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Foxtons - Preliminary Results Presentation 
For the year ended 31 December 2013  
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Disclaimer 

1 

This presentation includes statements that are, or may be deemed to be, “forward-looking statements”.  These forward-looking statements can be 

identified by the use of forward-looking terminology, including the terms “believe”, “estimates”, “plans”, “projects”, “anticipates”, “expects”, “intends”, 

“may”, “will”, or “should” or, in each case, their negative or other variations or comparable terminology.  These forward-looking statements include matters 

that are not historical facts and include statements regarding the Company’s intentions, beliefs or current expectations. 

  

Any forward-looking statements in this presentation reflect the Company’s current expectations and projections about future events.  By their nature, 

forward-looking statements involve a number of risks, uncertainties and assumptions that could cause actual results or events to differ materially from 

those expressed or implied by the forward-looking statements.  These risks, uncertainties and assumptions could adversely affect the outcome and financial 

effects of the plans and events described herein.  Forward-looking statements contained in this presentation regarding past trends or activities should not 

be taken as a representation that such trends or activities will continue in the future.  You should not place undue reliance on forward-looking statements, 

which speak only as of the date of this presentation.  No representations or warranties are made as to the accuracy of such statements, estimates or 

projections. 
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Introduction 
Garry Watts, Chairman. 
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Highlights and Market Update 
Michael Brown, Chief Executive Officer. 
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Highlights 

• A strong set of results 

- Revenues up 16.0% to £139.2m and Adj. EBTIDA up 29.6% to £49.6m. 

- Well balanced financial contribution from sales and lettings businesses. 

- Revenue growth across all business segments. 

- Sales +22.5% 

- Lettings +6.7% 

- Mortgages +31.9% 

- Significant margin improvement  35.7% (+380 bps) achieved from 
organic expansion strategy. 

- 7 new branches opened in 2013 bringing the total to 44. 

- 20 new branches opened since 2010 with all performing in line with 
expectations. 

- High levels of cash generation enabling us to declare a final dividend 
of 1.70p per share and a special dividend of 3.74p per share. 

- Last 4 years have demonstrated our ability to grow through 
expansion in a flat market. 

- Clear strategy to capture anticipated growth in London sales and 
lettings market during year ahead. 

- Sales stock levels will be a key determinant of rate of future growth. 

 

Group Revenue (£m) 

Group Adj. EBITDA (£m) 

£139.2m 
+16.0% 

£49.6m 
+29.6% 
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Market Update 
Sales and Mortgages 

Monthly property sales  
(M25 region) 

2000-6 
average 

100% 

2008-12 
average 

55% 

(67%) Peak 
to trough 

Mortgage approvals for property purchases 
(UK) 

• London property sales transaction trends mirror those of 
the wider UK market. 

• London sales volumes fell 67% between July 2007 and 
June 2009. 

• Sales volumes recovered to just 55% of average 2000-6 
levels between 2008-12. 

• 2013 saw first signs of real growth returning with sales 
transactions increasing to 65% of 2000-6 average levels. 

• Mortgage approvals can be a good lead indicator for future 
property sales. 

• During 2008-12 mortgage availability was severely 
restricted. 

• Mortgage approvals for property purchases were up 20% 
on average in 2013 with particularly strong growth in H2. 

• Q4 2013 growth in mortgage approvals for property 
purchases was over 30%. 
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2013 
average 

65% 

Source: Land registry data, Council of mortgage lenders, Bank of England, Company data 
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Market Update 
Lettings 

Private rented stock as % of dwelling stock 
(England 2012-13) 

A long term structural shift in tenure preferences has created a highly valuable lettings market. 

• In the 80’s and 90’s the number of English households living in private rented accommodation was stable at around 1.9m. 

• By 2012 this number had almost doubled to 3.7m. 

• Today in London, over 26% of households live in private rented accommodation. 

• This shift in tenure preferences has created excess demand for rented accommodation which has driven up rents. 

• Greater London rents were £1244 per month in December 2013, over 80% higher than average rents in the rest of the UK 
(£684 p.m.). 

1981-2000 
Average 

1.7m 

2013 
average 

3.9m 

Private renters 
(England) 

Source: English housing survey 2012/13, CLG, Homelet 
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Financial Results 
Gerard Nieslony, Chief Financial Officer. 
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Summary group financial performance 

 
Notes: Adjusted EBITDA is defined  by the Group as  profit before  tax, depreciation, finance costs , finance income, exceptional items , profit on disposal of assets, 
and  costs of the debt repayment incentive scheme. 
Operating cash conversion is computed as adjusted operating cash  flow/ adjusted EBITDA. Adjusted operating cash  flow  is defined as the summation of adj. 
EBITDA , change in working capital  and net capital spend. 

  2013 2012 Growth 

P&L (£m) (£m) (%) 

Revenue 139.2 120.0 16.0% 

Adjusted EBITDA 49.6 38.3 29.6% 

Operating profit before exceptional items 46.1 33.0 39.9% 

Exceptional items (3.2) (1.6) 

Operating profit after exceptional items 43.0 31.4 36.9% 

Net finance costs (4.0) (6.5) 

Profit before tax 38.9 24.9 56.6% 

EPS (pps) (pps) (%) 

Basic EPS 12.2 8.0 52.5% 

Adjusted EPS 13.3 8.7 52.9% 

CASH FLOW (£m) (£m) (%) 

Net free cash flow 35.4 25.1 41.0% 

Operating cash conversion 83.1% 88.7% 

BALANCE SHEET (£m) (£m)   

Capital spend 7.4 6.2 

Gross bank debt 0.0 67.2 

Cash balance 23.4 9.8 

• Strong revenue growth. 

• Increasing profitability reflecting increasing volumes in 
both more mature and newer branches. 

• 2013 exceptional item relates to costs of IPO. 

• Group is debt free following IPO. 

• Significant increase in EPS. 

• 41% growth in net free cash flow reflects increasing 
profitability and high operating cash conversion. 

• Asset light business. 

• Cash balance of £23.4m allows us to recommend 
dividend payments totalling £15.4m. 
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Continued growth in Adjusted EBITDA 
 

Notes: Adjusted EBITDA is defined  by the Group as  profit before  tax, finance costs , finance income, exceptional items , profit on disposal of assets, and  costs of 
the debt repayment incentive scheme. 

Adjusted EBITDA reconciliation 2013 2012 

  (£m) (£m) 

Operating profit before exceptional items 46.1 33.0 

Adjust for: 

Depreciation 3.7 3.6 

Profit on disposal of property plant and equipment - (0.1) 

Debt repayment incentive scheme (0.2) 1.8 

Adjusted EBITDA 49.6 38.3 

Segmental analysis 2013 2012 

Adjusted EBITDA margins (%) (%) 

Sales 39.1% 30.2% 

Lettings 34.6% 34.8% 

Mortgage broking 5.5% 5.9% 

Total 35.7% 31.9% 

9 
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Key performance indicators 

Branch network         

New branches in year 7 (Increase of 19%) 

Total branch network 44 (2012: 37) 

Productivity         

Average revenue per branch £3.44m (£3.48m in 2012) 

Average revenue per employee £122k (£112k in 2012) 

10 

Revenue + KPIs       

  2013 2012 (%) 

Sales 

  Revenue (£m)                67.4                 53.1  27.0% 

  Volume              5,525               4,512  22.5% 

  Average revenue (£)            12,202             11,765  3.7% 

Lettings 

  Revenue (£m)                66.4                 63.1  5.2% 

  Volume            20,538             19,242  6.7% 

  Average revenue (£)              3,231               3,279  -1.5% 

Mortgage broking 

  Revenue (£m)                  4.9                   3.5  42.0% 

  Volume              2,556               1,938  31.9% 

  Average revenue (£)              1,932               1,795  7.6% 

Other income (£m)                  0.5                   0.3  66.7% 

Total revenue (£m) £139.2 £120.0 16.0% 
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Profit and Loss 
 

• Increases in costs relate primarily to expansion. 

- New branch rents. 

- Branch sales and lettings salary costs. 

• Revenue to profit conversion of 68%. 

• Effective tax rate of 17.5% (2012: 16.5%). Going 
forward we expect our tax rate to converge with 
statutory rates. 

11 

Profit and Loss 
2013 2012 (%) 

£'000 £'000   

Revenue 

Sales 67,416 53,084 27.0% 

Lettings 66,360 63,089 5.2% 

Mortgage broking 4,938 3,478 42.0% 

Other income 468 304 

Total revenue 139,181 119,955 16.0% 

Administrative expenses (93,054) (86,973) 7.0% 

Operating profit before exceptional items 46,127 32,982 39.9% 

Exceptional items (3,155) (1,588)   

Operating profit   42,972 31,394 36.9% 

Finance income 105 114 

Finance costs (4,128) (6,634) 

Profit before tax 38,948 24,875 56.6% 

Tax (6,800) (4,101) 

Profit after tax 32,148 20,774 54.7% 

Earnings per share 

Basic and diluted (pence per share) 12.2 8.0 52.5% 

Adjusted (pence per share 13.3 8.7 52.9% 
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Cash flow 

Notes: Operating cash conversion is computed as adjusted operating cash  flow/ adjusted EBITDA 
Adjusted operating cash  flow  is defined as the summation of adj. EBITDA , change in working capital  and net capital spend. 

• Highly cash generative. 

• Minimal working capital requirement. 

• 2013 exceptional cost is the full cash cost of the IPO 
to the company. 

• 2013 capital spend reflects the opening of 7 new 
branches and the Alexander Hall HQ while 2012 
included 5 new branches and a significant one off  
investment in IT infrastructure. 
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Cash flow 
2013 2012 

£'000 £'000 

Adjusted EBITDA 49,631 38,301 

Movement in working capital (1,444) 1,384 

Income taxes paid (6,161) (7,074) 

Exceptional items (5,189) (1,588) 

Capital spend (7,390) (6,236) 

Other 814 (1,254) 

  (19,370) (14,768) 

Financing activities 

Repayments of borrowings, interest  and finance leases (71,685) (27,497) 

Proceeds on issue of shares 55,001 - 

Net cash used in financing activities (16,684) (27,497) 

Net increase/(decrease) in cash 13,577 (3,964) 

Cash at beginning of year 9,774 13,738 

Cash at end of year 23,352 9,774 

Net free cash flow 35,450 25,121 

Operating cash conversion 83.1% 88.7% 
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Balance sheet 
 

Balance sheet 
2013 2012 

£'000 £'000 

Non-current assets 

Goodwill 19,168 19,168 

Other intangible assets 99,000 99,000 

Property, plant and equipment 21,337 18,131 

Deferred tax assets 666 537 

  140,171 136,836 

Current assets 

Receivables and prepayments 19,499 17,345 

Cash 23,352 9,774 

  42,851 27,119 

Total assets 183,022 163,955 

Current liabilities (20,774) (17,958) 

Non-current liabilities 

Borrowings and finance leases 0 (67,245) 

Deferred tax liabilities (19,800) (23,500) 

  (19,800) (90,745) 

      

Net assets 142,448 55,252 

Equity 

Share capital 58,131 - 

Retained earnings 84,318 55,252 

Total equity 142,448 55,252 

13 
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Dividend 

• Policy 

- Target dividend between 35% to 40% of the Group’s annual reported profits after tax. 

- Interim dividend and final dividend to be paid in the approximate proportions of one-third and 
two-thirds, respectively, of the total expected annual dividend. 

- Potential for special dividends to return excess cash to shareholders over time (subject to cash not 
being required for ongoing operations or organic investment). 

• 2013 Dividend 

- Total proposed dividend of 5.44p comprises:  

 Final dividend 1.70p 

 Special dividend 3.74p. 

- Payable 30 May 2014 (record date 2 May 2014). 

 

 

14 



1 
113 
99 

255 
237 

0 

95 
129 
187 

193 
60 

196 

55 
96 

146 

149 
179 
215 

37 
64 
97 

124 
38 

126 

105 
105 
105 

219 
143 
221 

238 
201 
239 

1 
167 
147 

1 
69 
61 

155 
213 
205 

75 
75 
75 

145 
145 
145 

185 
185 
185 

225 
225 
225 

196 
182 

0 

255 
250 
179 

192 
0 
0 

142 
0 
0 

255 
93 
93 

255 
179 
179 

Financial Summary  
 

      Record revenues, profits and margin. 

      Strong balance sheet : debt free with sufficient cash flow to fund expansion. 

      Excellent operational performance. 

      High cash generation leading to early special dividend. 

15 
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Strategy 
Nic Budden, Chief Operating Officer. 
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Strategy 
Attractive market fundamentals 

• High levels of mobility and a young population create rapid 
transaction velocity. 

• Strong population growth, foreign buyers, planning restrictions and 
limited supply create systemic excess property demand. 

- Population of Greater London grew by 12% between 2001 and 2011 
to 8.2m and is forecast to reach 9m by 2018. 

• The resulting imbalance between property supply and demand 
creates resilient prices. 

- Prices within M25 increased by 7% CAGR between 2000 and 2012. 

- In 2013 prices within M25 region grew by c9%. 

- Sales prices within M25 in 2013 were 33% higher than in 2007. 

• The London lettings market is also highly valuable with average 
London rents over 80% higher than the UK. 

• Over 26% of London households currently in private rented 
accommodation. 

 

 

Focussed on London property markets which are disproportionately valuable. 

17 Source: Land registry data; 2011 Census, HomeLet rental index and company models. 
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Strategy 
Organic expansion 

 

 

 

 

 

A long and successful track record of organic expansion. 

• Significant opportunity to double branch numbers in London markets with similar economics as current ones. 

• Currently expect to open 5-10 new branches each year. 

• 7  in 2014, bringing total to 51 by year end. 

• All recently opened branches performing in line with expectations. 

1
 

1
 

1
 2

 3
 

3
 

3
 

3
 

3
 

3
 4

 
4

 
6

 
6

 
8

 
1

0
 

1
0

 
1

0
 

1
0

 
1

0
 

1
4

 
1

4
 

1
7

 
1

7
 

2
0

 
2

3
 2
4

 
2

4
 

2
9

 
3

2
 

3
7

 
4

4
 

5
1

 

18 

ROCE
Payback 

(mths)

2010 New Branches 166% 19

2011 New Branches 186% 19

2013
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Strategy 
Business model 

• Single brand 

- A powerful brand supported by 30 years of significant marketing expenditure. 

- Leading property website receiving around 700,000 unique visitors each month. 

- Distinctive  branch design and branded Mini fleet reinforce high street presence. 

• Business centralisation 

- Substantial investment in centralised resources has created a highly scalable. 
business that delivers unparalleled levels of productivity and service at low cost. 

- Significant operational leverage enabling margin improvement with expansion. 

• Innovative technology 

- Undisputed technology leader with sophisticated systems, web applications  
and content rich information databases underpinning all aspects of our business.  

- A key driver of reducing acquisition costs.   

• Culture and People 

- Highly motivated people incentivised to deliver exceptional results for clients. 

- A true meritocracy based on promotion from within  

- Goal is to create the finest estate agents in the industry with a clear focus on 
professionalism, integrity and work ethic. 

• Integrated mortgage broker, Alexander Hall 

- Integrated mortgage broker with access to large numbers of Foxtons leads. 

 

 

 

 

Significant and sustainable competitive advantage. 
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Strategy 
Service excellence 

• Long track record of service leadership, responsible for selling 
over £10bn of property over last five years. 

• Branch network and sales centre open 8am-8pm 362 days a 
year. 

• Over 45,000 viewings every month with almost 40% taking 
place outside normal working hours. 

• London’s leading website attracting millions of visitors. 

• 334,000 new buyers and renters registered in 2013. 

• Over 96% of asking price achieved on average for both sales 
and lettings clients. 

• Premium, non negotiable commissions sustained for over a 
decade due to service differentiation. 

 

 

 

 

 

Premium service dedicated to maximising value for  
Clients and substantiate our premium pricing 8 til 8 

362 DAYS 
PER YEAR 

690,000 
UNIQUE  
WEBSITE 
VISITORS  

EACH MONTH 

14.5M 
WEBSITE 

PAGE VIEWS 
EACH  

MONTH 
 5 WEB 

WEB PAGES 
EVERY SECOND 

£10.5bn 
OF PROPERTY 
SALES IN LAST 

5 YEARS 

97% 
ASKING PRICE 

SALES 

96%  
ASKING PRICE 

LETTINGS 

1  
SALE EVERY 

WORKING HOUR 

1 
RENTAL EVERY 

20 MINUTES 

38% 
EVENING &  
WEEKEND 
 VIEWINGS 

334,000 
APPLICANTS 
REGISTERED 

IN 2013 

28 
INDUSTRY 
AWARDS 

45,700 
VIEWINGS 

EACH MONTH 

74% 
TENANT 

RENEWALS 

73% 
LANDLORD  

REPEAT 
BUSINESS 
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Summary and Conclusions 
Michael Brown, Chief Executive Officer. 
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Summary and Conclusions  

Strong  

financial 

performance 

Well positioned  

to capture   

market growth 

 Target markets offer significant upside from future growth in sales transactions. 

 16% revenue growth, 29.6% Adj. EBITDA growth, significant cash generation, early special dividend. 

Positive 

outlook for  

2014 

 Momentum from 2013 has continued into 2014.  

 Healthy short term sales pipeline. 

 Sales stock levels will be key determinant of longer term growth.   

Effective  

execution of 

strategy 

 Organic rollout strategy and centralised business model delivers improving margins as we expand.    
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Questions? 
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