (14.9) 0.2 0.6 6.6 

Reported tax   0.3 0.5 1.4 (1.3) (1.3) 

Profit after tax (norm)   0.5 2.3 8.6 11.6 13.4 

Profit after tax (reported)   (2.0) (14.4) 1.6 (0.7) 5.3 

Minority interests   0.0 0.0 0.0 0.0 0.0 

Discontinued operations   0.7 0.2 0.0 0.0 0.0 

Net income (normalised)   0.6 2.3 8.6 11.6 13.4 

Net income (reported)   (1.3) (14.2) 1.6 (0.7) 5.3 

        Average Number of Shares Outstanding (m)  22 24 37 46 47 

EPS - basic normalised (p)     2.7 9.5 23.2 25.3 28.6 

EPS - normalised (p)     2.7 9.2 21.0 22.9 26.0 

EPS - basic reported (p)     (5.9) (58.8) 4.3 (1.6) 11.3 

Dividend per share (p)   0.0 0.0 0.0 1.0 2.0 

        Revenue growth (%)   (9.4) (1.3) 43.1 30.3 13.2 

Gross margin (%)   32.1 72.9 72.3 68.6 70.5 

EBITDA margin (%)   6.0 8.8 13.0 16.4 17.1 

Normalised operating margin (%)   1.3 4.7 10.5 14.0 14.6 

        BALANCE SHEET        

Fixed assets     44.9 36.1 97.9 113.1 104.3 

Intangible assets   43.8 33.2 92.3 107.1 98.2 

Tangible assets   0.6 0.5 1.0 1.1 1.2 

Investments & other   0.5 2.4 4.4 5.7 4.7 

Current assets     19.5 15.8 24.5 39.4 48.9 

Stocks   0.5 0.4 0.7 0.7 0.7 

Debtors   15.3 12.4 13.6 23.7 24.9 

Cash & cash equivalents   2.5 2.9 10.1 14.9 23.2 

Other   1.2 0.1 0.1 0.1 0.1 

Current liabilities     (25.9) (25.1) (36.4) (42.4) (43.1) 

Creditors   (20.7) (21.4) (29.9) (35.9) (36.6) 

Tax and social security   (0.9) (1.4) (3.2) (3.2) (3.2) 

Short-term borrowings   (4.3) (2.3) (3.2) (3.2) (3.2) 

Other   0.0 0.0 (0.1) (0.1) (0.1) 

Long-term liabilities     (7.1) (5.6) (24.7) (38.4) (35.0) 

Long-term borrowings   0.0 (0.1) (16.9) (34.2) (30.8) 

Other long-term liabilities   (7.1) (5.5) (7.8) (4.2) (4.2) 

Net assets     31.4 21.2 61.3 71.6 75.0 

Minority interests   0.0 0.0 0.0 0.0 0.0 

Shareholders' equity     31.4 21.2 61.3 71.6 75.0 

        CASH FLOW        

Operating cash flow before WC and tax   0.8 5.2 11.0 18.0 21.3 

Working capital   (8.0) (2.1) 4.7 (4.1) (0.4) 

Exceptional & other   (0.4) 0.0 (3.7) (4.0) 0.0 

Tax   (0.5) (0.7) (1.4) (4.6) (1.3) 

Net operating cash flow     (8.1) 2.4 10.6 5.3 19.5 

Capex   (2.0) (2.5) (2.6) (2.3) (2.3) 

Acquisitions/disposals   1.3 (0.3) (31.8) (20.2) (3.9) 

Net interest   (0.6) (0.4) (0.6) (1.0) (0.8) 

Equity financing    0.0 3.1 21.0 2.8 0.0 

Dividends   0.0 0.0 0.0 0.0 (0.8) 

Other   0.0 (0.1) 0.2 1.7 0.0 

Net cash flow   (9.4) 2.2 (3.2) (13.7) 11.7 

Opening net debt/(cash)     (7.5) 1.8 (0.5) 10.0 22.5 

FX   0.1 0.1 0.0 0.0 0.1 

Other non-cash movements   0.0 0.0 (7.3) 1.2 0.0 

Closing net debt/(cash)     1.8 (0.5) 10.0 22.5 10.7 

Source: Company accounts, Edison Investment Research 
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