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Kelso Group Holdings Plc ("Kelso' or the "Company")

 

Investment in THG Plc ("THG") Update

 

 

Kelso, the main market l i s ted investment company, updates  i ts  shareholders  on i ts  investment in TH G P lc ("TH G"). As

previous ly announced in i ts  Trading Update on 12 July 2023, Kelso confi rmed i ts  ownership of 8.0 mi l l ion shares  in THG, by

way of ordinary shares  and CFDs.

 

Kelso is  pleased with the s ignificant progress  made by TH G during 2023, including i ts  recent pos i.ve trading statement,

with management expec.ng H1 EB I TDA to be approximately 41% up year on year. This  progress  has  been helped by the

external  ta i lwinds  of the s ignificant whey price reduc.on which should help profitabi l i ty  par.cularly in H2. However, the

s ignificant non trading internal  progress  achieved should not be underes.mated; improved communica.on to the stock

market; improved corporate governance with new NEDs, early release of the golden share and reiterated commitment to

joining the premium index which we hope wi l l  occur H1 2024.

 

The one-year anniversary of the announcement of the TH G 'Separa.on' i s  later this  month. The Separa.on occurred almost

two years  a;er the I P O  and importantly a l lows each bus iness  divis ion to be independently managed and reported on. I t

a lso faci l i tates  poss ible third-party investment into any of the divis ions  and poten.al ly for any of the divis ions  to be sold

par.al ly or in ful l . I mportantly, Separa.on therefore gives  TH G s ignificant strategic op.onal i ty, and we welcome

management's  openness  and des ire to explore these opportunities .

 

Kelso con.nues to bel ieve this  approach encourages  stock market analysts  to value TH G on a sum of the parts  bas is , given

the dis.nct nature of the various  divis ions. I t i s  pleas ing to see this  change gradual ly occurring in the analyst community

and we bel ieve this  wi l l  ul.mately lead to the stock market be=er apprecia.ng the fundamental  value of TH G, shi;ing away

from pure e-commerce benchmark valua.ons. Liberum, the independent broker, con.nues to re-emphasise i ts  225p target

value, over two .mes the current share price, but i t i s  a lso encouraging to see other analysts  increas ingly refer in their

research to higher potentia l  price targets  centred around the sum of the parts  valuation.

 

I n par.cular, we bel ieve that TH G's  Nutri.on divis ion with i ts  main brand of MyP rotein should be valued as  a  global

consumer brand, given near $1bn sales , double-digi t EB I TDA margins  and i ts  increased product innova.on in the current

year. This  divis ion alone con.nues, in our view, to be worth more than the market capital isa.on of TH G. Kelso's  R NS on 21

Apri l  20232 highl ighted this  value and the names of some of the global  brands  that are increas ingly shi;ing the balance of

their product porCol ios  away from sugar and chocolate products  to more healthy and nutri.onal  ones. This  i s  made clear

when the 131 global  consumer product companies , with an average market capital isa.on of £85.3bn, that we bel ieve could

poten.al ly have strategic interest in this  divis ion, trade on an average EV/Sales  of 4.4x. TH G remains  valued on an EV/Sales

of c.0.5x.

 
Centred around the poten.al  value of MyP rotein, Kelso has  been pleased to see two further industry developments  in the
last few weeks. F i rst of a l l , on 5 July 2023, Mars  Wrigley ("Mars") announced the acquis i.on of Kevin's  Natural  Foods for
$800m, a  bus iness  founded in 2019. Kevin's  Natural  Foods reportedly generated approximately $140m of revenue in 2022
up from approximately $100m in 2021, which impl ies  a  5.7x historical  sa les  mul.ple. This  sales  mul.ple is  not diss imi lar
to other recent sales  mul.ples  on acquis i.ons in the nutri.on sector. Secondly, we note the announcement on 22 June
2023 by Tesco reaffirming i ts  commitment to support healthy affordable diets . Tesco announced in this  statement i ts  target
of boos.ng sales  of healthy products  to 65% as  a  propor.on of total  sa les  by 2025. Kelso highl ighted in i ts  R NS on 21 Apri l
20232 date about the global  investment ins.tu.ons demanding that food brands declare what % of their product porCol io
are 'healthy'. Kelso bel ieves  that the combina.on of retai lers  such as  Tesco targe.ng healthier products  coupled with
ins.tu.onal  investors  equal ly wan.ng to understand the healthiness  of the product porCol ios  of the global  food brands
be=er should leave TH G's  leading nutri.on brand MyP rotein in a  strategical ly advantageous pos i.on as  i t further expands
global ly.

TH G appears  to be in a  much steadier and improved pos i.on year on year. W ith TH G's  net debt to EB I TDA ra.o now

approaching 1.0x, Kelso would l ike to see TH G buying back some of i ts  equity or debt demonstra.ng the improved

confidence that they have shown in recent announcements .

 

Kelso con.nues to encourage TH G to del iver on a sum of the parts  real isa.on and is  very pleased that the company are



Kelso con.nues to encourage TH G to del iver on a sum of the parts  real isa.on and is  very pleased that the company are

open to driving this  change forward. Kelso is  looking forward to the interim results  of TH G in September with hopeful ly

some corporate strategy update which we hope wi l l  serve to further explain and support why the recent Apol lo bid was

rejected.
 

1Nestle, Coca Cola, Pepsi, Mondelez, Mars*, Hershey, Ferrero*, General Mills, Lotus Bakeries, Monster, Kra  Heinz, Keurig Dr
Pepper, Danone *Denotes private

2https://www.londonstockexchange.com/news-article/KLSO/update-on-thg-investment-and-placing/15925580

 

For further information please contact:

Kelso Group Holdings plc +44 (0) 75 4033 3933

John Goold, Chief Executive Officer

Mark Kirkland, Chief Financial  Officer

Jamie Brooke, Chief Investment Officer

Zeus (Broker) +44 (0) 20 3829 5000

Nick Cowles, Ed Beddows (Investment Banking)

Ben Robertson (Corporate Broking)

 

About Kelso:

Kelso was establ ished in November 2022 to identi fy, engage and unlock trapped value in UK l i s ted companies . Through
active engagement and al ignment with other stakeholders , Kelso a ims to effect change where existing shareholders  are
often unable or unwi l l ing to do so themselves. Kelso is  run by John Goold (CEO), Mark Kirkland (CFO and Strategy) and
Jamie Brooke (CIO) each of which have over 25 years  of experience in the quoted and unquoted UK smal l  and mid-cap
market.

This information is provided by RNS, the news service of the London Stock Exchange. RNS is approved by the Financial Conduct Authority to act as a
Primary Information Provider in the United Kingdom. Terms and conditions relating to the use and distribution of this information may apply. For further
information, please contact rns@lseg.com or visit www.rns.com.

RNS may use your IP address to confirm compliance with the terms and conditions, to analyse how you engage with the information contained in this
communication, and to share such analysis on an anonymised basis with others as part of our commercial services. For further information about how
RNS and the London Stock Exchange use the personal data you provide us, please see our Privacy Policy.
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