
Gear4music (Holdings) Plc 

Please refer to the important disclosures shown on the back page and note that this information is Non-independent and categorised as Marketing Material 

gear 

Sustaining a run of positive news 

Gear4music, which reported positively on FY2020 profits in its recent 23rd June 

2020 results announcement, released further good news today.  The company 

already stated that FY2021 had started on an exceptionally strong note for 

sales revenue.  But profitability – an upgraded priority in the past 18 months – 

now looks to be ahead of expectations.  We raise our forecasts on this report.  

Gear4music reconfirmed very rapid first quarter sales growth in today’s 

release.   Total sales in the three months to end-June 2020 increased by 68% to  

£37.3m as UK sales advanced by a very fast 80% to £21.2m and Europe and Rest of the 

World also advanced quickly, recording 55% growth to £16.1m.  At this stage, we are 

leaving our full year FY2021 revenue forecast at £143.5m, which represents a 19% 

growth rate.  However, we note the company’s increased confidence after a brisk Q1 

that these arguably ambitious expectations will be met comfortably. 

Gear4music’s FY2020 prioritisation of profitability looks to have been rewarded 

and we upgrade our FY2021 EBITDA forecast from £10.3m to £11.3m. After a 

period of disruption in late calendar 2018, the company embarked on major projects to 

improve the quality of its internal organisation and logistics.  The hard work associated 

with this process appears to have laid the foundations in benefiting both gross margins 

and the ability to target marketing expenditure more efficiently. Encouragingly, this 

implies that the company should be able to maintain positive profit momentum at 

whatever stage Covid-19 eases. 

Today’s announcement extends Gear4music’s ability to deliver positive 

newsflow.  It is the fifth consecutive positive RNS since 18th March 2020 when the 

company highlighted minimal impact from Covid19.  Since then there were separate 

positive announcements on sales and profitability in April and better than expected 

results in June.  We believe this should increase market confidence in how the business 

is positioned and being managed. 

Gear4music’s attractions as a company which can generate mature market sales volume 

growth remain in place. Even without a boost from Covid-19, its distribution model is 

arguably far more appropriate for an industry in which “hobbyist” customers wish to 

maximise available choice, than that of traditional retailing.   

Valuation 

Gear4music’s share price has doubled year to date. However, that increase 

been supported by very positive newsflow and the current valuation appears 

undemanding given the sustainability of that growth and the company’s 

inherent financial strength.   

The EV/sales ratio looks modest at 0.6x while EV/EBITDA of 7.6x looks 

unusually low by the standards of successful online retailers.  In our view, the 

shares are likely to enjoy further rerating.  We reiterate that Gear4music looks 

well placed as a company to thrive, both mid and post pandemic.
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Description 

Gear4music sells own-brand musical 

instruments and music equipment 

alongside premium third-party brands 

including Fender, Yamaha and 

Roland, to customers ranging from 

beginners to musical enthusiasts and 

professionals, in the UK, Europe and, 

more recently, into the Rest of the 

World. 
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Equity Development Limited is regulated by the Financial Conduct Authority 

 

Equity Development Limited (‘ED’) is retained to act as financial adviser for various clients, some or all of whom may now or in 

the future have an interest in the contents of this document and/or in the Company. In the preparation of this report ED has 

taken professional efforts to ensure that the facts stated herein are clear, fair and not misleading, but make no guarantee as 

to the accuracy or completeness of the information or opinions contained herein. 

This document has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act 2000 of the 

United Kingdom (‘FSMA’). Any person who is not a relevant person under this section should not act or rely on this document 

or any of its contents.  Research on its client companies produced and distributed by ED is normally commissioned and paid for 

by those companies themselves (‘issuer financed research’) and as such is not deemed to be independent, as defined by the 

FCA, but is ‘objective’ in that the authors are stating their own opinions.  This document is prepared for clients under UK law. 

In the UK, companies quoted on AIM are subject to lighter due diligence than shares quoted on the main market and are 

therefore more likely to carry a higher degree of risk than main market companies.  

This report is being provided to relevant persons by ED to provide background information about Gear4music Holdings plc. This 

document does not constitute, nor form part of, and should not be construed as, any offer for sale or purchase of (or solicitation 

of, or invitation to make any offer to buy or sell) any Securities (which may rise and fall in value). Nor shall it, or any part of 

it, form the basis of, or be relied on in connection with, any contract or commitment whatsoever. Self-certification by investors 

can be completed free of charge at www.fisma.org  

ED may in the future provide, or may have in the past provided, investment banking services to the Company. ED, its Directors 

or persons connected may have in the future, or have had in the past, a material investment in the Company. 

 

More information is available on our website 

www.equitydevelopment.co.uk 

 

 

Equity Development, 15 Eldon Street, London, EC2M 7LD. Contact: info@equitydevelopment.co.uk 0207 065 2690 

mailto:hannah@equitydevelopment.co.uk
http://www.equitydevelopment.co.uk/
mailto:info@equitydevelopment.co.uk

