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Distil reported a very positive set of financial results for the six months
ended 30 September 2018. Both revenue and the gross margin were up
strongly and effective deployment of increased advertising and promotional
expenditure has boosted sales volumes significantly. Continuing from
progress made in the last full financial year, results were driven primarily by
new listings in France and Canada and increased sales of Blackwoods Vintage
Dry Gin and RedLeg Spiced Rum reflecting the current market preference for
affordable yet high quality brands of gin and spiced rum in particular.
In the six months ended 30 September 2018, Distil reported a 42.3% increase in
revenue to £1.164m compared to £0.818m in the same period last year. The gross
margin improved from 56.1% in H1 2017 to 61.0% in H1 2018 increasing gross
profit by a creditable 54.7% to £0.71m in 2018 compared to £0.456m in 2017.
Advertising and promotional costs and administration expenditure were up on the
comparable period last year. However, advances made at the gross profit level
more than offset this and moved the company into an operating profit of £101,000
in 2018 compared to a small loss of £21,000 in 2017. The company did not pay
any corporation tax as a function of losses in previous years. Distil’s balance sheet
remains strong with cash of £0.957m; down slightly on the full year end total of
£1.03m. The company remains debt free.
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Costs increased as a function of a 56.8% uplift in brand marketing and promotion
expenditure to £0.312m and a more modest 9.7% rise in other administration
costs to £0.293m over the interim period. However, we believe that this
investment in marketing in particular paid off given that volume growth increased
sharply over the interim period. Combined case volume grew by 30.7% despite a
decline of Blavod licensed sales in Eastern Europe. This was offset by strong
performances in the retail segment from RedLeg Spiced Rum and Blackwoods Gin
in addition to new listings achieved in France and Canada.
Additional funds were deployed to develop gift packaging for RedLeg Spiced Run
and Blackwoods Gin ready for launch ahead of the Christmas trading period.
These products are also complemented by a range of miniature bottle formats in
order to continue to drive volumes and revenue in H2.
During the summer months of 2018, the unusually hot summer weather resulted
in higher than usual promotional demand spikes which Distil dealt with
effectively, maintaining supply to customers throughout and improving margins
simultaneously.
Looking ahead, Distil is focusing on several growth drivers, in particular the
Christmas period which is likely to be highly competitive as all categories of
spirit based beverages seek to regain market share from gin. With a focus on
strong consumer promotional packages and maintaining efficient and cost
effective supplier to customers and distributors, the company has ensured
that all measures planned to minimise the impact and maximise the potential
benefits of Brexit are all in place. As such, we are confident of further
progress over the second half of the financial year.
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THIS DOCUMENT IS NOT FOR PUBLICATION, DISTRIBUTION OR TRANSMISSION INTO THE UNITED STATES OF
AMERICA, JAPAN, CANADA OR AUSTRALIA.

Conflicts
This is a non-independent marketing communication under the rules of the Financial Conduct Authority (“FCA”). The
analyst who has prepared this report is aware that Turner Pope Investments (TPI) Limited (“TPI”) has a relationship with
the company covered in this report. Accordingly, the report has not been prepared in accordance with legal requirements
designed to promote the independence of investment research and is not subject to any prohibition on dealing by TPI or its
clients ahead of the dissemination of investment research.
TPI manages its conflicts in accordance with its conflict management policy. For example, TPI may provide services
(including corporate finance advice) where the flow of information is restricted by a Chinese wall. Accordingly,
information may be available to TPI that is not reflected in this document. TPI may have acted upon or used research
recommendations before they have been published.

Risk Warnings
Retail clients (as defined by the rules of the FCA) must not rely on this document.
Any opinions expressed in this document are those of TPI’s research analyst. Any forecast or valuation given in this
document is the theoretical result of a study of a range of possible outcomes and is not a forecast of a likely outcome or
share price.
The value of securities, particularly those of smaller companies, can fall as well as rise and may be subject to large and
sudden swings. In addition, the level of marketability of smaller company securities may result in significant trading
spreads and sometimes may lead to difficulties in opening and/or closing positions. Past performance is not necessarily a
guide to future performance and forecasts are not a reliable indicator of future results.
AIM is a market designed primarily for emerging or smaller companies and the rules of this market are less demanding
than those of the Official List of the UK Listing Authority; consequently AIM investments may not be suitable for some
investors. Liquidity may be lower and hence some investments may be harder to realise.

Specific disclaimers
TPI acts as broker to Distil plc (“Distil”) which is listed on the AIM Market of the London Stock (“AIM”). TPI’s private and
institutional clients may hold, subscribe for or buy or sell Distil’s securities.
This document has been produced by TPI independently of Distil. Opinions and estimates in this document are entirely
those of TPI as part of its internal research activity. TPI has no authority whatsoever to make any representation or
warranty on behalf of Distil.
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General disclaimers
This document, which presents the views of TPI’s research analyst, cannot be regarded as “investment research” in
accordance with the FCA definition. The contents are based upon sources of information believed to be reliable but no
warranty or representation, express or implied, is given as to their accuracy or completeness. Any opinion reflects TPI’s
judgement at the date of publication and neither TPI nor any of its directors or employees accepts any responsibility in
respect of the information or recommendations contained herein which, moreover, are subject to change without notice.
Any forecast or valuation given in this document is the theoretical result of a study of a range of possible outcomes and is
not a forecast of a likely outcome or share price. TPI does not undertake to provide updates to any opinions or views
expressed in this document. TPI accepts no liability whatsoever (in negligence or otherwise) for any loss howsoever arising
from any use of this document or its contents or otherwise arising in connection with this document (except in respect of
wilful default and to the extent that any such liability cannot be excluded by applicable law).
The information in this document is published solely for information purposes and is not to be construed as a solicitation
or an offer to buy or sell any securities or related financial instruments. The material contained in the document is general
information intended for recipients who understand the risks associated with equity investment in smaller companies. It
does not constitute a personal recommendation as defined by the FCA or take into account the particular investment
objectives, financial situation or needs of individual investors nor provide any indication as to whether an investment, a
course of action or the associated risks are suitable for the recipient.
This document is approved and issued by TPI for publication only to UK persons who are authorised persons under the
Financial Services and Markets Act 2000 and to professional clients, as defined by Directive 2004/39/EC as set out in the
rules of the Financial Conduct Authority. This document may not be published, distributed or transmitted to persons in the
United States of America, Japan, Canada or Australia. This document may not be copied or reproduced or re-distributed to
any other person or organisation, in whole or in part, without TPI’s prior written consent.
Copyright © 2018 Turner Pope Investments (TPI) Limited, all rights reserved.
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