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Disclaimer
THE PRESENTATION AND ITS CONTENTS ARE STRICTLY CONFIDENTIAL AND ARE NOT FOR RELEASE, PUBLICATION OR DISTRIBUTION, IN WHOLE OR IN PART, DIRECTLY OR INDIRECTLY, IN OR INTO THE UNITED STATES OF AMERICA (INCLUDING ITS
TERRITORIES AND DEPENDENCIES, ANY STATE OF THE UNITED STATES AND THE DISTRICT OF COLUMBIA), CANADA, AUSTRALIA, JAPAN, THE REPUBLIC OF SOUTH AFRICA OR TO ANY RESIDENT THEREOF, OR ANY OTHER JURISDICTION WHERE
SUCH DISTRIBUTION IS UNLAWFUL. THE PRESENTATION IS NOT AN OFFER OR INVITATION TO BUY OR SELL SECURITIES.
The Presentation, and any ancillary documents relating to it, any oral presentation and any question or answer session (together, the "Presentation") have been prepared and issued by and is the sole responsibility of The Gym Group plc (the "Company"). The Presentation is
being supplied to you solely for information purposes in connection with acquisition of the 13 easyGym sites (the "Acquisition") and the proposed placing (the "Placing") of new ordinary shares of 0.01 pence each in the capital of the Company (the "Shares"). The Presentation is
confidential and must not be recorded, copied, distributed, reproduced, stored in a retrieval system, transmitted or passed on, directly or indirectly, in whole or in part, or disclosed by any recipient, to any other person (whether within or outside such Placing person’s organisation
or firm) or published in whole or in part, for any purpose or under any circumstances at any time, without the prior written consent of Numis as agent for the Company.
The Presentation is an advertisement and does not constitute a prospectus or offering memorandum or an offer in respect of any securities and is not intended to provide the basis for any investment decision and should not be considered as a recommendation that any investor
should subscribe for or purchase any securities. The information in the Presentation is preliminary in nature and is subject to updating, revision and amendment. Neither the Company, Numis or their respective directors, officers, partners, employees, agents, advisers or affiliates
(collectively, "Affiliates") is under any obligation to update or keep current the information contained in the Presentation. The Presentation is in draft form, is subject to change without notice, and has not been legally verified. It does not purport to be all inclusive or to contain all the
information that may be required to evaluate the Company, the Acquisition or the Placing. No liability whatsoever (whether in negligence or otherwise) arising directly or indirectly from the use of the Presentation is accepted, and no representation, warranty or undertaking,
express or implied, is or will be made by the Company, Numis or their respective Affiliates with respect to the accuracy, fairness or completeness of the information or opinions contained herein or for any errors, omissions or misstatements, and none of them accepts any
responsibility or liability as to their accuracy or completeness or as to the suitability of any particular investment for any particular investor or for any loss howsoever arising, directly or indirectly, from any use of such information or opinions or otherwise arising in connection
therewith. In addition, no duty of care or otherwise is owed for any loss, cost or damage suffered or incurred as a result of the reliance on such information or opinions or otherwise arising in connection with the Presentation. To the fullest extent permissible by law, each of the
Company, Numis and their respective Affiliates disclaim all and any responsibility or liability, whether arising in tort, contract or otherwise, which they might otherwise have in respect of the Presentation. Recipients should not construe the contents of the Presentation as legal, tax,
regulatory, financial or accounting advice and are urged to consult with their own advisers in relation to such matters.
Numis which is authorised and regulated by the Financial Conduct Authority ("FCA") in the United Kingdom is acting exclusively for the Company and no one else in connection with the Acquisition and the Placing and will not regard any other person as its client in relation to the
Acquisition or the Placing and will not be responsible to anyone other than the Company for providing the protections afforded to its clients or for giving advice in relation to the Placing or the contents of the Presentation. Any other person attending the Presentation should seek
their own independent legal, investment and tax advice as they see fit.
The Presentation is being distributed only to and are directed only at: (a) in member states of the European Economic Area, persons who are "qualified investors" within the meaning of Article 2(1)(e) of the Prospectus Directive, as amended ("Qualified Investors"); and (b) in the
United Kingdom, Qualified Investors: (i) who have professional experience in matters relating to investments who fall within the definition of "investment professionals" in Article 19(5) of, or (ii) falling within Article 49(2) (High Net Worth Companies, etc.) of, the Financial Services
and Markets Act 2000 (Financial Promotion) Order 2005 of the United Kingdom; or (iii) to whom it may otherwise lawfully be communicated (all such persons together being referred to as "Relevant Persons"). Any person who is not a Qualified Investor or Relevant Person, as
applicable, should not act or rely on the Presentation or any of its contents. For the purposes of this provision, the expression "Prospectus Directive" means Directive 2003/71/EC, as amended, and includes any relevant implementing measure in each member state of the
European Economic Area which has implemented the Prospectus Directive.
The Presentation has not been approved by the FCA or any other regulator. The Presentation does not constitute or form part of, and should not be construed as, an offer, invitation or inducement to sell or issue, or any solicitation of any offer to purchase or subscribe for, any
securities in the Company or any other entity nor shall the Presentation or any part of it, or the fact of its distribution, form the basis of, or be relied upon in connection with, any contract or commitment by or with Numis or the Company, or any of their respective Affiliates for any
purpose.
The information contained in the Presentation is confidential and may constitute inside information for the purposes of the Criminal Justice Act 1993 and the EU Market Abuse Regulation (2014/596/EU) ("MAR"). You should not use this information as a basis for your behaviour in
relation to any financial instruments (as defined in MAR), as to do so could amount to a criminal offence of insider dealing under the Criminal Justice Act 1993 or a civil offence of insider dealing for the purposes of MAR or other applicable laws and/or regulations in other
jurisdictions.
Certain information contained in the Presentation constitutes "forward‐looking statements", which can be identified by the use of terms such as "may", "will", "should", "expect", "anticipate", "project", "estimate", "intend", "continue," "target" or "believe" (or the negatives thereof) or
other variations thereon or comparable terminology. Due to various risks and uncertainties, actual events or results or actual performance of the Company may differ materially from any opinions, forecasts or estimates reflected or contemplated in the Presentation. There can be
no assurance that future results or events will be consistent with any such opinions, forecasts or estimates. Investors should not rely on such forward‐looking statements in making their investment decisions. No representation or warranty is made as to the achievement or
reasonableness of and no reliance should be placed on such forward‐looking statements. The past performance of the Company is not a reliable indication of the future performance of the Company. No statement in the Presentation is intended to be nor may it be construed as a
profit forecast. Any investment in the Company is speculative, involves a high degree of risk, and could result in the loss of all or substantially all of their investment. Results can be positively or negatively affected by market conditions beyond the control of the Company or any
other person.
Solely for the purposes of the product governance requirements contained within: (a) EU Directive 2014/65/EU on markets in financial instruments, as amended ("MiFID II"); (b) Articles 9 and 10 of Commission Delegated Directive (EU) 2017/593 supplementing MiFID II; and (c)
local implementing measures (together, the "MiFID II Product Governance Requirements"), and disclaiming all and any liability, whether arising in tort, contract or otherwise, which any "manufacturer" (for the purposes of the MiFID II Product Governance Requirements) may
otherwise have with respect thereto, the Shares have been subject to a product approval process, which has determined that the Shares are: (i) compatible with an end target market of (a) retail investors, (b) investors who meet the criteria of professional clients and (c) eligible
counterparties, each as defined in MiFID II; and (ii) eligible for distribution through all distribution channels as are permitted by MiFID II (the "Target Market Assessment"). Notwithstanding the Target Market Assessment, distributors should note that: the price of the Shares may
decline and investors could lose all or part of their investment; the Shares offer no guaranteed income and no capital protection; and an investment in the Shares is compatible only with investors who do not need a guaranteed income or capital protection, who (either alone or in
conjunction with an appropriate financial or other adviser) are capable of evaluating the merits and risks of such an investment and who have sufficient resources to be able to bear any losses that may result therefrom. The Target Market Assessment is without prejudice to the
requirements of any contractual, legal or regulatory selling restrictions in relation to the Placing. Furthermore, it is noted that, notwithstanding the Target Market Assessment, Numis will only procure investors who meet the criteria of professional clients and eligible counterparties.
For the avoidance of doubt, the Target Market Assessment does not constitute: (a) an assessment of suitability or appropriateness for the purposes of MiFID II; or (b) a recommendation to any investor or group of investors to invest in, or purchase, or take any other action
whatsoever with respect to the Shares. Each distributor is responsible for undertaking its own target market assessment in respect of the Shares and determining appropriate distribution channels.
The distribution of the Presentation and the offering or sale of securities in certain jurisdictions may be restricted by law and therefore all recipients of the Presentation should inform themselves about and observe any such restrictions. Any failure to comply with these restrictions
could result in a violation of the laws of such jurisdiction. Recipients of the Presentation are required to inform themselves of, and comply with, all such restrictions or prohibitions and neither the Company, Numis nor any other person accepts liability to any person in relation
thereto. In particular, the Presentation should not be distributed, directly or indirectly, by any means (including electronic transmission) in or into the United States, Australia, Canada, Japan, or the Republic of South Africa, or to any citizens, nationals or residents thereof, or to
any corporation, partnership or other entity created or organised under the laws of those jurisdictions. The securities of the Company have not been and will not be registered under the US Securities Act of 1993, as amended (the "Securities Act"), and may not be offered or sold
in the United States unless registered under the Securities Act or conducted pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the Securities Act and in compliance with any applicable securities laws of any state or other jurisdiction
of the United States. The securities of the Company have not been approved or disapproved by the US Securities and Exchange Commission, any state securities commission in the United States or any US regulatory authority, nor have any of the foregoing authorities passed
upon or endorsed the merits of any proposed offering of the securities of the Company, or the accuracy or adequacy of the Presentation. Any representation to the contrary is a criminal offence in the United States. There will be no public offering of the Company's securities in the
United States.
By attending or otherwise accessing the Presentation, you warrant, represent, undertake and acknowledge to each of the Company and Numis that: (a) you have read and agree to comply with the foregoing limitations and restrictions including, without limitation, the obligation to
keep permanently confidential the information contained in the Presentation or made available in connection with further enquiries to the extent such information is not made publicly available (otherwise than through a breach by you of this provision); (b) you are able to receive
the Presentation without contravention of any applicable legal or regulatory restrictions; (c) if you are in the European Economic Area, you are a Qualified Investor; (d) if you are in the United Kingdom, you are a Relevant Person; (e) you will not at any time have any discussion,
correspondence or contact concerning the information in the Presentation with any of the Affiliates of the Company nor with any of its suppliers, nor any governmental or regulatory body, without the prior written consent of the Company; and (f) you will not deal in (or encourage
any other person to deal in) the shares or financial instruments of the Company or base any behaviour on any inside information you receive as part of the Presentation until you have ceased to have such information for the purposes of MAR.
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Introduction
•

•

Strong trading update to 31 May 2018:
•

Strong member numbers and growth

•

Organic openings and pipeline

•

Lifestyle Fitness conversion programme

•

LIVE IT. Rollout

•

New Personal Trainer model

Further acquisition opportunity:
•

13 well-located and well-invested easyGym sites

•

Funding through Placing and incremental debt facilities, and

•

Expected to complete on or before 20 July 2018
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TRADING UPDATE
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TGG Current Trading
•

Current trading for the first five months of the year has met the Board’s expectations and we expect to meet market
expectations in 2018

•

Six new gyms(1) will have opened by the end of the first half increasing the total estate to 134 sites

•

Total members at 31 May 2018 of 668,000, up 31.8% versus 31 May 2017: 507,000

•

The conversion of the Lifestyle sites is proceeding according to the timeline set out at the time of Prelims and we are
seeing strong member uplifts in the sites where the full TGG model has been implemented

•

o

Currently, 9 sites have been converted to TGG brand with a further 3 sites on site for conversion

o

Plans are in place for the remaining 6 sites to be converted by the end of September 2018

LIVE IT., our premium pricing initiative, is performing strongly following its rollout across the estate (completed in May
2018)

•

o

At May 2018, 45,000 members had signed up to LIVE IT. representing 6.7% of the closing membership

o

As expected, LIVE IT. has impacted existing revenue streams (multi-site, twin, joining fee)

The new personal trainer operating model trial has been extended to 8 sites encompassing both new sites and existing
sites and is operating according to our expectations
o

•

We plan to extend the trial to two further regions in the Summer and then will make the decision to rollout on a
phased basis across the entire estate based on the results of all the trials

The pipeline continues to be strong for the remainder of 2018 and is building according to our expectations for 2019

(1)

o

We currently have a further 15 sites exchanged for 2018 and 2019

o

We reiterate our guidance that (in addition to easyGym sites) we expect to open within our expected range of 15 to
20 organic openings for the full year

Sutton expected to open 29th June 2018
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ACQUISITION
OPPORTUNITY
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Transaction Overview
Acquisition

Valuation
• Total consideration of £24.7m
– Initial consideration of
£20.6m

• Acquired portfolio comprises
13 well-located and wellinvested sites
– with 8 located inside the
M25
– 5 outside; Birmingham (2),
Liverpool, Southampton
and Cardiff
• £4.3m LTM Mar-18 Site
EBITDA(1)

– £4.1m is deferred
conditional on successful
lease extensions for 2
sites

Funding
• Equity issue and committed
debt financing
– £24m from a Placing
– Extended debt facilities by
£10m to £60m

• Acquiring the business on a
cash / debt free basis
• 5.7x LTM Mar-18 Site
EBITDA
• Acquisition expected to be
Earnings enhancing on a
standalone basis in 2019 and
beyond
• As with Lifestyle acquisition,
we are targeting 20%+ return
on capital at maturity

(1)

Management information for easyGym
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The Opportunity
Acquiring a well-invested portfolio, with core of the
estate in London
•
•

•
•

Established in 2010 when the EasyGroup announced
the launch of its ‘no frills’ gym chain. Low-cost gym
operator, with 16 gyms and c.70k members
TGG will acquire 13 easyGym prime sites : 8 gyms
inside the M25 and 5 gyms across the rest of the UK
o 63k members acquired generating an LTM site
EBITDA of £4.3m to March 2018
o Acquisition includes core London sites such as
Fulham and Oxford Street
Acquiring a well-invested portfolio – historic average
initial site fit-out capex for easyGym of £1.7m
o TGG expects conversion capex of £0.28m per site
Vendors will continue to trade the remaining 3 sites
that TGG are not purchasing

Wood Green, London
Tottenham, London
Liverpool

Ilford, London

Birmingham Corp Street

East Ham, London

Birmingham Kings Heath

Oxford Street, London

Cardiff

Croydon, London

Southampton

Wandsworth, London
Fulham, London
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easyGym Snapshot

12.9

Revenue (£m)

Pro-forma revenue(1)

4.9%

12.3

12.9

FY18 Revenue growth
LTM-Mar 17

LTM Mar-18

easyGym

4.3

Pro-forma site EBITDA(1)

Gym Group

37.1

34%

4.1

Site EBITDA (£m)

LTM Mar-18 Site EBITDA margin
LTM-Mar 17

91.4

4.3

LTM Mar-18

easyGym

Gym Group

KPIs
Average gym size (sq. ft.)
Members per gym

c.20,751

c.16,500

c.4,850 (Mar-18)

5,477(2)

Source: Full Year Accounts for GYM; Management information for easyGym
(1)
Pro-forma revenue and pro-forma EBITDA include FY17 year end financials for TGG and LTM-March 18 for easyGym
(2)
TGG mature gym members. Reported easyGym members at Mar18 are actual member numbers
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Deal Rationale
Strategic Highlights
• Current business model similar to TGG in terms of customer proposition
• Geographical mix – enhances TGG’s position inside the M25
• Expected growth from acquisition driven by:
o Increase in volume in member numbers to TGG mature estate level (av. easyGym 4,850 vs TGG
5,477)
o penetration of LIVE IT. into easyGym’s members
o economies of scale from utilising TGG’s existing infrastructure
• Acquisition further underpins TGG’s aim to reach 200 sites by 2020

Financial Highlights
• Well-invested sites requiring minimal investment to rebrand compared to Lifestyle Fitness acquisition
o £0.28m of conversion capex per site, compared to Lifestyle refurbishment per site of £0.47m
o 11 sites expected to be converted to TGG brand following assignment of leases. Two sites
requiring lease extensions will have the right to continue to use easyGym brand until extension of
leases or in the case of Oxford Street for a minimum of two years
• Acquisition multiple of 5.7x LTM Mar-18 Site EBITDA (TGG forward EV/Group EBITDA multiple 9.7x(1))
• Upfront and deferred consideration deal structure ensures that TGG does not overpay for certain
assets
• The post-transaction structure will represent opening leverage of 1.2x(2) 2017 TGG EBITDA and
easyGym LTM Mar-18 combined EBITDA of £32.3m

Source: Full Year Accounts for GYM; Management information for easyGym
(1) Calculation based on TGG’s EV as at 6 June 2018 (£366m) and TGG FY18 forecast Group EBITDA of £37.6m as per Numis Equity Research
(2) Net debt calculated from a combination of TGG’s ending FY17 net debt and the incremental debt that will be drawn down following completion of the acquisition for conversion capex
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Expected Transaction Timetable

Announcement Date

Post Market 4:30pm Wednesday 13 June 2018

Structure

Accelerated bookbuild

Bookrunner

Numis Securities

Books Close

Wednesday 13 June 2018

Admission and Settlement

Monday 18 June 2018
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Outlook
• Plan to extend the new personal trainer trial to two further regions in the Summer, and will make the
decision to rollout on a phased basis across the entire estate based on the results of all the trials
• CEO succession successfully concluded and Founder Director retained
• We reiterate our guidance that (in addition to easyGym sites) we expect to open within our
expected range of 15 to 20 organic openings for the full year
• The Board is pleased with underlying business performance and expects that a combination of the
strong uptake from LIVE IT. and the acquisition will be materially earnings enhancing in 2019 and
beyond.

