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Designcapital* - Placing and UK Expansion: Reiterate Buy at 
14p with a 27p Target Price (up from 26p) 
 

 

On 11th November, Designcapital, the AIM listed 
Investment Company specialising in luxury high end 
furniture design announced the placing of 1,727,272 
shares at 11p, raising £190,000 - each share also 
comes with a warrant at 11p. The fund raising comes on 
the back of improved trading in France following a 
period of profound restructuring and will allow the 
company to open a showroom in London's West End to 
attack the increasingly lucrative UK market.  

The UK expansion of Designcapital and its Artelano 
brand (the internationally acclaimed and leading French 
design company of contemporary furniture) will be 
facilitated by the opening of the Company's new 
showroom located in Dover Street, Mayfair by February 
of next year. The key determinant prompting 
Designcapital's distension into the UK market is the fact 
that the management believes that the recent robust 
trading performance of the Company's refreshed French 
subsidiaries can be matched and enhanced within the 
UK high end furniture sector. The location of the 
Company's new London offices provides a perfect retail market for the initial Artelano product 
offerings. This is due to the fact that the Mayfair area of London is especially popular with and 
known for housing a large French ex-patriot and professional community. The management has 
identified this demographic as a key customer base for its products.  

The company believes that as has been seen in France, the internationally renowned Designers, 
for example, Patrica Urquiola, will continue to widen the appeal of the Company's products to the 
high net worth client base Design is targeting. The Altagamma Foundation, the Italian luxury 
product trade association recently predicted that the growth rate of the high end furniture market 
will be 6-8% per annum during the next few years. The management is confident that having a 
base in the UK, specifically Mayfair, London, will allow the Company to compete directly for the 
increased market opportunities.  

Along with the immediate growth strategy of promoting and selling its products into the lucrative 
high net worth areas of London and the South East, the Company's medium term goal is to expand 
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its Paris based subsidiary, Forum Diffusion, into the UK market also. Forum Diffusion currently 
offers consultancy services whilst distributing the Company's contemporary furniture to the 
commercial market. Having announced on 1 November 2010 a significant contract win with the 
French Ministry for Foreign Affairs, worth a total of â‚¬1,100,000 including additional requirements, 
we expect the Company to win comparable upper echelon clients within the UK and expect more 
French contracts - of a similar scale - to be announced during the coming months.  

The last year has been one of restructuring and consolidation for the Company. Although this is 
now complete we expect the results of the process to be clearly shown in the financial statement 
for the year ending 31 December 2010. The company will report a material loss for 2010 but we 
believe that in the final months of the year it has moved into profit at an EBITDA level and that 
trend should accelerate going forward Moving on to next calendar year, we believe that the 
Company's restructuring process plus the move into the UK market will boost both sales and gross 
margins significantly. We conservatively forecast turnover for the 2011 calendar year to increase 
from £6 million to £10 million equating to an EBITDA of £1.5 million. For 2012 (without acquisitions) 
we forecast sales of £15 million and an EBITDA of £ 2 million. 

On the basis of the increasingly cash generative nature of the Company and its clear growth 
trajectory and the fact that it is now, we believe, moving past breakeven we value the company on 
12.5 times forecast underlying earnings of 2.15p or 27p per share. As the company demonstrates 
delivery and a massive ramp up in profitability we see the potential for a further re-rating and thus 
regard our target as cautious. At 14p we increase our target price from 26p to 27p and, with upside 
of almost 100%, we reiterate our stance of buy.  

 

 

 



Forecast table 

Year to 
31st Dec 

Revenue Pre-Tax 
Profit (loss) 
Excluding 

Amortisation 

EBITDA Earnings 
(loss)Per 

Share 
(Excluding 

Amortisation)

Price 
Earnings 

Ratio 

EV/EBITDA 
Multiple 

2009A £8.1m (£4.0m) (£3.5m) (6.4p) N/A N/A 

2010E £6.2m (£2.47m) (£2.0m) (3.78p) N/A N/A 

2011E £10.0m £0.9m £1.5m 1.37p 10.2 11.2 

2012E £15.0m £1.41m £2.0m 2.15p 6.5 8.4 

*DesignCapital is a corporate client of RSCF which is owned by RSH, the ultimate owner of 
GE&CR. A second RSH subsidiary manages funds which own DesignCapital shares as does RSH 
itself.  
 

This research note cannot be regarded as impartial as GE&CR has been commissioned to 
produce it by Design Capital*, it should be regarded as a marketing communication.  

The information in this document has been obtained from sources believed to be reliable, but 
cannot be guaranteed. Growth Equity & Company Research is owned by T1ps.com Limited 
which is commissioned to produce research material under the GE&CR label. However the 
estimates and content of the reports are, in all cases those of T1ps.com Limited and not of the 
companies concerned.  

This research report is for general guidance only and T1ps.com Limited cannot assume legal 
liability for any errors or omissions it might contain. Readers of this report should also be aware 
that because this research is not independent that there is no prohibition on dealing ahead of 
the dissemination of it. 

The value of investments can go down as well as up and you may not get back all of the money 
you invested; You should also be aware that the past is not necessarily a guide to the future 
performance. Finally, some of the shares that are written about are smaller company shares and 
often the market in these shares is not particularly liquid which may result in significant trading 
spreads and sometimes may lead to difficulties in opening and/or closing positions. Before 
investing, readers should seek professional advice from a Financial Services Authorised 
stockbroker or financial adviser. 
 
T1ps.com Limited is authorised and regulated by the Financial Services Authority (FSA 
Registration no. 192801) and can be contacted at 3rd Floor, 3 London Wall Buildings, London, 
EC2M 5SY 
 
email philip.morrish@gecr.co.uk - fax 020 7628 3815 tel 0207 562 3371 

 

 


