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THE DAVY VIEW
In a UK residential market that has been somewhat becalmed for 
half a decade, Rightmove (RMV) has been consistent, deliberate 
and sustained in building competitive advantage. Consumers love 
it, the techno-phobic estate agents both love and hate it, yet 
through it all average revenue per advertiser (ARPA) continues to 
expand, evidencing the growing value proposition. Senior 
management succession since the founding of RMV in 2000 
showcases this resilient consistency. Virtual viewings represent a 
real opportunity and the lettings adjacency is material. RMV 
appears very well positioned. We initiate with an ‘Outperform’ 
rating and price target of 799p.

The ARPA-nator
Listings, traffic, monetization is the mantra of any successful online marketplace. 
RMV captures two critical competitive advantages. Firstly, it is the dominant 
player, out-competing Zoopla et al and secondly, the consumer appetite for the 
content seems to be insatiable. The combination has delivered consistent ARPA 
growth, 16/19 CAGR +9%, and it will continue to do so, 20/23 +23%, given the 
2020 low point.

Lettings feels like a material adjacency
Estate agents move slowly, so very slowly. The UK is littered with failed property 
technology businesses with great propositions that couldn’t gain traction because 
of the glacial pace of innovation in the sector. It seems that RMV understands this 
and it is moving deliberately but cautiously into the lettings adjacency. It is a 
c.+£30m opportunity and one that is curiously dynamic with the growth of new 
agent models such as OpenRent.

Will estate agents ever embrace digital technologies?
Virtual viewing technologies appear to represent a meaningful enhancement to 
the somewhat staid estate agency business model. Estate agents are generally 
the latest of late adopters. Virtual viewing is super compelling, most importantly 
for the consumer but also for the estate agents’ income statement. Intriguingly, 
the RMV platform feels like the most appropriate destination for consumers and 
agents to interact via a virtual viewing experience. Does this intriguing technology 
afford a great opportunity for RMV to innovate, enhance the proposition even 
further and advance ARPA?
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Key Financials (£m)
Year End Dec21E Dec22E Dec23E

Revenue 301.8 327.3 352.1

Yoy (%) 46.7 8.4 7.6

Gross profit 301.8 327.3 352.1

Yoy (%) 46.7 8.4 7.6

EBITDA 227.2 247.4 267.4

EBIT 222.8 242.6 262.7

EPS Diluted 21.0 23.2 23.7

Valuation

P/E 31.9 28.8 28.2

EV / Revenue 18.6 17.1 15.8

EV / Gross profit 18.6 17.1 15.8

EV / EBITDA 24.7 22.6 20.9

EV / EBIT 25.2 23.1 21.2

Source: Davy estimates
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RIGHTMOVE PLC (RMV LN) OUTPERFORM
Disruptive technology
Summary Accounts Dec19 Dec20 Dec21E Dec22E Dec23E
INCOME STATEMENT (£m)
Revenue 289.3 205.7 301.8 327.3 352.1
Cost of goods sold 0.0 0.0 0.0 0.0 0.0
Gross profit 289.3 205.7 301.8 327.3 352.1
Operating expenses -75.6 -70.6 -79.0 -84.6 -89.4
Other operating income/(loss) 0.0 0.0 0.0 0.0 0.0
Operating profit 213.7 135.1 222.8 242.6 262.7
Non-operating income/(loss) 0.0 0.0 0.0 0.0 0.0
EBIT 213.7 135.1 222.8 242.6 262.7
Finance income 0.3 0.2 0.1 0.3 0.4
Finance expense -0.5 -0.5 -0.5 -0.6 -0.6
Profit/(loss) before tax 213.6 134.8 222.4 242.4 262.4
Tax -40.5 -25.0 -41.8 -46.1 -65.6
Net income/(loss) - basic 173.1 109.8 180.5 196.3 196.8
Minority interests 0.0 0.0 0.0 0.0 0.0
Preference dividends 0.0 0.0 0.0 0.0 0.0
Discontinued operations/other 0.0 0.0 0.0 0.0 0.0
Net income/(loss) - diluted 173.1 109.8 180.5 196.3 196.8
Depreciation 3.1 3.3 3.3 3.6 3.7
Amortisation 0.5 1.0 1.1 1.2 1.1
EBITDA 217.3 139.4 227.2 247.4 267.4
PER SHARE DATA
Avg number of shares - diluted (m) 888.0 873.7 861.6 846.5 831.7
Diluted EPS (p) 19.5 12.6 21.0 23.2 23.7
CASH FLOW(£m)
Net cash gen from/(used in) ops. 184.2 96.3 182.5 204.6 205.4
Net cash gen from/(used in) invest. -16.1 0.8 -3.7 -3.8 -4.0
Net cash gen from/(used in) fin. -151.8 -32.5 -210.2 -186.3 -186.8
Net (dec.)/inc. cash/cash equiv. 16.3 64.6 -31.4 14.6 14.6
Free cash flow 200.1 135.9 215.6 242.3 261.9
BALANCE SHEET (£m)
Cash and cash equivalents 32.1 96.7 65.3 79.9 94.4
Accounts receivable 24.0 23.5 33.1 35.9 38.6
Inventory 0.0 0.0 0.0 0.0 0.0
Current tax assets 0.0 1.2 0.1 0.1 0.1
Other current assets 4.6 0.3 0.6 0.7 0.7
Total current assets 60.7 121.6 99.1 116.5 133.8
Tangible assets 12.8 13.9 19.9 21.9 23.8
Intangible assets 22.0 22.1 22.6 23.0 23.7
Accounts receivable 0.0 0.0 0.0 0.0 0.0
Deferred tax assets 2.7 2.8 3.0 3.0 3.0
Right of use assets 0.0 0.0 0.0 0.0 0.0
Investment in assoc./joint ventures 0.0 0.0 0.0 0.0 0.0
Other non-current assets 0.0 0.0 0.0 0.0 0.0
Total non-current assets 37.5 38.8 45.4 47.9 50.5
Total assets 98.1 160.4 144.5 164.4 184.3
Accounts payable 19.5 18.9 21.9 23.3 24.7
Deferred revenue 0.0 0.0 0.0 0.0 0.0
Borrowings 0.0 0.0 0.0 0.0 0.0
Convertible debt 0.0 0.0 0.0 0.0 0.0
Lease liabilities 1.7 2.0 2.8 2.9 2.9
Current tax liabilities 18.9 0.0 0.0 0.0 0.0
Provisions 0.3 0.7 0.6 0.6 0.6
Other current liabilities 2.1 1.6 3.2 3.4 3.7
Total current liabilities 42.5 23.2 28.5 30.3 32.0
Accounts payable 0.0 0.0 0.0 0.0 0.0
Deferred revenue 0.0 0.0 0.0 0.0 0.0
Borrowings 0.0 0.0 0.0 0.0 0.0
Convertible debt 0.0 0.0 0.0 0.0 0.0
Lease liabilities 10.5 10.3 13.8 14.1 14.3
Deferred tax liabilities 0.9 0.9 1.0 1.0 1.0
Provisions 2.9 3.0 0.6 0.6 0.6
Other non-current liabilities 0.0 0.0 0.0 0.0 0.0
Total non-current liabilities 14.3 14.1 15.4 15.7 15.9
Total liabilities 56.8 37.3 43.9 46.0 47.9
Total equity 41.3 123.1 100.6 118.3 136.5

Key Information

Price (p) 668
Shares (m) 847.2
Mkt. Cap (£m) 5658
E.V. (£m) 5595
Free float (%) 99.1
Shares Traded (m) 1.397
Value Traded (£m) 12.974
IDENTIFIERS

Bloomberg RMV LN
RIC RMV.L

Valuation Dec19 Dec20 Dec21E Dec22E Dec23E
P/E 34.3 53.1 31.9 28.8 28.2
EV / Revenue 19.49 27.09 18.58 17.09 15.85
EV / Gross profit 19.49 27.09 18.58 17.09 15.85
EV / EBITDA 25.94 39.98 24.69 22.61 20.87
EV / EBIT 26.38 41.24 25.17 23.06 21.24

Key Metrics Dec19 Dec20 Dec21E Dec22E Dec23E
GROWTH
Revenue (%) 8.0 -28.9 46.7 8.4 7.6
Gross profit (%) 8.0 -28.9 46.7 8.4 7.6
EBITDA (%) 7.4 -35.8 62.9 8.9 8.1
EBIT (%) 7.6 -36.8 64.9 8.9 8.3
Diluted EPS (%) 10.2 -35.5 66.7 10.7 2.0

PROFITABILITY
Gross profit margin (%) 100.0 100.0 100.0 100.0 100.0
EBITDA margin (%) 75.1 67.8 75.3 75.6 76.0
EBIT margin (%) 73.9 65.7 73.8 74.1 74.6
Profit margin (%) 59.83 53.36 59.81 59.99 55.90

FINANCIAL / GENERAL
WACC (%) 0.0 0.0 0.0 6.3 6.3
Effective tax rate (%) -19.0 -18.6 -18.8 -19.0 -25.0

Price Performance 1 Mth 3 Mths 6 Mths YTD 1 Yr
Absolute -12.6 -6.2 1.5 -16.0 5.9
Rel to FTSE 100 -14.9 -10.0 -5.2 -17.2 -5.1
Rel to FTSE Eurofirst 300 -11.6 -7.1 -1.0 -13.9 -4.1
Rel to E300 Real Estate -9.5 -0.7 10.1 -11.9 2.2

Analyst Details

Analyst: David Reynolds
Email: david.reynolds@davy.ie
Phone: +44 207 4488883
Sector: Disruptive technology
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Snapshot
Founded in 2000 and listed in 2006, RMV is very much the elder statesman of the UK 
listed online marketplace names. RMV’s IPO priced at 335p and represented 
founding shareholders Connells, Countrywide, RSA and Halifax selling c.18% of the 
issued share capital. Back then, RMV had already acquired c.10,000 estate agency 
customers and had established a dividend programme.

Roll forward to the share buybacks established in 2007, the million properties listed 
benchmark passed in 2008, together with impressions in excess of five billion across 
the year.

Passing through 2010, with app based functionality now the norm for both iPhone 
and iPad, and RMV was the clear market leader with c.84% market share of the top 
four UK property websites.

With a December year end, FY10 printed £81.6m revenue, +26% year-on-year (yoy) 
revenue growth, operating profit was £52.1m, a 64% margin. In terms of KPIs, it had 
82% market share, 18,042 advertisers, 7.6bn page impressions across the year and 
1.1m properties displayed as at December 31st. ARPA was £379 per month in 2010.

FY15 saw £192.1m revenue, +15% yoy revenue growth, operating profit of £144.3m, 
a 75% margin. In terms of KPIs, it had 85% market share, 19,752 advertisers, 17.5bn 
page impressions across the year and 1.2m properties displayed as at December 
31st. ARPA advanced to £754 across 2015.

In 2018, there was a 10:1 share division, effective August 31st.

FY19 had £289.3m revenue, +8% yoy revenue growth, operating profit of £219.7m, a 
76% margin. In terms of KPIs, there were 19,809 advertisers, of which 16,347 
agency branches and 3,462 new homes developments, 12.1bn minutes spent on the 
site across the year and 0.9m properties displayed as at December 31st. ARPA 
advanced to £1,088 across 2019.

FY20 then was an extraordinary year in the UK as COVID stopped the housing 
market almost entirely for three months in 2020. FY20 financials: £205.7m revenue, 
29% yoy revenue decline, operating profit £135.1m, a 66% margin. In terms of KPIs, 
RMV had 19,197 advertisers, of which 15,922 agency branches and 3,275 new 
homes developments, 15.9bn minutes spent on the site across the year and 1.0m 
properties displayed as at December 31st. ARPA decreased to £778 across 2020.

Also noteworthy is the RMV way of senior management succession. The 2006 IPO 
was navigated by CEO Ed Williams. COO/CFO Nick McKittrick was appointed in 
2009. Williams resigned in 2013 and McKittrick was appointed CEO, with Peter 
Brooks-Johnson appointed COO and Robyn Perris CFO.

In 2017, McKittrick resigned and Brooks-Johnson stepped into the CEO role. In 2021, 
after 12 years with RMV, Perris stepped down from the CFO role and Alison Dolan 
was appointed.

The continuity evident in the business makes much sense after plotting the orderly 
way RMV has executed senior management succession over many years.

Listed on the FTSE in 2006 at 335p

RMV has maintained an incredibly 
disciplined business focus on the 
UK property arena

In some ways, one might say RMV 
defies the laws of economics, yet 
the super normal margin profile 
has sustained

Whilst revenue growth has 
moderated with maturity and 
market leadership, shareholder 
return had grown

The resilience of the business 
model was evident through COVID

Senior management succession 
has been orderly… extremely 
orderly
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Figure 1: Revenue history (£m)

Source: Company data
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Navigating to adjusted EBITDA 
Adjusted EBITDA is the performance measure of choice for many of the online 
marketplace players but not RMV. There is no gross margin reported as the cost of 
sales is essentially zero and, in keeping with a less racy growth profile, RMV reports 
‘traditional’ EBITDA.

Below we navigate from revenue to EBITDA to note that share based payments et al 
are included in reported EBITDA.

Key takeaways from the above table are:

▪ There is relatively modest but resilient revenue growth.

▪ ARPA expansion shows how price continues to improve as the proposition to the
estate agent grows.

▪ Share based compensation is relatively modest.

▪ EBITDA margin is high and seemingly resilient.

▪ Excess cash was returned to shareholders via dividend and share buyback.

RMV, in keeping with a 
conservative view around KPIs, 
does not leverage an ‘adjusted’ 
EBITDA measure

Solid, reliable revenue growth 
profile, clearly FY20 impacted by 
COVID

What is impressive is the elevated 
EBITDA margin and its resilience 
across FY20

Figure 2: Revenue to net income (£m)

FY16A FY17A FY18A FY19A FY20A

Revenue   220.0      243.3      267.8      289.3      205.7 

Yoy 14.5% 10.6% 10.1% 8.0% -28.9%

Share based payments (4.1) (4.8) (4.3) (4.9) (2.1) 

Other staff costs (23.3) (23.5) (26.2) (29.2) (32.7) 

Other admin expenses (29.3) (34.8) (34.9) (37.9) (31.5) 

EBITDA   163.3      180.1      202.4      217.3      139.4 

Margin % 74.2% 74.0% 75.6% 75.1% 67.8%

Depreciation and amortisation (1.6) (1.8) (3.9) (3.6) (4.3) 

Operating profit   161.6      178.3      198.6      213.7      135.1 

Net finance costs (0.1) (0.1) (0.3) (0.2) (0.3) 

Profit before tax   161.5      178.2      198.3      213.6      134.8 

Tax expense (32.0) (34.1) (37.8) (40.5) (25.0) 

Net income   129.5      144.1      160.5      173.1      109.8 

Margin % 58.9% 59.2% 59.9% 59.8% 53.4%

Dividend (43.2) (49.6) (55.0) (59.9)    0.0 

Share buyback (88.1) (90.8) (113.5) (88.6) (30.1) 

Headcount       469   479   495   538   558 

ARPA (£)       842   922      1,005      1,088   778 

Source: Company data

Dividend and share buyback 
profile material too… slight pause 
for COVID

And then some return of form over 
FY20 into the COVID timeframe
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COVID — structural change or not
How the online marketplace players have been impacted by COVID seems 
something of a fundamental question — has consumer behaviour changed forever or 
will the COVID dynamic be something of a one-off?

Thinking about pre-pandemic metrics
We examine the impact of the COVID pandemic, exploring operational and equity 
performance together with meaningful shifts in valuation metrics from 2016 through 
2019. We compare RMV with the other two longer-standing companies in the UK 
online marketplace peer group, Autotrader (AUTO) and Moneysupermarket (MONY).

We summarise the operational performance of the three names below, tabulating 
revenue, EBITDA and net income across CY16A-CY19A.

All three demonstrate modest revenue growth profiles. RMV leads the way, +9.6%, 
but is relatively pedestrian perhaps, with MONY +7.1% and AUTO +6.3%. Beneath 
the hood, RMV is securing competitive leadership across a UK housing market that 
has been becalmed, MONY is offering a compelling consumer proposition but ceding 
market share and AUTO makes progress but in a market where politics and Brexit 
have dampened consumer confidence around big ticket purchases.

Contemplating profitability, much more separation is visible. 

Both AUTO and RMV show consistent margin expansion at both EBITDA and net 
income, with AUTO growing EBITDA margin and net income margin by 460bps and 
700bps respectively, and RMV by 90bps and 190bps respectively, albeit from a 
higher base.

MONY has a much lower absolute margin profile and lost 310bps EBITDA margin 
over the four years, though managed to expand net income margin by 120bps to 
24.4% in CY19, although that compares to 55.6% at AUTO and 60.8% at RMV.

Understanding how the UK online 
marketplace players fared ahead 
of the COVID pandemic

From a revenue perspective, 
growth is relatively modest

AUTO is the laggard

RMV solid, but a 16/19 CAGR at 
+10% leads the group

Figure 3: Pre-COVID revenue growth (£m)

CY16A CY17A CY18A CY19A 16/19 CAGR

AUTO 304.0 325.4 348.9 365.5 6.3%

Yoy 10.5% 7.1% 7.2% 4.8%

RMV 220.0 243.3 267.8 289.3 9.6%

Yoy 14.5% 10.6% 10.1% 8.0%

MONY 316.4 329.7 355.6 388.4 7.1%

Yoy 12.3% 4.2% 7.9% 9.2%

Source: Company data

Figure 4: Pre-COVID margin profile

EBITDA margin % Net income margin %

CY16A CY17A CY18A CY19A CY16A CY17A CY18A CY19A

AUTO 66.9% 69.3% 70.8% 71.7% 48.6% 51.3% 54.8% 55.6%

RMV 74.2% 74.0% 75.6% 75.1% 58.9% 59.2% 59.9% 60.8%

MONY 46.6% 44.1% 41.1% 41.5% 23.2% 23.7% 24.4% 24.4%

Source: Company data

Normal margin profiles evident at 
RMV and AUTO
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What do we make of RMV’s KPI screen pre-pandemic? 
RMV is the market leader in a mature market. The UK residential sector is not just a 
mature market but one that has, in many ways, dislocated since the referendum 
result around the Brexit decision.

Absolute customer numbers have declined by c.5% over the period, which may be a 
temporary dynamic as the housing market recovers post COVID but is certainly a 
dynamic of continuing interest given the recent consolidation in the sector — the 
Connells Countrywide transaction was particularly significant.

The ARPA trend is also instructive as pricing remains a key attribute of the RMV 
model. We see the positive annual trends of ARPA expansion very clearly, with FY20 
the exception and that was driven by RMV’s response to the closure of the housing 
market in April/May 2020.

If nothing else, FY20 also reminded us of how powerfully the RMV platform resonates 
with consumers. RMV’s positive response to estate agents is clear in the revenue 
and ARPA numbers. At the same time, the consumption of RMV’s content hit new 
records, with visits up c.30% to 2.1bn and time on site up similarly to almost 16bn 
minutes.

The market leader in a relatively 
mature market segment shapes 
RMV’s numbers

Figure 5: Revenue dashboard

 FY16A FY17A FY18A FY19A FY20A

Revenue            220.0         243.3         267.8         289.3         205.7 

yoy 14.5% 10.6% 10.1% 8.0% -28.9%

      

Agency 168.3 185.2 201.0 209.3 141.6

yoy 14.4% 10.0% 8.5% 4.1% -32.3%

New homes 33.9 39.5 46.2 55.5 40.7

yoy 11.2% 16.5% 16.9% 20.2% -26.7%

Other 17.8 18.6 20.6 24.6 23.4

yoy 22.2% 4.4% 11.1% 19.1% -4.7%

      

UK 214.5 236.7 261.0 282.0 202.5

yoy 14.1% 10.3% 10.3% 8.0% -28.2%

Rest of the world 5.5 6.6 6.8 7.3 3.2

yoy 35.5% 20.1% 3.6% 7.9% -55.7%

      

Agency branches          17,462      17,626      17,328      16,347      15,922 

New homes devs            2,659         2,801         3,126         3,462         3,275 

Total customers          20,121      20,427      20,454      19,809      19,197 

      

Traffic - visits (bn)                 1.4             1.5             1.6             1.6             2.1 

Traffic - time on site (bn mins)              11.7           11.7           12.3           12.1           15.9 

ARPA (£ per month)                842            922         1,005         1,088            778 

Source: Company data

Business driven by agency 
customers and RMV is really a UK 
business through and through

Since the Brexit vote, the housing 
market has been becalmed

The ARPA evolution shows the 
value of the ‘product’

An intriguing question is what 
drives RMV hardest? Value add to 
estate agents or the voracious 
consumer appetite for RMV 
content
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How did the RMV equity perform?
We show the price performance of the three UK online marketplace names below. 
Performances were varied, with RMV +54%, AUTO +34%, both outperforming a 
robust FTSE All-Share Index, +22%. MONY, by contrast, -10% over the period.

How did the market value RMV over this period?
We illustrate graphically how relevant valuation metrics have changed over the four-
year period, in this case focusing on EV/revenue and EV/EBITDA.

Figure 6: Price performance, CY16/19
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Equity performance top of this pile

Figure 7: One-year forward EV/revenue multiple trend (pre-COVID)

Source: FactSet
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Over the period, the above chart suggests the forward EV/revenue multiple has 
reflected the general sense of malaise in the UK housing market following the Brexit 
referendum and the political confusion that reigned as politicians sought to execute 
the democratic will of the UK people.

Somewhat variable, but over the four-year period, a representative multiple fell from 
c.18x to c.16x.

The EV/revenue multiple dynamic is broadly reflected in EV/EBITDA also. At the 
beginning of the period, a c.25x forward EBITDA multiple drifted off to c.21x by the 
end of 2019.

Rolling forward onto the pandemic and 2021 thus far
Reflecting on 2020, it seems that the pandemic began to take real hold in the UK 
towards the end of Q1 20, the final two weeks of March. Below we tabulate the 
operational metrics for our three longstanding online marketplace players.

Both revenue and EBITDA 
multiples compress over the 
period

Figure 8: One-year forward EV/EBITDA multiple trend (pre-COVID)

Source: FactSet

Revenues fall for all three 
marketplace models across CY20

Figure 9: Post-COVID revenue growth (£m)

 CY20A CY21E CY22E CY23E 20/23 CAGR

AUTO 289.3 361.6 418.6 447.8 15.7%

Yoy (20.8%) 25.0% 15.7% 7.0%  

RMV 205.7 301.8 327.3 352.1 19.6%

Yoy (28.9%) 46.7% 8.4% 7.6%  

MONY 344.9 385.5 424.0 450.4 9.3%

Yoy (11.2%) 11.8% 10.0% 6.2%  

Source: Company data, Davy estimates, FactSet
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For RMV, FY20 (ended December 31st 2020) was impacted materially by COVID. 
First by the ‘stop’ in the market during April and May 2020 and then by the supportive 
actions taken by RMV, the 7% discount from April to July and subsequently by the 
60% and 40% discounts in August and September respectively. Further key 
observations would be:

▪ FY20 revenue was £205.7m, -29% yoy, reflecting the COVID impacted market 
conditions but primarily the discount propositions offered to agency customers 
from April through September.

▪ FY20 net income at £109.8m, a 53% margin, again reflective of the combination 
of market and RMV response over 2020.

▪ Similar dynamics observed in the FY20 ARPA, £778, though the December 2020 
ARPA of £1,103 compares better against December 2019 of £1,083.

▪ Operationally, contemplating product and value proposition, the Optimiser 2020 
package closed the year with 9% of the installed agency base using it versus just 
1% at December 2019.

▪ Equally relevant for the go forward view of the equity is the early stage progress 
made around rentals and the development of a digital journey.

FY20 was, in many ways, a 
challenging year, but the merits of 
the business model remain 
obvious

To a large extent, CY20 was the 
low water mark for EBITDA 
margin, with the UK corporation 
tax rate depressing net income 
margins ahead

Figure 10: Post-COVID margin profile

 EBITDA margin % Net income margin %

 CY20A CY21E CY22E CY23E CY20A CY21E CY22E CY23E

AUTO 66.4% 70.6% 73.0% 74.1% 50.9% 55.4% 57.6% 55.2%

RMV 67.8% 75.3% 75.6% 76.0% 58.9% 59.8% 52.7% 53.9%

MONY 35.2% 30.9% 32.7% 34.2% 20.1% 19.9% 21.8% 22.9%

Source: Company data, Davy estimates, FactSet
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And how did the equity fare?
In what has been a curious couple of years, RMV has been solid, up +10%, ahead of 
the marketplace peers and ahead of the FTSE All-Share. 

It was a solid 2020 for RMV, +3% over the year, with a robust second half as the UK 
housing market roared back into life following lockdown. This trend continued in 2021 
with the equity up 7% year-to-date (YTD), again with the backdrop of a relatively 
benign UK housing market.

How did the market value RMV over this more recent period?
We again illustrate how relevant valuation metrics have changed over the last 18 
months or so.

Figure 11: Share price performance, CY20/21 year-to-date
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Equity price performance still top 
of the pile… a more modest pile

One can see a reversion to the 
norm, in both revenue and EBITDA 
multiples…

Figure 12: One-year forward EV/revenue multiple trend

Source: FactSet
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Clearly 2020 was an odd year, with multiples impacted by the one-off hit to revenue. 
2021 broadly demonstrates a return to the 18x pre-pandemic revenue multiple.

Similarly for EBITDA, 2021 saw a return to the 25x forward EBITDA multiple 
dynamic.

Figure 13: One-year forward EV/EBITDA multiple trend

Source: FactSet

We can see a broad reversion to 
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Staying relevant… ARPA growth
RMV hasn’t just sat around collecting its 70/75% EBITDA margin, it has constantly 
evolved, seeking to add value to estate agents, providing new products consistently 
over time. The additional spend contributed to the c.10% compound annual growth in 
ARPA from 2012 to 2021.

Key takeaways:

▪ RMV profits by helping agents to stand out.

▪ Using its almost monopolistic position, RMV forces annual price rises on agents.

▪ Rightmove.co.uk has several add-on products to increase leads and instructions, 
accessible via the Enhanced and Optimiser 2020 packages.

▪ Estate agents succeed by generating leads rather than maximizing prices.

▪ Products to catch sellers when they are buying or when they first look to sell.

▪ The tech team is close to commercial teams, ensuring useful product 
development.

UK estate agents tend to make 1% commission. An extra £10,000 on a property only 
equates to £100 of fees. As such, they aren’t incentivised to increase offer values but 
to make as many sales as possible. Therefore, RMV focuses on lead generation, with 
several features in the ‘buy’ section on rightmove.co.uk that we explore below.

Thus, RMV has focused innovation on areas where estate agents can drive towards 
their fundamental business goals:

▪ Show off past sales – “trust us with your sale, we have done similar before”.

▪ Highlight current properties – “we are currently selling something like yours”.

In some ways, the ARPA evolution 
speaks volumes, value 
proposition, pricing power and 
innovation…

… OK, I use the innovation word in 
the context of estate agents, an 
addressable market, consisting 
mainly of true, technology 
dinosaurs…

Figure 14: ARPA growth (£ per month)

Source: Company data

In some ways, that makes it harder 
for RMV. A technology-centric 
proposition has to be super, super 
compelling for estate agents to 
bite

The reality of the estate agent 
business model, the competitive 
landscape et al… what motivates 
estate agents are leads turning 
into sale opportunities…
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The recently sold banner appears at the bottom of each page of search results. It 
shows a local agent, regardless of where you are looking to buy. If someone is 
buying, there is a good chance they are selling too and this gets the agent to the front 
of the queue for the sale.

The lead location tool allows agents to see where local buyers are looking to move 
to. This allows them to:

▪ See the proportion of the market they have contact with (1% in the Figure 
above).

▪ Adjust marketing mix to win leads from people leaving the area.

▪ Make decisions on where to open new branches to maximise their network.

As such, the estate agents can then elevate their business planning.

Figure 15: Recently sold banner

Source: rightmove.co.uk

This beguilingly simple 
proposition shows consumers 
which agents are ‘selling’

And emphasises again… that 
curious dynamic… traffic is super 
valuable

Figure 16: Lead location tool

Source: RMV

This somewhat more 
sophisticated tool monetises the 
‘eyeball’ data
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Opportunity manager is only available to Optimiser 2020 customers. Its real time 
algorithm spots buyers that are most likely to turn into potential home sellers in the 
agent’s area, scored in a colour code of likelihood. 

This correctly identified one-third of the properties that came to market in H121, 30 
days before they came to market, meaning that estate agents have a month’s head-
start to win an instruction.

Featured properties appear first in search results, similar to ‘ad results’ on a Google 
search. These tend to show off the best properties, partially to heighten interest and 
drive-up sales prices but mostly to show prospective sellers that this agent is a 
premium seller for a property like theirs and can therefore be trusted to make the 
sale.

Showing the best properties off does two key things, amongst many:

▪ Shows sellers of the best properties that this agent is to be trusted.

▪ Shows sellers of any other property that this agent is good enough to sell the 
best, so is also good enough to sell theirs.

Figure 17: Opportunity manager

Source: RMV

Part of the Optimiser 2020 offer, 
Opportunity manager is lead 
generation and plays very well in 
terms of gaining competitive 
advantage

Figure 18: Featured property

Source: rightmove.co.uk

A prime placement feature set 
here, elevating listings in the 
search page
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Similar to a featured property, but premium listings don’t sit at the top of search 
results, instead following the sorting criteria (e.g. by price) and jumping out thanks to 
the green background – eye catching versus the standard grey.

RMV tracks views for featured and premium listings versus before they were featured 
and versus other similar properties. This has several advantages:

▪ Proof that paying the premium increases views, increasing agent spend.

▪ An agent can work with RMV to maximize benefits of using the add-on.

▪ An agent can show a seller the data in argument to lower asking price – even 
with heightened interest from a premium listing still not getting offers in.

When requesting a viewing or more details, a prospective buyer must fill a form that 
has two objectives – collect the required contact details and identify a potential lead. 
If the agent is aware of this when calling about the viewing, they are in a great 
position to make the case for their sales team.

Figure 19: Premium listing

Source: rightmove.co.uk

Another prime placement 
advertising tool... not quite so 
bling but elevates a listing from 
the crowd

Figure 20: Viewing request form

Source: rightmove.co.uk

In some ways, these are simple 
features, but they drive the 
listings, traffic, monetisation 
mantra that sits at the centre of 
any successful residential 
property portal
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Training for agents
RMV offers a hub filled with industry news, webinars on legislation, essentials and 
leadership, insights and instructions into RMV’s tools and two on-demand modular 
training courses. 

▪ It provides industry specific GDPR training, delivered by a residential property 
rights and agency lawyer. The course is delivered in two levels: a foundation for 
every member of staff at an agency and advanced for owners, directors and 
managers.

▪ How to win more instructions. Josh Phegan, internationally renowned speaker, 
trainer and coach for estate agents, talks agents through questioning, objection 
handling, closing and generating additional revenue.

Tools for developers
Developers can use the new homes coming soon tool to see competing properties, 
supply and demand dynamics by price band and property type, and where demand is 
coming from to efficiently market.

Integrated mechanism for new homes to easily cross and up-sell properties on a 
development. 

Build to rent – a new listing enabling developers to be found more easily by tenants.

Free property valuation
The above features are aimed to catch leads at the point someone is searching for 
their next property. RMV’s free valuation offering catches sellers who want to assess 
their position before starting their search.

Sellers enter their postcode and are presented with five local agents offering to value 
their property for free. It is a small step from being told how much your property is 
worth to asking the agent to sell it, so this is a key step for lead generation.

The exclusivity of five agents helps RMV increase the price of the feature, whilst also 
making the fee more worthwhile to the agents.

Future products
RMV has a three-year strategy document but is adaptive to any new technology. 
Each product has a 12-month roadmap to plan out improvements and execution.

The tech teams are in constant contact with the commercial teams, ensuring all time 
and money is spent efficiently developing products and improvements that agents 
actually want.

Compliance is an area that RMV sees potential for growth. Freeing up agents’ time 
and ensuring paperwork is correct, avoiding poor housekeeping to keep agents’ 
reputations intact.

If RMV can maintain the 
perception of a valued business 
partner, that is helpful

Property developers, that is, estate 
agents and technology, don’t 
generally mix

Valuation tools are probably one 
area that could benefit from a little 
data and technology
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How compelling is this all?
In short, to describe RMV as dominant probably underplays its competitive position 
and, frankly, no one else really comes close.

The ARPA chart kind of says it all, but Google Trends helps too.

RMV is a clear favourite with 4x the search volume of Zoopla. On The Market is not 
currently a threat, with <5% the searches of RMV. The pandemic has triggered 
increased interest for both RMV and Zoopla. Zoopla enjoyed +29% growth on 2019 
searches, better than RMV’s 27%, with no net change to relative search volume, 
RMV remains at 80% of combined RMV/Zoopla searches.

And for completeness, the Google 
view on search, RMV is a very 
dominant market leader

Figure 21: Property portal relative search

Source: Google Trends, maximum in series indexed to 100
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Fighting for a slice of the pie
▪ Some agents are unhappy about the value RMV provides – price increases and 

outdated product.

▪ It is still the dominant portal with 4x the Google searches versus nearest rival 
Zoopla. Estate agents pick RMV over the competition despite the issues.

▪ Challenger portals offer better product but a low number of customers.

▪ We see RMV as the long-term winner, but it may have to improve product.

Every economics lesson tells us that RMV’s high margins will be reduced via 
competition. Stories of estate agents’ disdain for the annual price hikes add weight to 
the idea competitors will emerge; however, RMV remains the top dog, with 4x the 
Google search volume of nearest rival Zoopla.

The compounding nature of the network effect is somewhat contradictory to normal 
economic theory. The site with the most consumers will attract the most agents, while 
the site with the most agents attracts more consumers.

So perhaps there is only room for a single, dominant portal. This still poses the 
question, will it be RMV?

RMV enjoys an almost monopolistic position, so it is able to increase prices each 
year. Whilst it adds lots of value for agents, it could be argued that some of the 
challenger sites offer agents more for their money.

Some agents have grouped together under the banner ‘Say no to Rightmove’, with 
demands for cheaper prices and more concessions during the early pandemic. Their 
demands should be taken with a slight pinch of salt when assessing RMV’s future —
RMV’s fees aren’t too expensive, monthly ARPA at £1,163 is less than the £600 per 
week agents used to pay for two newspaper adverts.

Zoopla gained backing from the biggest agents early in its life, and OTM was founded 
and majority owned by estate agents, both with the aim to get more utility from their 
property portal. 

Boomin is another notable, but a small challenger with a customer focus – it now has 
the backing of ‘Say no to Rightmove’. It provides a more engaging and interesting 
experience, with more data and insight than RMV, which could be considered “old 
hat” versus some of the smaller platforms.

The issue faced by all of the challengers is that RMV is king. The compounding 
network effect keeps it top. If RMV found a rival had such better features that 
customers and agents left, it could use its size and money to copy. Then, as it is still 
the place with the most consumers and agents, it maintains its position.

Estate agents told us that RMV is the most useful portal due to the number of 
customers. A local market leader can value a home, but a generalist benefits from 
RMV’s tools.

Whilst some agents are currently unhappy with the value provided by RMV, they 
don’t necessarily need RMV to fail to get what they want. If RMV is forced to improve 
due to OTM, Boomin or anyone else, the agents win. They get a portal where all 
consumers will see their houses, but now with new tools.

The cheesed off dynamic shows 
up across all online marketplaces. 
When Just Eat dominated the UK it 
was very clear. When MONY, way 
back, did likewise, it was equally 
visible. It is no surprise then that a 
‘Say no to Rightmove’ feeling 
persists

There is pricing power, but also a 
reality that the proposition must 
evolve and incrementally add 
value… and indeed the lettings 
opportunity looks enticing

Dominant online marketplaces are 
difficult to displace and expensive 
to challenge… one needs a white 
space. The challenge there is that 
estate agents don’t really do white 
space
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How cyclical is RMV? 
There are so many ways to characterize the UK housing cycle. Mortgage approvals 

are always interesting, not least because they are something of a forward-looking 

indicator. 

Mortgage approvals are one of the better indicators for the health of the UK housing 

market. The chart shows the clear structural change post the 2008 credit crisis from 

which the market has struggled to recover. The political landscape from the Scottish 

referendum in 2014 followed by the protracted Brexit malaise has stalled any material 

return to 20th century norms. COVID had a dramatic impact — approvals all but 

stopped in April/May 2020 before a lockdown release surge was further catalysed by 

the stamp duty shenanigans. The health of the UK residential sector was a singular 

positive the government could hang onto. 

Omitting the discounts awarded to agents in 2020, RMV revenues increase 

regardless of what the housing market is doing. 

Figure 22: RMV revenue and EBITDA growth versus mortgage approvals 

Source: Company data, Bank of England. Figures in circles are EBITDA margin 

Looks like RMV is somewhat 
immune to housing market ups 
and downs 

Figure 23: RMV share price versus mortgage approvals 

Source: FactSet, Bank of England 
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Despite revenues being independent to cyclicality, share price is clearly influenced by 
the housing market. The 2008 crash had 79% fewer mortgage approvals, whilst RMV 
was down 73%. 

Not all movements in the mortgage rates correlate with share price movements. 
There was little to no impact from the January 2010 or August 2016 falls.

RMV revenue growth is also not affected by average house prices, with a smaller 
2008 impact and faster growth during 2011-2019 than house prices.

RMV has outperformed house prices, though share price movements are far more 
volatile than house prices, with RMV experiencing a larger price decline, 73%, than 
housing. It fell 18% in 2008 and had sporadic movements from 2013 onwards versus 
a relatively steady rise in house prices. 

House prices don’t really matter 
either

Figure 24: RMV revenue and EBITDA growth versus UK average house price

Source: Company data, Land Registry. Figures in circles are EBITDA margin

Figure 25: RMV share price versus UK average house price

Source: FactSet, Land Registry
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Looking at the bigger picture, UK GDP has been outpaced by RMV revenue growth 
every year except 2009 as the housing market declined following the financial crash, 
yielding -10% and -1% revenue and GDP growth respectively. In 2020, revenues 
were down 29% versus -3% GDP growth.

This suggests that RMV is not immune to cyclicality. Small movements in GDP are 
absorbed by estate agents, but periods of great decline affect RMV’s ability to grow 
revenues.

RMV’s share price experienced greater growth than GDP since IPO.

There is some feeling of cyclicality, with -60% yoy share price movement in 2008, but 
other quarters with negative share price movements did not correlate to GDP 
movements. The start of the pandemic brought a 23% decline to the share price, but 
there was only a 14% decline to GDP.

Figure 26: RMV revenue versus nominal GDP growth

Source: ONS, Company data

Some revenue impact attributed to 
cyclicality but not much

Figure 27: RMV share price versus nominal GDP growth

Source: ONS, FactSet

And the share price brushed that 
off
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Getting into the weeds, 2021 trading
▪ RMV utilises the network effect to maintain its market leading position.

▪ Additional products are designed to help estate agents win instructions and save
time/costs.

▪ ARPA recovery is mostly due to discounts in prior periods.

▪ Four-firm concentration is 16%, so agents have limited bargaining power.

Rightmove.co.uk is the UK’s leading property portal with c.90% market share. The 
pandemic inspired a house moving boom, triggered by the stamp duty holiday and 
the ‘race for space’, which led to more transactions being completed in H121 than 
any six-month period since before 2006, bringing c.60% more traffic to the site versus 
2019 trading.

March 3rd 2021, the day of the Budget extending the stamp duty holiday until June 
30th, was rightmove.co.uk’s busiest ever day, with 70m minutes spent on the site.

RMV benefits from three reinforcing segments:

▪ The place home hunters go first and engage with the most – attracting agents.

▪ It has the most agents and therefore listings – attracting home hunters.

▪ Making home buying more digital creates new revenue streams for RMV.

Listings, traffic, monetisation – how RMV makes money
Rightmove.co.uk is the UK’s biggest property portal, using the network effect to 
attract both listings and consumers. As a greater proportion of listings are added, 
more of the consumer base uses the site, which then causes more listings to be 
posted on the site.

RMV has four main ways to generate revenue from estate agents:

▪ Enhance efficiency, save time, reduce operational costs.

▪ Grow market share, win more instructions, win competitively.

▪ Enhancing the advertising profile — being the largest portal equates to delivering
the most efficient marketing. Estate agents tell us they get materially more
referrals through RMV than anywhere else.

▪ Inform business planning, open up new revenue streams, identify new branch
locations or new propositions.

70/75% of revenue is generated from selling packages and products to estate 
agents. Membership numbers fluctuate between 16-18,000. There are three key 
levels:

▪ Basic — access to post listings on the website.

▪ Enhanced — access to some premium features and a larger number of listing
slots.

▪ Optimiser 2020 — access to the most advanced products. This is the focus of
the sales team with 800 upgrades in H121.

Estate agency revenue from both sales and rentals, via Van Mildert (VM) referencing 
and insurance products.

RMV is the dominant property 
portal

One side of the addressable 
market, the estate agent 
landscape, is profoundly 
fragmented

The other side, the consumer, has 
apparently an insatiable appetite 
for RMV’s content

Listings, traffic, monetisation — 
RMV is very well placed

Well established revenue model, 
slowly diversifying
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There are several levels between these, with a sliding scale of listing slots and 
available products. 39% of agents subscribe to the Enhanced and Optimiser 2020 
packages.

New homes make up 15/20% of revenue, consisting of advertising services for new 
home developers and housing associations.

The remaining 5/10% is ‘other’, made up of overseas, commercial property and non-
property advertising. Each sub-segment is non-material at present.

What estate agents want

As estate agency revenues make up the bulk of the model, this is where we focus.

Estate agents make money by winning instructions, making the sale and keeping 
costs down. RMV sells products to help with each of these. The majority are aimed 
towards winning more business, with new products in development to save agents 
time/money.

Leads are won by being the first agent a prospective seller sees, convincing the 
seller to use that agent for a valuation, or identifying potentials for agents to 
approach.

2021 ARPA progression

We use our own ARPA calculation, as RMV only provides agency and new homes for 
the last the years. Numbers differ to RMV as we use half/annual numbers versus 
their monthly data.

RMV pushed a steady price rise of 8/9% onto agents in the years before COVID. The 
decrease in FY20 was triggered by a 75% discount for four months followed by 
months at 60% and 40% discount, offset by 5% fee increases/increased spend on 
upgraded packages.

Other than return to full prices, there was a negligible increase to agency ARPA for 
H121.

ARPA increased annually for new home developers by 8% pre-pandemic. RMV 
yielded a 75% discount for four months in 2020. This was compounded by 
developers having fewer properties to sell given construction delays and caused a 
28% decrease for FY20. Few finished properties offset by full prices for H121 caused 
the 5% decrease versus FY19.

The trend in total ARPA follows the above with a change in product mix for FY20, 
with the additional discounts for agents.

Perhaps stating the obvious, RMV 
wins by delivering value to the 
estate agency customer

It is not all about leads, but 
almost…

ARPA, ARPA, ARPA
Figure 28: ARPA split out

Year FY17 FY18 FY19 FY20 H121

Agency       880    959       1,036    732       1,142 

New homes   1,205       1,298       1,404       1,006       1,332 

Total   1,000       1,092       1,198    879       1,304 

Source: Davy calculations, company data

It does not look likely that any 
single estate agent gets anywhere 
close to any form of purchasing 
power
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2021 agency gains and retention

H121 had a record retention rate for RMV, bringing the number of agency branches 
to 16,052, an increase of 130 versus FY20 and 277 versus H120.

This was still behind pre-pandemic levels, around 17,000, as new agent formation 
has been limited. It is hard to win instructions versus established agents, plus there 
are few houses not being sold by the first agent. This often opens the door for new 
agents.

Despite this, most additions come from new, independent, single-branch agents, 
replacing the c.3% of RMV’s customers that closed or mothballed throughout FY20, 
largely made up of single, low-stock branches.

The number of new home developers (3,064) has continued to fall, down 211 versus 
FY20 and 319 versus H120. The number of these peaked pre-pandemic at 3,462 for 
FY19. The sustained decrease is due to restricted development during lockdowns, 
reducing the number of new homes and developments selling out, eliminating the 
need for RMV’s services.

Operational highlights

Operating expenses were up 5% versus H120. We expect this to increase per head 
in H221 due to late recruitment in the fiscal half.

There has been increased recruitment for product development and sales teams, 
partially due to disruptions to FY20 recruitment and partially due to continued 
investment in product and website innovation. Once RMV has caught up on 
recruitment, we expect to see approximately one-third of headcount in product 
development and one-third in sales — it almost feels like a technology business!

The VM acquisition included £4m contingent consideration, payable if its cumulative 
revenue in 2020 and 2021 exceeded £12m. At H121, this appears unlikely, crediting 
operating costs by £2.4m (fair value of the £4m). This will not affect the 
management’s attitude as they weren’t impacted, only the past owners.

In some ways, the agent universe 
is sort of fixed it seems — RMV 
will need to explore adjacencies

But, more and more, RMV looks 
like a technology/software 
business, building product to 
drive subscription revenues
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Impact on the share price

Like all stocks, RMV’s share price collapsed, down 42%, as the pandemic unfolded 
and it yielded 75% discounts to agents. Initial recovery, in line with the market, was 
accelerated by the reopening of the housing market in May 2020. 

RMV’s price fell 8% after it announced that it would cut salaries and its expectation of 
the initial surge to the housing market would slump, with social distancing making 
viewings difficult.

The announcement of the stamp duty holiday brought small gains, compounded with 
the appointment of Alison Dolan as CFO, and the better-than-expected revenue in 
H120 results yielded a 15% gain.

The general upward trend in the share price across heighted stamp duty holiday 
trading was shocked by annual results indicating lower margins, with EBITDA down 7 
percentage points to 68%, bringing the share price down 6%.

The extension to the stamp duty holiday restarted the upward trend, peaking at the 
H121 results, with the highest EBITDA margin to date, 78%. There was a step down 
in price following the end of the stamp duty window, potentially due to the lack of any 
further extensions.

Impact of Connells’ acquisition of Countrywide
Connells completed its acquisition of Countrywide in March 2021, bringing together 
the two largest UK estate agents. This did little to change its bargaining power versus 
RMV’s almost monopolistic position.

Figure 29: Share price performance, CY21 year-to-date
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The lockdown shocked the 
housing market and the RMV 
share price

But it quickly became a political 
imperative to keep the market 
open, and the latter third of 2021 
was something of a boom
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The four-firm concentration ratio for agents is c.16%. Whilst Connells, LSL Property 
Services (LSL), Leaders Romans Group (LRG) and Purplebricks Group (PURP) are 
mammoths versus the average estate agent, this is a very competitive industry and 
even these businesses struggle. Also, one reflection of the challenging competitive 
landscape was the combination of the two biggest players, Connells and 
Countrywide, driven by a traditional ‘consolidation’ focus to remove operational costs 
and enhance profitability.  

RMV is notoriously stubborn in fee negotiations. When PURP was the largest agent, 
it couldn’t get the same deal Countrywide already had. As such, it’s unlikely it will 
yield any concessions to the combined agent.

There is even a potential upside. Countrywide has been particularly slow to use 
technology. Connells could influence these branches to integrate more tech, upping 
its RMV spend.

And whilst one may worry about 
the Connells/Countrywide 
consolidation…

RMV’s addressable customer 
remains largely small business 
like… and the big national chains 
struggle to capture more than 20% 
of the market
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Balance sheet and cashflows
RMV entered the pandemic with a strong balance sheet. During the height of the 
pandemic in June 2020, all liabilities (£40.6m) were covered by £50.3m cash 
holdings. 

Cash flow was preserved by cancelling the planned dividend and share buybacks, 
placing staff on furlough and a 20% cut to leadership salaries. While it confirmed that 
the company was eligible to access the government’s Covid Corporate Financing 
Facility and extend the group’s £10m revolving credit facility (RCF), neither of these 
were utilised.

FY20 operating cashflows were down 48% versus FY19, due to discounts provided 
to aid estate agents whilst the housing market was closed and subsequently 
recovering. The rebound was evident in H121 as a stamp duty holiday powered 
housing market took off.

The return to normality facilitated the resumption of shareholder return via dividends 
and share buybacks, with a combined £128m returned to shareholders in H121. 
Furlough funds were repaid in September 2020 and the RCF was cancelled in April 
2021.

Dividends and share buybacks historically make up over 50% of sales, falling to 
c.15% for FY20, made up for in H121 with 86% of revenue paid out to shareholders.

RMV capitalises 0.6% (four-year average) of operating expenses in line with AUTO at 
0.3% but lower than MONY 7.6%.

The 80% four-year average cash conversion (operating cashflow/EBITDA) is in line 
with AUTO 79% and MONY 81%.

The step-change in goodwill in FY19 is due to the acquisition of VM.

Advances and deferred income illustrate why RMV is resilient against short-term 
fluctuations in the housing market. Instead of being tied to transactions like an estate 
agent, RMV sells subscriptions, which remain payable during any down or upturn.

As one would expect, RMV shows 
a very solid balance sheet

Figure 30: Cashflows (£m)

FY17A FY18A FY19A FY20A H121A

EBITDA   180.1      202.4      217.3      139.4      117.1 

Opening cash     13.7        20.9        15.8        32.1        96.7 

Operating cashflow   150.5      167.4      184.2        96.3      101.3 

Investing cashflow (2.1) (1.6) (16.1)    0.8 (0.4)

Financing cashflow (141.2) (170.9) (151.8) (32.5) (129.9)

Closing cash     20.9        15.8        32.1        96.7        67.7 

Free cashflow   176.6      194.4      200.1      135.9      119.2 

Source: Company data

FY20 very clearly impacted by 
COVID though

Nothing else to report really

Figure 31: Balance sheet items of note (£m)

Dec-17 Dec-18 Dec-19 Dec-20 Jun-21

Goodwill 2.5 2.5 16.5 16.5 16.5

Contract assets 0.0 0.4 0.4 0.3 0.2

Contract liabilities 0.0 2.1 2.1 1.6 1.8

Source: Company data
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Moving into the lettings opportunity
RMV is beginning to increasingly address the lettings opportunity. It is early days still, 
but there is clear progress.

▪ Step 1 – Tenant Passport – reducing admin burden for rentals agents.

▪ Step 2 – Referencing and add on services – a potential £30m+ profit for RMV.

Historically, RMV focused on residential sales rather than the under-served lettings 
opportunity.

Estate agents do not make much commission from lettings, with the upside from 
more lucrative property management contracts. As such, there is demand to 
decrease the time and money spent securing rentals.

The faster an agent can secure a rental and complete all paperwork, the faster a 
landlord has peace of mind they won’t have an empty property. Happy landlords 
equal more properties under management.

After launching an experimental rentals app in 2017, RMV launched Tenant Passport 
in 2018. This is a digital tool in which tenants enter information required to rent a 
home, reducing the administrative burden and wasted time for rentals agents.

The acquisition of the digitally focused VM in 2019 brings greater value to agents, 
removing the strain of tenant referencing and organising rent guarantee insurance.

These are otherwise done using a third party, e.g. Vouch. Estate agents will collect 
information and often need to chase both sides. RMV is providing a one stop shop for 
rental services which adds value for agents and drives ARPA growth.

The lettings offering is now fully integrated, offering agents one-click order and 
tracking of references online, using automated compliance features and offering 
insurance products. The site is divided in two, with one side for agents and the other 
for tenants. Tenants are sent a link/code to login and enter their details with minimal 
agent input.

RMV takes its time making 
strategic decisions, but the move 
into rentals is very clear now

The 2019 VM acquisition adds to 
the lettings offer

Figure 32: Rental services webpage

Source: rightmove.co.uk
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Currently, RMV makes c.£4 additional profit per reference from other services – 
landlord and contents insurance, and TV and broadband. RMV forecasts this to 
double as more services are added. Added scale equals better margins. RMV does 
not expect material increases to VM headcount, with the digital nature allowing for 
scale without further costs.

RMV only references 7% of the market at present — it will need to gain greater 
market share to make material profits. There is little differentiation in referencing, so 
an integrated and simplified approach can become best-in-class.

Valuing the rentals proposition
Whenever RMV completes a reference, it knows where and when a tenant will move. 
This gives it the opportunity to sell additional services – insurance, TV and 
broadband etc. We value each across the lettings market.

There is limited disclosure around rentals. RMV gives some profit detail for additional 
services but nothing for referencing and no revenue detail. Instead, we look to VM, 
the referencing company RMV acquired in 2019. Given RMV believes all operating 
costs for rentals are already being felt, VM’s gross profit per reference is the best 
estimate for incremental profit for an additional reference.

For VM’s gross profit, we use FY19 accounts, the last pre-RMV accounts. VM had 
gross profit per reference of £17. This includes referencing and insurance sales. 
RMV told us at the Q221 earnings call that insurance sales add £3 profit. It is unclear 
if VM offered landlord and contents insurance, so we prudently remove the entire £3.

£14 profit represents a very high margin, with detailed references costing £15-90. VM 
designed a digital product that can be scaled with minimal additional spend. £14 
profit per reference, adding RMV’s Q221 guidance of £8 additional profit per 
reference gives us £22 per reference, including insurance, TV and broadband, and 
other services. This feels high, but referencing is known as a very profitable 
business, with margins protected by the need for a trusted brand.

£22 applied across the c.1.5m lettings transactions per year provides a £33m 
possibility, representing 15% of consensus FY21 EBITDA — a material opportunity.

With no rentals revenue 
disclosure, we make assumptions 
to estimate EBITDA contribution

Add RMV’s estimated £8 additional 
profit per reference for other 
services (insurance, internet, TV 
etc), gives potential £22 gross 
profit

Apply £22 to entire lettings market, 
gives £33m opportunity — pretty 
material

Figure 33: Valuing the rental opportunity

Revenue (£) 3,951,335

Cost of sales (£) (548,889)

Gross profit (£) 3,402,446

No. references 196,966

Gross profit per reference (£) 17.3

RMV profit per insurance sale (£) 3.0

Referencing gross profit contribution (£) 14.3

Additional services contribution (£) 8.0

Total profit per reference (£) 22.3

Annual UK lettings transactions (m) 1.5

Size of lettings opportunity (£m) 33.4

Source: 20Ci, company data

VM reported £3.4m gross profit in 
FY19. No incremental OPEX at 
RMV, so this is our EBITDA

VM’s gross profit per reference is 
£17. We strip out £3 for insurance, 
£14 for referencing alone
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Virtual viewings, the next big thing
RMV, estate agents and the UK property market
In simple terms, RMV makes money by optimizing for ARPA. RMV drives ARPA by 
consistently adding to the value proposition for agents and leveraging the virtuous 
circle of listings, traffic and monetization.

Thus, if RMV can help agents generate more listings cost effectively and facilitate the 
timely completion of the transactional process, the business will continue to win.

For the estate agency sector, it has been a tough decade. The housing market has 
been somewhat in the doldrums, with price pressure emanating from a number of 
generally ineffective new entrants, PURP making a ripple, but sooner than perhaps 
was expected and then falling apart as a disruptive business model. Ultimately, the 
sector was characterised by large scale consolidation, the Connells/Countrywide 
merger, combining the no.1 and no.2 players. The objective being more scale, better 
operational efficiency, better profitability.

Can the dinosaurs adapt or will they become extinct?
Estate agents have always struggled with technology for lots of reasons, but physical 
viewing seems still to be a core competence and indeed a significant operational cost 
for estate agents. Vieweet estimates that, in total, time spent showing homes costs 
c.£1bn per year, or c.12.5% of revenues. On average, a house sale requires more 
than 20 viewings before a sale is made, and rentals more than five. 

Is there a better way? We think the next big step is virtual viewings, which can cut the 
required number of viewings by 90%. It would eliminate properties for prospective 
buyers to arrive at a more concise shortlist for physical viewing.

Rentals are low margin for estate agents, used more to win lucrative property 
management work. Cost and time savings are particularly important here, as is the 
need to reduce “empty” time between contracts, remedied by virtual only viewings.

Three key approaches to virtual viewings
Virtual tours are the replacement or supplement to traditional photos and floorplans 
that fill a listing on RMV.

We don't think these will replace physical viewings as a customer will always want to 
see what’s likely to be the biggest purchase they will ever make. Instead, RMV would 
show properties virtually before taking them physically. The story may be different for 
buy-to-let investors, who are less picky given that they won't be living there.

▪ Interactive virtual tour. An environment similar to Google Street View, where
instead of clicking arrows up and down a road, arrows take you into the next
room, where you have a 360 panoramic view.

▪ Virtual floorplan/doll's house. Like playing The Sims, a virtual staging
environment where the traditional 2D floorplan is brought to life in 3D with
windows, doors and furnishings.

▪ Video tours. More self-explanatory, so we will not dig into detail. Here, an agent,
home-owner or professional videographer films a walkthrough in the house.

For RMV, the value proposition for 
estate agents is more leads, 
leading to more listings…

The estate agent, much maligned 
in a tough decade, a becalmed UK 
property market, sustained price 
pressure = consolidation

COVID made a robust case for 
virtual viewings

The operational savings and the 
enhanced customer experience 
are compelling… but maybe not be 
compelling enough for the 
dinosaurs

It’ll take a little time, but the 
dinosaurs will move… eventually
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All three of these can be sent to the prospective buyer to explore in their own time, or 
an agent could guide them through it using Zoom or a viewing platform such as 
Smart Viewings.

Incremental benefits of adoption for estate agents

▪ Listings with virtual viewings have a 19% better conversion rate for a sale and
9% for a rental, whilst generating 5.6% higher sales price versus listings without.

▪ Fewer viewings equal savings on agents’ time and money.

▪ Less driving between viewings equals lower emissions.

▪ Builds confidence as professional photos can hide problems whereas virtual
viewings show all details — there is nowhere to hide. Buyers with information are
more committed.

▪ Weeds out timewasters and agents can spend their time and effort converting
committed buyers.

▪ Provides buyers with time to look around without an agent or owner stood over
their shoulder.

▪ Expands the reach of a property to those living outside the area or abroad. They
can then buy remotely or only physically view properties they might actually offer
on.

▪ Now accepted by the Tenancy Deposit Scheme. Renters are tied into the
contract if they offer after a virtual viewing. Renters more likely to offer off a
virtual viewing due to shorter lock in.

▪ Footage could be reused every rental cycle, so the only cost is the agent’s time
for virtual viewings.

▪ Use in property management saves the need for several people to travel to
decide if a bathroom needs decorating, instead sending a single photographer.

And some drawbacks

▪ Nowhere to hide for properties with problems. Without professionally staged
photos, areas of damp or cramped rooms are exposed.

▪ Sales take six days longer and rentals three days versus listings without a virtual
offering, perhaps due to the added time of scheduling and hosting virtual
viewings before meeting at the property.

▪ Potentially lower lead generation due to fears of the added scrutiny from buyers.

It is becoming more affordable
They are already commonplace in the US, where realtors take 5-6% commission and 
Matterport offer state-of-the-art software for use with the best 3D cameras. Chunky 
margins paying for the best tools to differentiate. 

The story in the UK is different, 1% commissions on fewer and cheaper properties 
means tighter budgets and fewer thrills.

Thanks to cheaper 3D cameras (some as low as £280) and potential for the use of 
smartphones, virtual viewings are now more accessible for the UK estate agent. 

The pandemic has increased agents’ use of technology, otherwise slow on uptake. 
Many were doing house viewings via Zoom, recording videos or even using virtual 
viewing software.

Better conversion

Better price

Better profit margin

Better customer experience

Better for the environment

There are some drawbacks, but 
teething problems in the main

It is the future…

… and much of it will play out on 
the RMV platform
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How it works... interactive virtual tour
Exploring how Vieweet works, the experience is similar to Google Street View. Each 
room is explorable via 360-degree panoramic images. We are able to navigate 
around the house using the crosshairs. Clicking takes us from the conservatory to the 
kitchen, similar to following arrows up and down streets in Street View.

The problem for buyers with agents’ photos is that wide-angled lenses can be 
deceiving, areas of damp are left out of shot etc. The property is shown at its best. 
Nothing is hidden by 360. We are able to spin and look up/down, able to pivot but not 
move around the room. We can get a real feel for the size of each room, the flow of 
the house and confirm there are no obvious issues before a physical viewing.

Traditional photos using wide-angled lenses can leave you guessing the dimensions 
of a room. 360 provides exact measurements, not just giving floor area but the size 
and exact locations of windows, doors and even partition walls or other features.

Vieweet is a very small, UK 
software house 

Figure 34: Virtual tour

Source: Vieweet

Very high quality, high resolution 
content

Figure 35: Ability to see every measurement

Source: Vieweet

Meta data are rich and accurate, 
regarding dimensions, floor plan 
etc
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How it works... virtual floorplan/doll's house
The next step up from linked 360 photos is a virtual floorplan. Here, the 360 photos 
are tied together into a virtual copy of the house with 3D objects to get a real feel for 
the property, similar to The Sims. Instead of being limited to pivoting around a 360 
photo, we are able to move around, seeing the floorplan or individual rooms from any 
angle in any position we want.

This allows for a more immersive experience, something that will only improve with 
the introduction of virtual reality.

Users are able to swap or move objects, allowing buyers to redecorate, or see if a 
room is big enough for a king-sized bed, or to have a bed and a desk and still have 
room to move around. Something that can be difficult to do with imagination alone at 
a physical viewing.

We could almost start talking 
about the metaverse

Doll’s house functionality is 
impressive and engaging

Figure 36: Birdseye view of a virtual floorplan

Source: Vieweet

Figure 37: Different angles, moveable objects

Source: Vieweet
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How it works... Smart Viewing
A consumer friendly, net promoter score (NPS) of 52, way to showcase properties 
using virtual viewings. 

An agent will host a call with one or several prospective buyers, walking them round 
the property, just as they would during a physical viewing. This allows them to 
answer any questions, learn what the buyer likes or doesn't and use their sales skills.

An agent could quickly showcase several properties to arrive at a shortlist for 
physical viewings.

A virtual view, agent and 
consumer on line, lots of 
interactivity, one to one, or one to 
group…

Figure 38: Guided virtual tours

Source: Vieweet
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A UK housing market snapshot – 
December 2021
The Twindig UK housing market index 
Twindig is a disruptive and somewhat revolutionary property platform that empowers 
buyers and sellers to make smarter decisions at every stage of the property journey. 
It was founded by ex-equity analyst Anthony Codling. Leveraging concepts around a 
‘digital twin’, Twindig allows home owners to find and ‘claim’ their home. It also adds 
to a rich data set of financial insights that inform the true value of their property and, 
at the same time, enables home buyers to ‘follow’ properties of interest and get 
ahead of the home buying curve.

The Twindig UK housing market index is a broadly defined measure of confidence in 
the UK housing market. Confidence dropped dramatically during the first phase of the 
COVID-19 pandemic but has been recovering since April 2020. 

Market observers are currently quite bullish about the UK housing market and the 
Twindig UK housing market index entered 2022 with positive momentum. Confidence 
has been underpinned by the bounce back in housing transactions, the robustness of 
house prices and the apparent normality of mortgage approvals. Time will tell if we 
see a return to the normal spring selling season in 2022, but the initial signs are 
promising.

Below we explore some of the data insights that feed into the Twindig housing market 
index, stepping through mortgage approval data (Bank of England), housing 
transaction volumes (HMRC), mortgage rates (Bank of England), house prices 
(Halifax Building Society) and a housing affordability measure (Twindig).

The Twindig housing market 
index, a helpful window on the UK 
market

Uncertainty remains around the 
post stamp duty holiday 
landscape

Figure 39: Twindig housing market index

Source: Twindig

The index incorporates a number 
of inputs, with the main ones 
explained below
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Mortgage approvals
Mortgage approvals are the most important lead indicator for the UK housing market, 
in our view. A mortgage approved today will normally lead to a housing transaction in 
three months’ time.

Mortgage approvals were very stable leading up to the COVID-19 pandemic before 
dipping dramatically as the UK government took the unprecedented step of closing 
the housing market. 

The housing market bounced back once it was re-opened and was helped by the 
additional stimulus of the stamp duty holiday from July 2020 to the end of September 
2021. We estimate that even taking into account the COVID-19 dip, the stamp duty 
holiday led to a net increase of mortgage approvals of 175,000. 

Since the end of the stamp duty holiday, mortgage approvals returned to longer-term 
trend levels very quickly indeed. Mortgage approvals for both October and November 
(the latest data available) were broadly in-line with the ten-year longer-term average 
of 65,500. 

Mortgage approvals, a forward-
looking indicator

Figure 40: Monthly mortgage approvals (‘000)

Source: Bank of England

Approval rates following 
government policy
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Housing transactions
Housing transactions, like mortgage approvals, were very stable leading up to the 
COVID-19 pandemic but were very much more volatile during the stamp duty holiday. 
The three later spikes in 2021 can be explained:

▪ Spike 1: the original planned end date of the stamp duty holiday – it was
extended at the 11th hour.

▪ Spike 2: The end of the £500,000 stamp duty holiday threshold, it was reduced
to £250,000 on July 1st 2021.

▪ Spike 3: The end of the stamp duty holiday.

The relationship between housing transactions and mortgage approvals also appears 
to breakdown during the stamp duty holiday. This, in our view, reflects the large 
number of cash buyers who took advantage of the holiday. Received wisdom during 
the stamp duty holiday was that housing transactions were being pulled forward to 
take advantage of the stamp duty holiday and that housing transactions would fall 
back following the end of the stamp duty holiday. 

The initial but provisional data suggest that housing transactions have returned to 
longer-term trend levels, but we are wary of reading too much into such a short time 
period.

Stamp duty holiday deadlines 
caused spikes in transaction rates

Figure 41: UK monthly residential property transactions (‘000)

Source: HMRC

It is still not super clear how the 
market evolves in 2022
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Mortgage rates
Mortgage rates are close to all-time lows and after rising during the summer of 2020 
have been declining as the economic and housing market outlook improved. With 
LIBOR at its lowest ever level of 0.1%, its next move is likely to be up. However, with 
around 90% of new mortgages secured on fixed rates and around 50% on fixed rates 
of five years or more, the impact on the average mortgaged household should be 
limited.

House prices
The Halifax house price index tells all you need to know about the housing market 
during the pandemic so far. We are not aware of anyone who predicted that the 
housing market would not only be immune to COVID-19 but actually get stronger. 
The stamp duty holiday helped, although house price increases soon dwarfed the 
size of any stamp duty holiday benefit. 

Many factors are at play — the ‘race for space’ and the ‘city’ exodus as working from 
home turned mainstream. Also, for a country obsessed with its homes, lockdown led 
to more time being spent in them and perhaps increased the desire for change.   

Mortgage rates close to all-time 
lows

Slow impact from any rate change 
due to 50% on 5-year+ fixed rates

Figure 42: Average 2-year fixed mortgage rates by loan to value, %

Source: Bank of England

House prices increase, even 
during pandemic

Figure 43: Halifax average house price (£’000)

Source: Halifax

2022 will be very interesting too
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Housing affordability
Although mortgage rates are close to all-time lows, housing affordability is worsening. 

We show below the mortgage payment based on the average mortgage rate for new 
business each month, assuming that the averagely priced home is purchased on an 
80% loan to value (LTV) 25-year capital repayment mortgage. The payments have 
increased by £80 per month or 10% since the start of the COVID-19 pandemic and 
now account for c.42% of the take home pay of the median UK full time employee 
earning £32,000.

House price rise dwarfs fall in 
interest rate... monthly repayments 
up

Figure 44: Monthly mortgage payment / £

Source: Twindig
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Forecasting the income statement
Figure 45: Forecast income statement (£m)

FY19A FY20A FY21E FY22E FY23E FY24E 21/24 
CAGR

Revenue 289.3 205.7 301.8 327.3 352.1 376.6 7.7%

Yoy 8.0% (28.9%) 46.7% 8.4% 7.6% 6.9%

Staff costs (34.1) (34.8) (36.7) (39.3) (41.7) (44.1)

Other administrative (41.4) (35.7) (42.4) (45.4) (47.7) (50.3)

Operating profit 213.7 135.1 222.8 242.6 262.7 282.3 8.2%

% margin 75.1% 67.8% 75.3% 75.6% 76.0% 76.3%

Finance income 0.3 0.2 0.1 0.3 0.4 0.4

Finance expense (0.5) (0.5) (0.5) (0.6) (0.6) (0.6)

Profit before tax 213.6 134.8 222.4 242.4 262.4 282.0 8.2%

% margin 73.8% 65.5% 73.7% 74.1% 74.5% 74.9%

Tax expense (40.5) (25.0) (41.8) (46.1) (65.6) (70.5)

Net income 173.1 109.8 180.5 196.3 196.8 211.5 5.4%

% margin 59.8% 53.4% 59.8% 60.0% 55.9% 56.2%

Diluted WASO (m) 888.0 873.7 861.6 846.5 831.7 817.2

Diluted EPS (p) 19.5 12.6 21.0 23.2 23.7 25.9 7.3%

Yoy 10.2% (35.5%) 66.7% 10.7% 2.0% 9.4%

Depreciation (3.1) (3.3) (3.3) (3.6) (3.7) (4.0)

Amortisation (0.5) (1.0) (1.1) (1.2) (1.1) (1.1)

EBITDA 217.3 139.4 227.2 247.4 267.4 287.3 8.1%

% margin 75.1% 67.8% 75.3% 75.6% 76.0% 76.3%

Customer number
19,809 19,197 18,988 18,999 18,670 18,631 

ARPA (Davy calc)
1,198 879 1,317 1,436 1,558 1,683 

8.5%

Yoy 9.7% (26.6%) 10.0% 9.0% 8.5% 8.0%

Source: Company data, Davy estimates

Figure 46: Consensus as at 13/10/21

FY20A FY21E FY22E FY23E FY24E

Revenue (£m)   205.7      301.8      327.3      352.1      321.5 

Yoy -28.9% 46.7% 8.4% 7.6% -8.7%

EBITDA (£m)   139.4      227.2      247.4      267.4      233.1 

% margin 67.8% 75.3% 75.6% 76.0% 72.5%

EPS (p)     12.6        22.0        24.1        25.2        21.3 

Source: FactSet
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Contemplating valuation
Our approach to valuation has been a pragmatic one. We have utilised discounted 
cashflow here (DCF) here, driven by the unusual dynamics in the business models of 
the dominant online marketplaces, AUTO and RMV, specifically the super normal 
and seemingly resilient EBITDA margins. We also pull together a small group of peer 
companies, focusing on UK online marketplace players AUTO, MONY and RMV.

The UK e-commerce peers, comparable multiples
First, let us remind ourselves what we pay for e-commerce growth. For the median 
20/23 revenue CAGR of c.+23%, we pay 0.8x 2023.

With RMV forecast to deliver a +20% revenue CAGR and AUTO +16%, the growth 
profiles are not miles apart. But UK e-commerce trades on 0.8x 2023 revenue, while 
the mean of AUTO and RMV is +15.0x 2023 revenue; therefore, the comparison is 
not a good one.

Pragmatic approach to valuation, 
leverage DCF, comparable 
valuation and a view of the long 
run

Figure 47: UK e-commerce peer revenue comparison

Calendar year revenue EV/revenue

£m EV CY16A CY17A CY18A CY19A 16/19 
CAGR

CY20A CY21E CY22E CY23E 20/23 
CAGR

CY22 CY23

AO 548 675.7 772.9 876.1 1,009.9 14.3% 1,507.1 1,835.3 2,084.7 2,347.0 15.9% 0.3 0.2

   Yoy 19.0% 14.4% 13.3% 15.3% 49.2% 21.8% 13.6% 12.6% 

ASC 2,374 1,604.5 2,088.2 2,522.7 2,910.2 22.0% 3,510.9 4,251.3 4,968.1 5,617.1 17.0% 0.5 0.4

   Yoy 28.5% 30.1% 20.8% 15.4% 20.6% 21.1% 16.9% 13.1% 

BOO 2,326 278.1 532.3 810.7 1,171.8 61.5% 1,660.2 2,152.7 2,718.8 3,394.0 26.9% 0.9 0.7

   Yoy 49.5% 91.4% 52.3% 44.5% 41.7% 29.7% 26.3% 24.8% 

OTB 407 74.4 88.7 113.3 113.7 15.2% 30.1 43.2 120.7 139.9 67.0% 3.4 2.9

   Yoy 14.1% 19.3% 27.7% 0.4% (73.6%) 43.6% 179.7% 15.9% 

ITS 50 - 13.3 16.5 18.8 n/a 38.4 54.8 70.1 88.0 31.9% 0.7 0.6

   Yoy - 24.0% 13.4% 104.4% 42.8% 28.0% 25.5% 

MOON 1,240 - - 109.4 155.5 n/a 303.2 308.3 303.4 342.3 4.1% 4.1 3.6

   Yoy - 42.1% 95.0% 1.7% (1.6%) 12.8% 

MMAG 170 - - 116.8 133.3 n/a 153.0 149.5 158.9 172.2 4.0% 1.1 1.0

   Yoy - 14.1% 14.8% (2.3%) 6.3% 8.4% 

WINE 428 133.9 153.1 172.8 196.8 13.7% 305.9 367.9 438.5 522.4 19.5% 1.0 0.8

   Yoy n/a 14.4% 12.9% 13.9% 55.4% 20.3% 19.2% 19.1% 

THG 2,682 501.4 735.7 915.8 1,140.3 31.5% 1,613.6 2,233.1 2,846.6 3,482.7 29.2% 0.9 0.8

   Yoy 50.3% 46.7% 24.5% 24.5% 41.5% 38.4% 27.5% 22.3% 

CZOO 5,047 - - - - n/a 162.0 677.9 2,106.9 3,974.2 190.6% 2.4 1.3

   Yoy - 318.4% 210.8% 88.6% 

Low 13.7% 4.0% 0.3 0.2

Median 18.6% 23.2% 1.0 0.8

Mean 26.4% 40.6% 1.5 1.2
UK peers

High 61.5% 190.6% 4.1 3.6

Source: Company data, Davy estimates

The EBITDA margin differential to 
e-commerce players is profound
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We then debated the merits of EV/EBITDA. The UK e-commerce peer group delivers 
median 20/23 EBITDA growth of c.+19% and traded on c.11.0x 2022 EBITDA.

AUTO and RMV deliver mean 20/23 EBITDA growth at c.+22% and trade on c.22.0x 
2022 EBITDA, seemingly expensive but of course the mean EBITDA margin of the 
UK peers is c.10% in 2022, whereas for AUTO and RMV it is a whopping 75%. We 
need to reflect that somehow and perhaps a DCF methodology will be instructive.

Figure 48: E-commerce peer EBITDA comparison 

  Calendar year EBITDA EV/EBITDA

£m EV CY16A CY17A CY18A CY19A 16/19 
CAGR

CY20A CY21E CY22E CY23E 20/23 
CAGR

CY22 CY23

              

AO 448 (6.0) (8.0) 1.9 13.9 n/a 44.8 35.5 57.6 73.8 18.2% 7.8 6.1

% margin . (0.9%) (1.0%) 0.2% 1.4%  3.0% 2.1% 3.1% 3.6%    

ASC 2,324 89.8 133.4 139.8 160.4 21.3% 292.7 356.1 413.6 486.5 18.5% 5.6 4.8

% margin . (0.9%) (1.0%) 0.2% 1.4%  8.3% 8.4% 8.3% 8.7%    

BOO 2,064 32.2 50.5 69.4 108.4 49.8% 147.5 157.2 237.5 305.5 27.5% 8.7 6.8

% margin . 11.6% 9.5% 8.6% 9.3%  8.9% 7.3% 8.7% 9.0%    

OTB 331 24.4 29.5 32.8 13.6 (17.6%) (30.9) (8.4) 28.6 37.3 n/a 11.6 8.9

% margin . 32.8% 33.2% 29.0% 12.0%  (102.6%) (19.4%) 23.7% 26.6%    

 .             

ITS 47 - (2.2) (1.5) (1.1) n/a 0.8 4.1 6.0 7.4 109.1% 7.8 6.4

% margin .  (16.7%) (9.1%) (5.9%)  2.1% 7.5% 8.6% 8.4%    

MOON 1,284 - - 18.8 35.1 n/a 47.9 58.8 70.7 81.0 19.1% 18.2 15.8

% margin .   17.2% 22.6%  15.8% 19.1% 23.3% 23.7%    

MMAG 170 - - 2.2 4.6 n/a 10.4 (8.1) 13.4 17.0 18.0% 12.6 10.0

% margin .   1.8% 3.4%  6.8% (5.4%) 8.5% 9.9%    

WINE 382 5.7 11.1 (0.4) (0.8) n/a (4.6) 3.3 9.0 16.3 n/a 42.3 23.5

% margin . 4.3% 7.3% (0.2%) (0.4%)  (1.5%) 0.9% 2.2% 3.3%    

THG 2,352 46.3 65.0 89.8 83.9 21.9% (203.6) 159.7 222.0 281.4 n/a 10.6 8.4

% margin . 9.2% 8.8% 9.8% 7.4%  (12.6%) 7.1% 7.8% 8.1%    

CZOO 5,008 - - - - n/a (88.0) (140.6) (168.6) (39.7) n/a n/a n/a

% margin      (54.3%) (20.7%) (8.0%) (1.0%)    

 .             

Low     (17.6%)     18.0% 5.6 4.8

Median     21.6%     18.8% 10.6 8.4

Mean     18.9%     35.0% 13.9 10.1
UK peers

High     49.8%     109.1% 42.3 23.5

Source: Company data, Davy estimates

The margin differential making 
comparability difficult at the 
revenue and EBITDA line
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Applying a DCF methodology
Applying a blend of the CAPM and dividend yield models, we arrive at a base case  
6.25% WACC.

This gives us an equity value of £7.99, c.21% upside.

Sensitivity analysis between the two cost of equity models provides a range of +7% 
to +69%.

DCF analysis estimates the value of an investment based on the present value of 
future cash inflows. The most material estimates being revenue growth and EBITDA 
margin. 

We try to avoid DCFs because small changes in assumptions have big impacts — 
particularly the discount factor, addressing the time value of money. A consistent 
EBITDA margin and dividend pay-out allow for more confident assumptions.

Below we show the DCF model cashflow forecast for RMV to FY30.

We expect revenue growth to slow over the next three years as the pandemic 
frontloaded growth before it settles around historic norms at 8%. We take an 
inflationary rate of 2.5% for terminal growth, somewhat prudent.

RMV’s EBITDA margin has proven resilient in the past — we don’t see this eroding. 
Historical precedent is a single, dominant marketplace, leaving RMV immune to the 
usual economic forces on margins.

To value our cashflow forecasts, we must discount for time value. We use WACC. 
RMV’s capital is 99.7% equity, so the cost of debt is immaterial. We focus discussion 
on cost of equity, which we approach from two models.

The CAPM model gives us the expected percentage return for equity ownership 
based on its riskiness versus the market. Equities are riskier as they have systematic 
and unsystematic risk, thus investors expect a higher return. 

CAPM cost of equity: E Ri = Rf + βi (E Rm – Rf)

▪ Rf is the risk-free rate – treasury bonds.

The financial profile of the RMV 
business model is unusual, we 
use DCF

Price target of 799p

Figure 49: Forecast cashflows

£m FY21E FY22E FY23E FY24E FY25E FY26E FY27E FY28E FY29E FY30E Terminal

Revenue 301.8 327.3 352.1 376.6 404.8 437.2 472.2 510.0 550.8 594.8 609.7

Yoy 46.7% 8.4% 7.6% 6.9% 7.5% 8.0% 8.0% 8.0% 8.0% 8.0% 2.5%

EBITDA 227.2 247.4 267.4 287.3 309.1 334.3 361.5 390.9 422.7 456.5 468.0

Margin 75.3% 75.6% 76.0% 76.3% 76.4% 76.5% 76.6% 76.7% 76.8% 76.8% 76.8%

(Taxes) (40.6) (46.1) (65.6) (70.5) (76.0) (82.2) (88.9) (96.1) (104.0) (112.3) (115.1)

Working capital (7.8) (1.1) (1.1) (1.1) (1.2) (1.3) (1.4) (1.6) (1.7) (1.8) (1.9)

(Capex) (3.8) (4.1) (4.4) (4.7) (5.7) (6.1) (6.6) (7.1) (7.7) (8.3) (7.9)

FCFF 175.0 196.2 196.3 211.0 226.2 244.6 264.5 286.1 309.4 334.1 343.1

PV of FCFF 175.5 185.2 174.4 176.4 178.0 181.2 184.4 187.7 191.1 194.2 187.7

Source: Davy estimates 

RMV capital is 99.7% equity

Two cost of equity models: CAPM 
and dividend yield
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▪ E Rm is the market return, so (E Rm – Rf) is the premium return of market risk.

▪ βi is the beta of the investment. >1 means its higher risk than the market.

RMV’s beta of 0.51 appears to be impacted by the market’s pandemic induced 
volatility. It has higher risk than the market, so beta must be more than 1. As a 
mature company with a strong moat, we see only small risk so take 1.05, giving 6.7% 
cost of equity.

Cost of equity = dividend yield + dividend growth

Historic dividend yield data give us 1.3%. We forecast 2.5-year H121/23 EPS CAGR 
of 3.9%, giving 5.2% cost of equity.

Neither cost of equity model is better than the other, both have merit. CAPM would 
give smaller returns, but the market clearly values RMV on dividend yield and capital 
return to some extent at least. We take a middle ground of 6.25% — more of a two-
thirds point on the prudent side than a midpoint.

Figure 50: RMV % dividend yield since IPO

Source: FactSet

CAPM gives 6.7%

Dividend yield gives 5.2%

Figure 51: CAPM WACC calculation

Effective tax rate: 25.0%

Cost of debt: 2.3%

  

Risk-free rate 1.5%

Equity risk premium 5.0%

Expected market return 6.5%

Levered beta 1.05

Cost of equity: 6.8%

  

Equity weighting 99.7%

WACC 6.7%

Source: Company data, KPMG

Figure 52: Dividend yield WACC calculation

Effective tax rate: 25.0%

Cost of debt: 2.3%

  

Dividend yield 1.3%

2.5-year H121/23 EPS CAGR 3.9%

Cost of equity: 5.2%

  

Equity weighting 99.7%

WACC 5.2%

Source:  FactSet, company data, Davy estimates
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Applying 6.25% to the forecast cashflows and valuing the terminal value into 
perpetuity at 2.5% revenue growth, we estimate an enterprise value of £6.8bn. 

Adjusting for FY21 cash and debt gives an equity value of £6.9bn. Using current 
diluted WASO of 862m, we value RMV at £7.99 per share, a c.20% upside.

Sensitivity analysis between the two cost of equity models gives us a price range of 
£7.28-11.58 at a 2.5% terminal growth rate, representing +7% to +69% potential 
upside. 

Figure 53: DCF valuation at 6.2% WACC

Present value of cash flows 1,828.1

Present value of terminal value 5,004.8

Enterprise value 6,832.9

plus: cash 65.3

minus: debt (16.6)

Equity value 6,881.6

   WASO, m (diluted) 861.6

Equity value per share (£) 7.99

   Current share price (£) 6.59

   Percentage difference 21.2%

Source: FactSet, company data, Davy estimates

£7.99 per share, a c.20% upside

Figure 54: Sensitivity analysis

WACC Terminal growth rate

$8.90 1.5% 2.0% 2.5% 3.0% 3.5%

5.2% £9.09 £10.14 £11.58 £13.67 £16.99

5.5% £8.40 £9.27 £10.43 £12.06 £14.49

5.8% £7.88 £8.63 £9.60 £10.94 £12.86

6.0% £7.42 £8.07 £8.90 £10.01 £11.56

6.3% £7.01 £7.57 £8.29 £9.22 £10.49

6.5% £6.64 £7.14 £7.75 £8.54 £9.60

6.8% £6.31 £6.74 £7.28 £7.96 £8.85

Source: FactSet, Company data, Davy estimates
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Marketplace comparatives, looking at revenue multiples
If we contemplate the very tight peer group, again we conclude comparables as 
helpful but not overly conclusive.

At the revenue line, RMV sees faster growth but is more expensive than AUTO and 
MONY.

In terms of historic norms, we plot the forward EV/revenue multiple over time below, 
with the mean level at 14.7x. The pandemic valuation was somewhat elevated as 
forecasts reduced but, undeniably, RMV is currently trading ahead of historic norms.

Figure 55: UK marketplace peer revenue comparison

  Calendar year revenue EV/revenue

£m EV CY16A CY17A CY18A CY19A 16/19 
CAGR

CY20A CY21E CY22E CY23E 20/23 
CAGR

CY22 CY23

AUTO                
5,712.6 

           
304.0 

        
325.4 

        
348.9 

        
365.5 

6.3%         
289.3 

        
361.6 

        
418.6 

        
447.8 

15.7% 13.6 12.8

Yoy  10.5% 7.1% 7.2% 4.8%  (20.8%) 25.0% 15.7% 7.0%    

RMV                
6,013.8 

           
220.0 

        
243.3 

        
267.8 

        
289.3 

9.6%         
205.7 

        
301.8 

        
327.3 

        
352.1 

19.6% 18.4 17.1

Yoy  14.5% 10.6% 10.1% 8.0%  (28.9%) 46.7% 8.4% 7.6%    

MONY                
1,174.1 

316.4 329.7 355.6 388.4 7.1% 344.9 385.5 424.0 450.4 9.3% 2.8 2.6

Yoy  12.3% 4.2% 7.9% 9.2%  (11.2%) 11.8% 10.0% 6.2%    

              

Mean      7.7%     14.9% 11.6 10.8

Source: Company data, Davy estimates, FactSet

Figure 56: One-year EV/sales

Source: FactSet
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Marketplace comparatives, looking at EBITDA multiples
From an EBITDA perspective, the challenging 2020 and the rebound in profitability 
somewhat elevates the 20/23 EBITDA CAGRs.

At the EBITDA line, a similar dynamic plays out. RMV’s valuation is rational against a 
limited peer group. Set against historic norms, we plot the forward EV/EBITDA 
multiple over time below with the mean level at 21.7x. Again, RMV is ahead of 
historic norms.

Figure 57: UK marketplace peer EBITDA comparison

  Calendar year EBITDA EV/EBITDA

£m EV CY16A CY17A CY18A CY19A 16/19 
CAGR

CY20A CY21E CY22E CY23E 20/23 
CAGR

CY22 CY23

AUTO                
5,712.6 

           
203.4 

        
225.5 

        
247.0 

        
262.2 

8.8%         
192.0 

        
255.4 

        
305.6 

        
331.6 

20.0% 18.7 17.2

% margin 66.9% 69.3% 70.8% 71.7%  66.4% 70.6% 73.0% 74.1%    

RMV                
6,013.8 

           
163.3 

        
180.1 

        
202.4 

        
217.3 

10.0%         
139.4 

        
227.2 

        
247.4 

        
267.4 

24.3% 24.3 22.5

% margin  74.2% 74.0% 75.6% 75.1%  67.8% 75.3% 75.6% 76.0%    

MONY                
1,174.1 

           
147.4 

        
145.3 

        
146.3 

        
161.3 

3.0%         
121.3 

        
119.1 

        
138.5 

        
153.9 

8.3% 8.5 7.6

% margin  46.6% 44.1% 41.1% 41.5%  35.2% 30.9% 32.7% 34.2%    

              

Mean      7.3%     17.5% 17.2 15.8

Source: Company data, Davy estimates, FactSet

Figure 58: One-year EV/EBITDA

Source: FactSet
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Marketplace comparatives, looking at P/E multiples
For completeness, a similar dynamic plays out at the EPS line. RMV’s valuation is 
rational against a limited peer group and, set against historic norms, we plot the 
forward P/E multiple over time below with the mean level at 28.9x.

Again, flatter versus EV/sales and EV/EBITDA. RMV is a mature business with 
strong >55% net profit margin. The valuation appears earnings led.

Figure 59: UK marketplace peer EPS comparison

  Calendar year EPS (fully diluted) P/E multiples

£m Share 
price (£)

CY16A CY17A CY18A CY19A 16/19 
CAGR

CY20A CY21E CY22E CY23E 20/23 
CAGR

CY22 CY23

AUTO 5.92               
14.2 

          
16.7 

          
20.0 

          
21.8 

15.3%           
15.4 

          
21.1 

          
26.1 

          
27.4 

21.1% 22.7 21.6

Yoy 297.6% 17.3% 20.0% 9.5%  (28.8%) 50.0% 29.6% 5.2%    

RMV 6.99               
13.6 

          
15.5 

          
17.7 

          
19.5 

12.6%           
12.6 

          
21.0 

          
23.2 

          
23.7 

23.5% 30.2 29.6

Yoy  21.0% 13.8% 14.1% 10.2%  (35.5%) 66.7% 10.7% 2.0%    

MONY 2.20               
11.8 

          
14.4 

          
16.1 

          
17.7 

14.5%           
12.9 

          
14.1 

          
17.3 

          
19.5 

14.9% 12.8 11.3

Yoy  19.1% 22.1% 11.8% 9.9%  (27.1%) 9.6% 22.2% 13.2%    

              

Mean      14.1%     19.8% 21.9 20.8

Source: Company data, Davy estimates, FactSet

Figure 60: One-year P/E

Source: FactSet
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Concluding our thinking on valuation
Both AUTO and RMV represent dominant market leaders in the UK, essentially 
connecting car dealers and consumers in the former and estate agents and 
consumers in the latter. EBITDA margins of c.+70% have been sustained over time 
and appear to be resilient.

Comparable valuation is not particularly insightful.

Against long-run historic norms of EV/revenue, EV/EBITDA and P/E multiples, both 
AUTO and RMV sit above the means, albeit only modestly for P/E.

DCF methodologies applied to RMV present a range of equity value between 728p 
and 1158p — the central case is 799p.

RMV is in a dominant position and stands to grow through the move into rentals. The 
consolidating forces facing estate agents present a further opportunity for RMV to 
provide more services. This upside leads us to initiate on RMV with an ‘Outperform’ 
recommendation and 799p price target.

The super normal margin profiles 
of the online marketplace models 
present a challenge, valuation 
wise

Central case valuation is 799p
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