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Event 
3Q21 trading update and FY21 revenue guidance positively point to strong growth 
continuing, but perhaps not as strongly as the market anticipated given 1H21 and FY20 
growth rates (COVID-benefit), with several notable catalysts and drivers (e.g. private label, 
mobile app, loyalty program, etc.) to augment and accelerate customer engagement, 
adoption and conversions (supporting key metrics like repeat transactions, LTV/CaC and 
increasing Average Order Vale (AOV) and Average Order Frequency (AOF)), which in turn 
should deliver increasing returns and margins. FY21 and FY22 sales reduced by 7% and 19% 
respectively and our PT falls from $8.30 to $6.00. 

Highlights 
• FY21 revenue growth guidance within the range of 43% to 47% vs. pcp’s (FY20) 

$121.1m, which translates to revenue within the range of $173m to $178m was not as 
bad as it looked given the original guidance was for FY21 revenue above the growth 
levels achieved pre-COVID in FY19 of +38.6% but was actually an improvement at 43% 
to 47% – however market was most likely spooked by the following : 

1. 1H21 revenue growth of 85% on pcp – COVID-19 induced spike; 

2. FY20 revenue growth of +65% on pcp – again, a COVID-19 driven ‘sugar hit’;  

3. Potential slowdown in longer-term top-line growth given easing of COVID 
lockdowns and restrictions and shift from online to omni-channel (as per 
RBL/TPW/KGN downgrades recently); and, most perhaps most pertinently,  

4. Lack of clarity (confusion?) around the active customer numbers – the 687k 
announced was for the 9 months YTD to 31 March 2021. That number is +69% on 
the pcp customer numbers of 406k. The 777k customer numbers previously 
published in 1H21 was for CY 2020 period (i.e. a full 12 month period between 1 
January 2020 to 31 December 2020). 

• 3Q21 revenue +47% to $39.4m – a good result in a seasonally weaker quarter for Retail 
post 2Q21, with a significant catalyst being the acceleration continuing in active customer 
growth of +69% to 687k and the twin growth engines of Skincare and Haircare (both 
recently validated by Estee Lauder quarterly result this week). 

• Loyalty program launched in March – with sign-ups ahead of expectations according to 
the company, especially in our view the top Tier 3 category (annual spend $1,500 p.a.) 
where we estimate the take-up was close to 50% (!). 

• Noted as per previous guidance that FY21 EBITDA will continue to see a scaling up of 
investment in marketing and advertising, in addition to staffing costs – ABY remains in 
growth mode with continuing investment to reinforce and augment the market share 
grab and the release of new capabilities (e.g. mobile app, private label, NZ operations, 
Loyalty program, content creation, range and adjacency opportunities) should, in time, 
translate into increased sales, earnings and EBITDA margins (EBITDA margins surged from 
3.5% in 1H20 to 5.4% in 1H21). 

Recommendation 
BUY. ABY is a pre-eminent 100% online e-tailer with a strong focus on key analytical revenue 
drivers and customer engagement that is doing everything right and its accelerated – and 
significant – growth trajectory should continue with a clear runway ahead. ABY is ideally 
positioned for long-term growth, with a very attractive and large addressable market, which 
is very fragmented, thereby enabling the company to garner further market share (already 
the category leader), and to pursue and drive scale. Furthermore, the company is now 
recapitalised for growth, has minimal debt, management expertise is high and the 
risk/reward equation compelling. At 1.4x EV/Sales+1, ABY also trades at a significant 18% 
discount to listed pure online BPC Retailer peers KGN/TPW multiple of 1.9x.  
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Adore Beauty was co-founded in 2000 by Kate Morris and 
James Height as Australia’s first beauty focused e-
commerce website. Since then, it has become Australia’s 
number one pureplay online beauty retailer, home to >230 
global and domestic brands and 11,000 products. It offers 
premium beauty, wellness, personal care products as skin, 
hair, make up, body care, cosmetics, fragrances oral care, 
men's grooming, electrical appliances, dietary supplements, 
sex products, accessories and close adjacencies. It listed on 
the ASX on 23 October 2020 as $6.75ps. 

 

 

 

 

 

NOTE: FY20A and historical periods are 

statutory numbers while FY21E is on a Pro-

Forma basis hence Net Change in Cash 
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Earnings Revisions 

Other Key Points 
• Australia’s leading 100% pure-play online retailer specialising in the Beauty and 

Personal Care (BPC) segment in Australia – with >777,000 active customers (last 
published 12-month period) who become more valuable over time. This is underpinned 
and augmented further by very attractive unit economics combining Customer 
Acquisition Cost (CAC) and improving Lifetime Value (LTV), leading to higher returns. For 
example, FY19 cohort LTV/CAC rose from 1.4x to 2.6x in FY20. That is, the average CAC 
in each cohort is recovered within one year of acquiring the customer and continues to 
grow over time. For example, the LTV of the FY18 cohort in FY20 was 4.7x higher than 
the average CAC of this cohort. 

• TAM for the Australian online beauty and personal care market now estimated by Frost 
& Sullivan to quadruple from $797m in 2018 to $3.2b in 2024 – with online TAM 
currently $1.3b of the total $11.2b Australian Beauty & Personal Care (BPC) market and 
the penetration rate increasing to 24.9% by CY24F, representing a very strong 4-year 
CAGR of 26%. 

• Investing in future growth (opex) to further drive market share gains, earnings and  to 
support the business in its next phase of growth – given the relatively high proportion 
of opex which is fixed in nature, ABY believes it has significant operating leverage, with 
revenue and gross profit growth has improved EBITDA margins from CY19’s 3.6% to 
CY20’s 4.0% to 1H21’s 5.4% and we forecast them to rise further.  

  

Figure 1: Shaw and Partners Earnings Changes 

 

Source: Shaw and Partners 

Figure 2: Australian Online Beauty & Personal Care Market Summary 

 

Source:  Frost & Sullivan The Online Retail Market (ANZ) September 2020 

Old New Chg Old New Chg Old New Chg

Sales (A$m) 187.4 174.1 -7% 275.2 221.6 -19% 352.8 267.7 -24%

EBITDA (A$m) 10.7 7.6 -29% 17.1 12.4 -27% 22.6 16.7 -26%

   Margin 5.7% 4.4% 134bp 6.2% 5.6% 61bp 6.4% 6.2% 17bp

Adjusted NPAT (A$m) 4.8 4.2 -12% 7.8 7.5 -4% 11.2 10.4 -7%

EPS (cents) 5.0 4.5 -11% 8.3 7.9 -5% 11.8 11.0 -7%

DPS (cents) 0.0 0.0 nm 0.0 0.0 nm 0.0 0.0 nm
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• ABY is benefitting from multiple growth drivers: 

1. Organic growth (data analytics, mobile app and loyalty scheme launches, improved 
brand engagement and content [podcasts, blogs, tutorials, live chat, reviews, 
broadening SKU range] and optimising supplier contracts;  

2. Expanding into new markets and adjacent categories (private label, mobile app, grow 
NZ, deepening product exclusivity, importing international brands);  

3. Increasing exclusivities from brands (now around 55 in number of the total 260);  

4. NPD and innovation; 

5. Driving social media channels to the consumer;  

6. Improving back end functions, notably supply chain and logistics (e.g. click ‘n’ collect, 
same day or priority delivery);  

7. Providing more flexible return policies;  

8. Expansion of network infrastructure (4G to 5G, NBN); and 

9. BNPL expanding customer segments. 

 

Summary – in Charts 

Figure 3: ABY Revenue Summary  Figure 4: ABY COGS Summary 

 

 

 

Source: Shaw and Partners  
 

Source: Shaw and Partners 

 

Figure 5: ABY Gross Profit Summary  Figure 6: ABY Employee Costs Summary 
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Source: Shaw and Partners 
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Figure 7: ABY Marketing &Advertising Costs Summary  Figure 8: ABY Other Costs Summary 

 

 

 

Source: Shaw and Partners 
 

Source: Shaw and Partners 

 

Figure 9: ABY Total OpEx Summary  Figure 10: ABY EBITDA Summary 

 

 

 

Source: Shaw and Partners 
 

Source: Shaw and Partners 

 

Figure 11: ABY EBIT Summary  Figure 12: ABY NPAT Summary 

 

 

 

Source: Shaw and Partners 
 

Source: Shaw and Partners 
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Figure 13: ABY GP Summary  Figure 14: ABY GM Summary 

 

 

 

Source: Shaw and Partners 
 

Source: Shaw and Partners 

 

Figure 15: ABY EBITDA Summary  Figure 16: ABY EBITDA Margin Summary 
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Source: Shaw and Partners 
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Figure 17:e-Commerce / Pure Online EV/Sales+1 CompCo Summary (Consensus) 

 

Source: Shaw and Partners, FactSet(Consensus) 
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Key risks 
1. Stability of website, databases, its operating systems and technology – ABY’s website, 

databases, IT, warehouse systems and management systems are critically important to 
its success in attracting and retaining customers, and maximising sales conversion. 

2. New/existing competitors could adversely impact – The beauty and personal care 
market is highly fragmented. Existing online competitors may strengthen their market 
share through increased funding or industry consolidation, an increase in brand 
awareness or attractiveness to customers, or through financial or operational 
advantages which allow them to compete aggressively on pricing. Competition may 
also come from third-party suppliers establishing their own online presence as 
opposed to utilising ABY’s network.  

3. Relies on third-party suppliers for its products –Success relies on ABY’s ability to retain 
its existing key supplier relationships and its ability to continue to attract suppliers on 
acceptable terms. Supply agreements are negotiated on a case by case basis and there 
is no guarantee that these arrangements will be renewed on like terms.  

4. Exclusivity of brands – Competitors will from time to time attempt to negotiate 
contracts with exclusivity terms with various brands (potentially including with brands 
that are stocked by ABY or that ABY wishes to stock). There is a risk that the brands 
ABY stocks, or would like to stock, could be subject to these exclusivity arrangements 
with a competitor in the future.  

5. Growth in online penetration and/or rate of migration slows – Growth in ecommerce 
is being driven partly by the migration of customers from a traditional offline retailing 
experience to online retailing platforms across a number of segments. This factor is 
outside ABY’s control and there is no guarantee that the migration of customers will 
continue to grow in the future. 

6. Expansion (e.g. acquisitions) into new markets may not be successful – Any future 
acquisitions or expansions into new markets (in product segments, relevant 
adjacencies and potentially geographically) may expose ABY to unforeseen risks.  

  

Figure 18: e-Commerce / Pure Online CompCo Valuation Summary (Consensus) 

 

Source: Shaw and Partners, FactSet 

Domestic - Pure Online Retailers

Security Name Country Last Price Mkt Cap FY20 FY21 FY22 FY20 FY21 FY22 FY20 FY21 FY22 FY20 FY21 FY22 FY20 FY21 FY22

ABY Adore Beauty Group Australia $3.70 $348 134.8x 64.8x 40.5x 2.7x 1.7x 1.3x 8.5x 5.3x 4.3x 71.1x 42.3x 22.6x 94.4x 52.5x 26.1x

BKG Booktopia Group Australia $2.55 $350 - 94.9x 47.2x - 1.5x 1.2x - 5.5x 4.4x - 22.5x 17.0x - 34.8x 24.3x

CTT Cettire Australia $1.64 $623 - 817.5x 545.0x - 7.2x 3.5x - - - - 482.9x 235.8x - 827.7x 353.7x

HPG hipages Group Australia $2.37 $308 - - 143.6x 6.0x 5.1x 4.2x 6.0x 5.1x 3.9x 47.4x 36.8x 19.6x - - 70.7x

KGN Kogan com Australia $10.48 $1,115 37.4x 25.9x 21.7x 1.9x 1.3x 1.2x 7.7x 4.9x 4.5x 20.2x 15.1x 12.6x 23.9x 17.2x 14.4x

MMM Marley Spoon CDI Germany $2.50 $640 - - - 1.0x 0.8x 0.7x 2.7x 2.0x 1.7x - 79.7x 35.1x - - -

MYD MyDeal Australia $0.68 $176 13600.0x - - 9.5x 3.3x 2.3x 9.5x 4.0x 3.0x - - - - - -

RBL Redbubble Australia $3.79 $1,037 - 26.1x 38.3x 2.8x 1.6x 1.4x 7.3x 4.1x 3.8x 64.0x 15.6x 18.8x - 22.9x 30.1x

TPW Temple & Webster Australia $10.06 $1,212 86.2x 66.8x 87.2x 6.7x 3.4x 2.5x 18.9x 9.5x 7.3x 138.1x 53.8x 68.0x 142.5x 58.4x 84.7x

YFZ Youfoodz Holdings Australia $0.49 $65 - - - - 0.3x 0.4x - 0.9x 1.1x - 14.7x 28.6x - - -

Average 3464.6x 182.7x 131.9x 4.4x 2.6x 1.9x 8.7x 4.6x 3.8x 68.2x 84.8x 50.9x 86.9x 168.9x 86.3x

Median 110.5x 65.8x 47.2x 2.8x 1.6x 1.4x 7.7x 4.9x 3.9x 64.0x 36.8x 22.6x 94.4x 43.7x 30.1x

High 13600.0x 817.5x 545.0x 9.5x 7.2x 4.2x 18.9x 9.5x 7.3x 138.1x 482.9x 235.8x 142.5x 827.7x 353.7x

Low 37.4x 25.9x 21.7x 1.0x 0.3x 0.4x 2.7x 0.9x 1.1x 20.2x 14.7x 12.6x 23.9x 17.2x 14.4x

PE (x) EV/Sales (x) EV/Gross Profit (x) EV/EBITDA (x) EV/EBIT (x)
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Core drivers and catalyst 
Organic Growth 

• Grow brand awareness - currently ~52% as at Dec-2020 and ABY believe they can 
increase this in time to c. 80%+ via further reductions in CAC, increasing LTV, growing 
market share higher than industry average, higher conversion rates, etc.; 

• Make buying proposition more attractive and compelling for those customers who 
do not know what they want to purchase - e.g. personalised and targeted campaigns, 
more seamless UI integration, using AI to determine areas of interest, etc.; 

• Leverage customer data analytics - e.g. build competitive moat, improve conversion 
and increase LTV; 

• Launched (soft) mobile app late 2020 with full release in 2H21 - app will have a 
content-first focus, delivering highly personalised and relevant content to engage 
customers with blog posts, guides, routines and reviews, and to provide a seamless 
transition to purchase; and 

• Launch loyalty and rewards to drive customer retention - this is likely to take the form 
of a holistic tiered program including financial, experiential, useful, personal and social 
benefits, delivering tangible perceived value to members and providing members with 
a sense of belonging and inclusivity. 

Expanding into New Markets & Adjacent Categories 

• Private label will enable ABY to fill product offering gaps, increase flexibility in 
marketing and design and improve supply chain management through control of 
sourcing, volume and timely delivery - management is currently aiming to launch 
these in-house brands in 2H CY21. This should enable ABY to increase its competitive 
moat, improve margins and expand TAM through international D2C expansion; and 

• Category and market adjacencies - ABY will continue to increase the number of brands 
offered as well as expand its product categories. This may take the form of exclusive 
rights, importation of international brands, launching own brands, acquiring or 
incubating nascent or growing brands. The net result is to increase TAM via larger SKU 
coverage and improving margins. 
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Rating Classification 

Buy Expected to outperform the overall market 

Hold Expected to perform in line with the overall market 

Sell Expected to underperform the overall market 

Not Rated Shaw has issued a factual note on the company but does not have a recommendation 
 

 

Risk Rating 

High Higher risk than the overall market – investors should be aware this stock may be speculative 

Medium Risk broadly in line with the overall market 

Low Lower risk than the overall market 
 

RISK STATEMENT: Where a company is designated as ‘High’ risk, this means that the analyst has determined that the risk profile for this company is 

significantly higher than for the market as a whole, and so may not suit all investors. Clients should make an assessment as to whether this stock 

and its potential price volatility is compatible with their financial objectives. Clients should discuss this stock with their Shaw adviser before making 

any investment decision. 

 

Distribution of Investment Ratings 
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Disclaimer 

Shaw and Partners Limited ABN 24 003 221 583 (“Shaw”) is a Participant of ASX Limited, Chi-X Australia Pty Limited and holder of Australian Financial 
Services Licence number 236048.  
 
ANALYST CERTIFICATION: The Research Analyst who prepared this report hereby certifies that the views expressed in this document accurately 
reflect the analyst's personal views about the Company and its financial products. Neither Shaw nor its Research Analysts received any direct financial 
or non-financial benefits from the company for the production of this document. However, Shaw Research Analysts may receive assistance from the 
company in preparing their research which can include attending site visits and/or meetings hosted by the company. In some instances the costs of 
such site visits or meetings may be met in part or in whole by the company if Shaw considers it is reasonable given the specific circumstances relating 
to the site visit or meeting. As at the date of this report, the Research Analyst does not hold, either directly or through a controlled entity, securities 
in the Company that is the subject of this report, where they do hold securities those interests are not material. Shaw restricts Research Analysts 
from trading in securities outside of the ASX/S&P100 for which they write research. Other Shaw employees may hold interests in the company, but 
none of those interests are material.  
 
DISCLAIMER: This report is published by Shaw to its clients by way of general, as opposed to personal, advice. This means it has been prepared for 
multiple distribution without consideration of your investment objectives, financial situation and needs (“Personal Circumstances”). Accordingly, the 
advice given is not a recommendation that a particular course of action is suitable for you and the advice is therefore not to be acted on as investment 
advice. You must assess whether or not the advice is appropriate for your Personal Circumstances before making any investment decisions. You can 
either make this assessment yourself, or if you require a personal recommendation, you can seek the assistance of your Shaw client adviser. This 
report is provided to you on the condition that it not be copied, either in whole or in part, distributed to or disclosed to any other person. If you are 
not the intended recipient, you should destroy the report and advise Shaw that you have done so. This report is published by Shaw in good faith 
based on the facts known to it at the time of its preparation and does not purport to contain all relevant information with respect to the financial 
products to which it relates. The research report is current as at the date of publication until it is replaced, updated or withdrawn. Although the report 
is based on information obtained from sources believed to be reliable, Shaw does not make any representation or warranty that it is accurate, 
complete or up to date and Shaw accepts no obligation to correct or update the information or opinions in it. If you rely on this report, you do so at 
your own risk. Any projections are indicative estimates only and may not be realised in the future. Such projections are contingent on matters outside 
the control of Shaw (including but not limited to market volatility, economic conditions and company-specific fundamentals) and therefore may not 
be realised in the future. Past performance is not a reliable indicator of future performance. Except to the extent that liability under any law cannot 
be excluded, Shaw disclaims liability for all loss or damage arising as a result of any opinion, advice, recommendation, representation or information 
expressly or impliedly published in or in relation to this report notwithstanding any error or omission including negligence.  
 
Depending on the timing and size of your investment, your portfolio composition may differ to the model. Performance figures are derived from the 
inception date of the model and its investment transactions from that date, therefore the performance for your portfolio may be different. If you 
have any questions in connection with differences between your portfolio and the model, you should speak with your adviser.  
 
IMPORTANT INFORMATION TO CONSIDER: It is important that before making a decision to invest in a Shaw Managed Accounts, a managed fund, an 
exchange traded fund, an individual hybrid security or listed debt instrument that you read the relevant Product Disclosure Statement (“PDS”). The 
PDS will contain information relevant to the specific product, including the returns, features, benefits and risks. The PDS can be found at: 
www.shawandpartners.com.au/media/1348/shawmanagedaccounts_pds.pdf.  
 
RISKS ASSOCIATED WITH HYBRID SECURITIES: Hybrid securities and listed debt instruments differ from investments in equities and cash products in 
a number of important respects. The liquidity risk associated with an investment in hybrid securities and listed debt instruments will generally be 
greater than that associated with equities. The credit risk associated with hybrid securities and listed debt instruments is higher than that of a cash 
product or term deposit. Some hybrid securities may be perpetual in nature, meaning that they can only be redeemed or exchanged for cash or equity 
at the issuer’s option. Hybrids may also contain terms which automatically trigger the deferral of an interest payment or cause the issuer to repay 
the hybrid earlier or later than anticipated. ASIC has published information to assist consumers in understanding the risks and benefits associated 
with an investment in hybrid securities or listed debt instruments. This information can be found under the heading ‘Complex Investments’ at 
www.moneysmart.gov.au/investing. 
 
DISCLOSURE: Shaw will charge commission in relation to client transactions in financial products and Shaw client advisers will receive a share of that 
commission. Shaw, its authorised representatives, its associates and their respective officers and employees may have earned previously or may in 
the future earn fees and commission from dealing in the Company's financial products. Shaw acted as Co-Lead Manager in the ABY October 2020 IPO 
for which it received fees or will receive fees for acting in this capacity. Accordingly, Shaw may have a conflict of interest which investors should 
consider before making an investment decision. 
 
 
 

 

  

http://www.shawandpartners.com.au/media/1348/shawmanagedaccounts_pds.pdf
http://www.moneysmart.gov.au/investing
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