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Executive Summary: 

Company Profile 

Headquartered in Toronto, Ontario, Cineplex is a Canadian leader in 
entertainment and media. The company commands almost 77% of the 
Canadian box office industry, and annually welcomes over 75 million 
guests across the country. Cineplex has taken a massive hit on the chin 
lately, with share prices trading well-below their soaring days from less 
than a year ago. Industry-wide weakness and consecutive quarterly drops 
in theatre attendance have caused skepticism on the future of the mature 
movie exhibition business, while Cineplex and its peers maintain that a 
series of Hollywood movie duds are to blame. For over five years, the 
company has also been pursuing a diversification strategy away from its 
core movie exhibition business, as it ventures into a range of areas like 
digital media and amusement & leisure complexes.  

Valuation 

Our valuation on Cineplex uses a weighted average of the discounted cash 
flow (75%) and company comparable analysis (25%) to arrive at our target 
price of $49.00 per share. We use the company’s mid-range EV/EBITA 
multiple against our forecasted 2020 EBITA and net debt for our 
comparable company analysis. Also, our discounted cash flow model is 
based on projected terminal growth rate of 1.41%, and assumes a 
weighted-average cost of capital of 4.45%. 

Investment Thesis 

We view cineplex as a superior quality company with stable earnings over 
time, and expect its box office segment to rebound over the upcoming 
year. We also predict that the recently introduced premium experience 
offerings, and amusement segments will be the drivers behind topline 
growth. Lastly, the company is heavily discounted relative to its valuation 
and continues to trade well below its 52-week high. 

Recommendation 

We issue a Buy recommendation on Cineplex with a target price of $49.00, 
and time horizon of over three years. An investment in Cineplex signifies 
a core position for the fund in a market leader with consistent dividend 
growth and potential for large capital gains over the holding period. We 
expect the company to outperform our SPTSX benchmark, and generate 
alpha for the fund. 
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Company Overview: 

Cineplex is a top-tier Canadian brand that operates in the Film 
Entertainment and Content, Amusement and Leisure, and Media sectors. 
The company welcomes over 75 million guests annually through its circuit 
of 163 theatres across the country. Cineplex also operates successful 
business in digital commerce (CineplexStore.com), food service, alternative 
programming (Cineplex Events), cinema media (Cineplex media), digital 
place-based media (Cineplex digital media), amusement solutions (Player 
One Amusement Group) and an online eSports platform for competitive 
and passionate gamers (WorldGaming.com). Additionally, Cineplex 
operates a location based entertainment business through Canada’s newest 
destination for ‘Eats & Entertainment’ (The Rec Room), and will also be 
opening new complexes specifically designed for teens and families 
(Playdium) as well as exciting new sports and entertainment venues in 
communities across the country (Topgolf). Cineplex is also a joint venture partner in SCENE, Canada’s largest entertainment loyalty 
program. 

 
Cineplex’s Corporate Strategy: 

1. Continue to enhance and expand existing infrastructure and expand Cineplex’s presence as an entertainment destination for 
Canadians in-theatre, at-home and on-the-go; 

2. Capitalize on core media strengths and infrastructure to provide continued growth of Cineplex’s media business, both inside 
and outside theatres; 

3. Develop and scale amusement and leisure concepts by extending existing 
capabilities and infrastructure; and 

4. Pursue selective acquisitions and opportunities that are strategic, 
accretive and capitalize on Cineplex’s core strengths. 

Revenue Breakdown  

Cineplex’s revenue consists of five segments: Box office, food service, media, 
amusement and leisure, and other revenue. The company is heavily reliant on 
its core movie exhibition business with box office and food service sales 
representing ~73% of revenue in Q3 2017. Media and amusement revenue are 
expected to steadily rise to ultimately make up a more significant portion of total revenue in the long-term. 

Film and Entertainment Content 

Exhibition 

Cineplex is the largest and most successful motion picture company in Canada, 
controlling ~77% of total Canadian Box Office market share. The company operates 
1,676 screens across a circuit of 163 theatres in Ontario (42%), Quebec (12%), BC 
(15%), and the rest of Canada (31%). 

Cineplex’s core movie business targets a diverse group of audience and offers a wide 
variety of theatre services. In addition to regular SD movie screening, the company’s 
premium experiences account for ~43% of total box office revenue. They include 
UltraAVX, IMAX, VIP Cinemas, D-Box, and other deluxe amenities.  

 

Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3

2015 2015 2015 2016 2016 2016 2016 2017 2017 2017

Box Office 55% 54% 50% 52% 49% 49% 48% 50% 47% 44%

Food Service 31% 32% 28% 30% 29% 29% 27% 29% 28% 29%

Media 10% 10% 14% 9% 12% 12% 14% 9% 10% 11%

Amusement 1% 1% 6% 7% 7% 7% 9% 11% 13% 13%

Other 2% 3% 3% 2% 3% 2% 3% 2% 3% 3%

Amusement
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Theatre Food Service 

Cineplex offers an extensive menu of food items ranging from traditional food items - Outtakes, Poptopia gourmet popcorn and 
YoYo’s Frozen Yogurt - to less traditional items served at licensed lounge 
services across its VIP Cinemas. In this segment, Cineplex focuses on the speed 
of service, premium promotional programs, digital menu boards and 
proprietary brands. The company has increased concessions per patron at a 
CAGR of 5.6% through 2012 into third quarter of 2017 to reach $6.01 per 
patron. 

Alternative Programming 

The company also offers alternative programming that brings exclusive and 
curated programming to local theatres through a variety of series programs and 
one-night-only events. Some of the unique content features international 

movies, World Wrestling Entertainment, in addition to a recently secured deal with the NFL to bring Sunday Night Football and the 
Super Bowl to its movie theatres.  

Digital Commerce 

As part of the business strategy to expand its presence as an entertainment 
destination for Canadians in-theatre, at-home, and on-the-go, Cineplex 
launched Cineplex.com and the Mobile App. The additions are designed to 
provide mobile ticketing and entertainment content to guests before the show. 
Some other services include the SuperTicket, an option to purchase a movie 
and pre-order digital download at the same time as purchasing the cinema 
tickets. The company also launched the Cineplex store five years ago, an 
alternative destination for Canadians to buy or rent digital movies with 8,100 
titles available for on-demand streaming or download offline viewing. 

Media 

Cinema Media 

Cineplex media offers a wide range of media options for clients both in-
theatre and externally, including show time, pre-show, TimePlay, 
cineplex.com and mobile, Cineplex Magazine and Le magazine 
Cineplex, Tims TV, ONroute service centres, shopping malls, concourse 
networks and special media, such as IMZs and digital poster cases. The 
company also has a naming rights media commitment and partnership 
with the Bank of Nova Scotia, which includes a total of 10 Scotiabank 
Theatres across eight provinces so far. 

 

Digital Place-Based Media 

Cineplex’s digital place-based media business incorporates indoor digital signage 
networks on both the path to purchase (including shopping malls and office complexes) 
and at the point of purchase (focusing on three sectors: quick service restaurant, 
financial and retail) across North America. Revenue is generated through new project 
installations, advertising and digital services, including creative, network management, 
and software. 
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Amusement and Leisure 

Amusement Solutions 

As the top amusement gaming and vending equipment company in Canada and one of the largest in North America, Player One 
Amusement Group (“P1AG”) owns and operates amusement companies and assets including Cineplex 
Starburst Inc (“CSI”), Brady Starburst, Premier Amusements, Tricorp, SAW, and Dandy Corporation. The 
company’s core operations revolve around selling, distributing, operating and servicing new and used 
amusement equipment, and revenue sharing initiatives for large commercial enterprises, self-operating 
businesses and residential locations. P1AG has over 31,400 pieces of equipment across 3,450 served 
locations.  

Location Based Entertainment 

In September 2016, Cineplex celebrated the opening of the very first location of The 
Rec Room in South Edmonton, Alberta. The Rec Room offers guests ‘Eats and 
Entertainment’ with Canadian-inspired dining, exciting live entertainment, and 
amusement gaming experiences-all under one roof. In 2017, Cineplex completed the 
opening of new locations in Toronto, Calgary, and Edmonton, and expects to continue 
to move forward with plans to launch 10-15 locations in the next few years.  

Additionally, Cineplex plans to lunch the first of 10-15 Playdium locations targeting 
families and teens in mid-market communities across Canada in early 2018. Playdium 
locations will range between 30,000-35,000 square feet, with locations customized 
for each community and featuring a selection of video and redemption games, unique interactive experiences, bowling, rope 
courses and laser tag.  

Cineplex has also signed an exclusive partnership deal to open multiple Topgolf entertainment complexes across the county over 
the next several years. Topgolf combines a driving range with other games and entertainment options including point-scoring golf 
games that feature microchipped balls.  

eSports 

Cineplex’s eSports offerings include WorldGaming Network (“WGN”) and platform, which provides online videogame tournaments 
and programming from a broad-based community. It also serves as the line qualifying mechanism for large scale eSports 
tournaments that culminate as ‘live’ championship events, within Cineplex theatres across Canada. WGN also owns and operates 
the Collegiate Starleague (“SCL”), the largest organizer of campus eSports leagues and events, with over 900 colleges and 
universities in the US and Canada.  

Revenue in this area of the business is generated through the sale of sponsorship and advertising relating to eSports events, as well 
as through entry fees for select online video games and ticket sales for spectators at in-theatres tournaments. Cineplex views 
eSports as a strong growth opportunity for the company as it looks to extend the platform and business model to new geographies 
through existing relationships with global peers and partners 

Loyalty 

Cineplex is a joint venture partner in SCENE, Canada’s largest entertainment program. It 
is estimated that every one in five Canadians are SCENE members and approximately 45% 
of households in Canada contain at least one SCENE member. The program offers guests 
with discounts and promotional opportunities to several activities including movies and 
dining (Cineplex, Milestones, Swiss Chalet, and more). It is designed to provide greater 
connectivity to guests, helping Cineplex to better understand and communicate with 
them. The company is continuously growing and developing the program as it closes in on 
10 million members, and most recently launched the SCENE Mobile App in summer 2017.  
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Industry Overview 

Film and Entertainment Content 

Is Cinema Dying? A slow attendance year for movie exhibitors has left many 
analysts and financial media outlets calling for the death of the industry at the 
hands of premium video-on-demand services, such as Netflix and Hulu. One 
argument is that potential moviegoing millennials are less willing to ditch their 
increasingly high-quality entertainment at home for the expensive and 
inconvenient movie theatres. They also believe that premium video-on-demand 
services will cause the exhibitors to lose their monopoly on new release movies, 

as major studios start cutting out the 
theatre chains from their business by 
offering their new release films directly 
to movie audience via online distributors.  

On the other hand, cord-cutting millennials may enjoy premium video-on-demand services 
like Netflix and Hulu, but that does not necessarily spell the end for the exhibition industry. 
Moviegoing is viewed as an “experience” and continues to draw more people than all 
theme parks and major U.S. sports combined with more than two-thirds (71%) of the 
U.S./Canada population aged two or older 

(246 million people) having gone to a movie at the cinema at least once in 2016. 
Moviegoers continue to view the cinemas as an experience, and will pay top dollar 
for memorable events. Additionally, the movie industry maintains a loyal customer 
base with over 48% of U.S./Canada movie tickets being sold to frequent goers who 
attend theatres once a month or more. In terms of millennial support, the group 
makes up the largest guest group relative to their size. Also, over 84% of 
moviegoers and 88% of frequent moviegoers own a technology product capable of 
streaming entertainment content, and have yet to ditch the movies for such 
alternatives. In fact, that percentage of moviegoers with smartphone products in 
the U.S./Canada is higher than that of the average person. 

Movie Theatres’ ability to operate successfully depends upon the availability, 
diversity and appeal of filmed content, their ability to license films and the 
performance of these films amongst viewers. Movie exhibitors primarily license 
first-run films, the success of which is dependent upon their quality, as well as on 
the marketing efforts of film studios and distributors.  

Nonetheless, cinemas are highly dependent on film product and film 
performance, including the number and success of blockbuster films. A reduction 
in quality or quantity of both 2D and 3D film product, any disruption in the 

production or release of films, the introduction of new delivery platforms for first run product, a strike or threat of a strike in film 
production, a reduction in the marketing efforts of film studios and distributors or a significant change in film release patterns, 
would have a negative effect on film attendance and adversely affect their business and results of operations. 

Box office revenues depend upon movie production and movie theatres’ relationship with film distributors, including a number of 
major Hollywood and Canadian distributors. They continue to compete with other consumption platforms, including cable, satellite 
television, DVDs and Blurays, as well as DTO, VoD, subscription video on demand (“SVOD”) and other over the top operators via the 
Internet. The release date of a film in other channels of distribution such as DVD, over the top internet streaming, pay television 
and SVOD is at the discretion of each distributor and day and date release or earlier release windows for these or new alternative 
channels including the potential premium video on demand (“PVOD”) models could have a negative impact on cinemas’s business. 
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Media 

According to PwC’s Entertainment & Media Outlook Report, cinema advertising in the US is predicted to grow at a CAGR of 2.4% 
through 2021.  As one of the smallest medium of advertising tools, cinema advertising revenues are expected to continue to be 
dwarfed by box office revenues, which will grow at a 1.2% annual clip from 2016 through 2021. This percentage remains larger than 
TV advertising revenue that is expected to grow at a compound annual rate of 1.3%, a low forecast caused by a declining TV viewing, 
a trend exacerbated by youth and thus expected to continue if not pick up in the years to come. 

Out-of-home (OOH) advertising has the strongest prognosis of the 
traditional media types with ad revenues predicted to grow at a CAGR of 
3.7%, with digital expected to grow at a compound annual rate of 8.1% 
bringing it to from 39.4% share of total OOH ad revenues this year to 
46.5%. Moreover, a rapidly changing advertising landscape is caused by 
the disruption and decline of television, mobile opportunities and the 
rapidly growing focus on programmatic buying (DPAA, 2015). In one recent 
survey, just over one-half (49%) of media planners voted that they do not 
expect TV advertising to be as effective in three years, and plan to increase 
media budgets for other screens: mobile (+86%), online (+67%), and DPB 
(+34%). It is expected the digital place-based media is regarded as part of 

the “Video Everywhere” integrated multi-screen campaign, as mobile and DPB continue to be viewed as complements to each other. 
Another advantage to DPB media is that it is typically situated in environments where audiences welcome, if not seek, to be advised, 
educated and even sold to, and its programming does not interrupt but complement viewers’ activities.   

Amusement and Leisure 

The amusement and leisure segment has performed very well over the 
last few years. This is evident in the performance of the amusement 
solutions and entertainment complex operator Dave & Buster, which saw 
revenue increase from $635M in 2014 to $1.01B in 2017, a CAGR of over 
15%.  

As for the e-sport segment, it is expected to grow exponentially to 
$US874M by 2021, from just US$42M in 2012. This demonstrates the 
tremendous speeding of development for the industry, which has seen 
strong growth over the historic period as interested rises worldwide, 
tournaments and leagues become more sophisticated and other 

development money 
pours into the discipline. 

Additionally, e-sports streaming sites are increasingly facing competition from 
broadcasters worldwide who have lately realized the appealing demographic of 
e-sports fans. With that, they also face a competitive threat from ad blocking. 
However, as increasing numbers of viewers use the sites and bids to prevent ad 
blockers become more sophisticated, e-sports streaming advertising revenue 
can be expected to see growth at a fast pace – exceeding that of video internet 
advertising revenue as a whole.  
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Competitive Overview 

Industry Rivalry – Low 

• In Canada, Cineplex owns 78% market share in the film industry with their 

other competitors, Landmark and Guzzo owning just under 10% and 

Rainbow and Imagine Cinemas owning just over 2% 

• It is certain that Cineplex will continue to maintain a stronghold on the 

film industry in Canada as their record of accomplishment over recent 

years certainly supports this claim 

• In regards to the amusement and leisure industry, as Cineplex continues 

to diversify their business and grow this segment of their company, 

potential competitors arise 

• Dave & Busters will directly be competing with the Rec Room as they both 

feature the concept of restaurant and bar areas, accompanied with various interactive arcade games 

• In addition, Playdium and Player One Amusement Group will also be indirectly competing with Dave & Busters as well as other 

entertainment complex’s including bars, nightclubs, sporting facilities and live-entertainment. 

• We believe that as Cineplex continues to acquire companies like Dandy Amusements and Tricorp Amusements in addition to 

the recent joint venture with Topgolf, it only enhances this company’s strength within this industry 

Threat of Substitutes – High  

• There are many substitutes within this industry as preferences of individuals vary with age, ethnicity, location and friends 

• In our current society consumers are left with countless options regarding what they want to do on a Friday or Saturday night 

which is why it is difficult for Cineplex to attract a steady flow of consumers to their venues 

• Specifically, the amusement and leisure industry, the growing trend for young adults is to attend nightclubs and bars or 

participate in live entertainment  

• Within the film industry, consumers are now able to stream movies and TV shows online, or purchase subscriptions to 

applications including CraveTV or Netflix 

Bargaining power of buyers – High 

• Availability of substitutes makes bargaining power of consumers increase 

• Consumers have a wide variety of selection of programming and additional sources of entertainment  

Bargaining power of suppliers – Low 

• There are few buyers within the industry 

• Industry has seen an increase in number of suppliers as a result of increased outsourcing  

• This strategy lowers bargaining power of suppliers 

Barriers to Entry – High 

• Established companies like Cineplex with significant presence in the industry create a high barrier to entry  

• Production costs and capital requirements to produce and distribute films through theatres also creates a high barrier to 

entry 
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SWOT Analysis: 

Strengths  

Cineplex is the largest company within the film industry in Canada. The company benefits greatly from its diversification into three 

different segments as this allow them to target a wide range of consumers. Cineplex offers the greatest premium offerings in the 

business as their strategy to sell consumers on the experience in addition to the movie itself is proving to be beneficial to the 

company. Cineplex is the leading force behind this industry in Canada as they remain a superior quality company with stable and 

consistent earnings growth over time.  

Weaknesses 

Cineplex has been heavily reliant on the success of top box office films as in 2016 just over 76% of their total revenues came from 

film and entertainment. We see this as an area of concern moving forward as their sales have been extremely inconsistent and 

seasonal. Cineplex is working on growing their company and diversifying away from relying so heavily on box office sales. Their 

plan for the future is to rely evenly on each of the three aspects of their business to ensure more predictability and constancy 

moving forward. 

Being in the entertainment industry a huge factor of your success is the disposable income of consumers. Canadian consumers are 

highly levered and higher interest costs will negatively affect disposable income availability in this country. This has the potential 

to decrease household expenditures toward recreation and more specifically the entertainment business. 

Opportunities 

The growing interest for premium experiences presents an opportunity for Cineplex as they continue to restructure their theatres 

to create a more comfortable and engaging experience. Cineplex intends to integrate more premium experiences into existing 

theatres as well as expand into providing these experiences for theatres without them. The demand for amusement accompanied 

with the strong desire for engaging entertainment also presents an opportunity for cineplex as they continue to pursue 

acquisitions within this industry. We view this as a great opportunity for the company to grow and increase their presence in the 

amusement and gaming industry. 

Threats 

The recent growth of Netflix and CraveTv and other services have posed a threat to Cineplex as consumers are able to watch box 

office movies at home or online opposed to attending the theatre.  

 

 

 

 

 

 

 

 



   

 

Management Overview 

Ellis Jacob, FCPA, FCA, FCMA, is the current President and Chief Executive Officer and has held this position of the Cineplex since 

2004. He has twenty-seven years of working in the motion picture exhibition industry. Mr. Jacob has an extensive variety of 

experience in many different executive positions in many other motion picture exhibition companies. Mr. Jacob is also on the board 

of directors of Cineplex, along with the Film Festival Group, Movie Theatres Association of Canada and the National Association of 

Theater Owners. Mr. Jacob was recognized as Canada’s Most Innovative CEO by Canadian Business, and in 2014, was recognized as 

Canada’s Most Admired CEO by Waterstone Human Capital.     

Dan McGrath, CPA, CA, is the current Chief Operating Officer 

after being the Executive Vice President of Galaxy in 2011. Mr. 

McGrath has held various financial and operational roles from 

1987 until present. He is on the board of directors for Scene LP, 

the Movie Theatre Association of Canada, Covenant House and 

Canada’s Walk of Fame.   

Gord Nelson, CPA, CA, is the current Chief Financial Officer of 

Cineplex and has been with Cineplex Entertainment since 1988. 

Mr. Nelson is a member of the Finance and Audit Committee of 

the Baycrest Centre for Geriatric Care. Mr. Nelson was named 

Canada’s CFO of the Year for 2016.  

The Board of Directors of Cineplex fabricate a very unique and 

diverse board that advise Cineplex on many management decisions. The Board of Directors include but is not limited to Ian 

Greenberg (Chair) who is the CEO and President of Astral Media, Jordan Banks who is Managing Director of Facebook and Instagram 

Canada, Robert Bruce who is the CEO and Founding Partner of Mobile Klinik, Joan Dea who was the former EVP of BMO Financial 

Group, Janice who retired as CAO and CFO of Royal Bank of Canada in 2017, and Sarabjit Marwah who retired as Vice-Chairman and 

COO of Scotiabank. All Board of Directors have been awarded with prestigious titles and have graduated from Ivey league schools. 

The top ten largest shareholders of Cineplex are comprised of asset managers and investment companies. In the past year, 1832 

Asset Management, Mawer Investment Management Ltd, and Vanguard Group Inc reduced their holdings in Cineplex by 57,000, 

69,100, and 36,532, respectively. Alternatively, QV Investors Inc and ATB Investment Management have increased their holdings by 

56,100 and 15,640, respectively. 

 

 

Rank Name Shares Held % Owned

1 TD Asset Management Inc 3,439,966 5.41%

2 BMO Asset Management Inc 2,061,390 3.26%

3 1832 Asset Management L.P 1,915,321 3.01%

4 QV Investors Inc 1,789,764 2.82%

5 RBC Global Asset Management Inc 1,485,544 2.34%

6 The Empire Life Insurance Co 1,353,174 2.13%

7 Vanguard Group Inc 1,305,536 2.06%

8 Mawer Investment Management Ltd 1,287,549 2.03%

9 CIBC Asset Management Inc 916,733 1.45%

10 ATB Investment Management 846,888 1.34%
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patron

Guest sevice

Other operaing expenses per patron

Total Other Revenue

Film measures



   

 

Quantitative Analysis 

Discounted Cash Flow Analysis 
 
For box office revenue segment, attendance is projected to grow at 1.2% through 2021, consistent with future outlook for the 
indudstry. We forecast a projected growth of 2% and 5% for Box Office Revenue Per Patron (BPP) and Concessions Per Patron (CPP), 
respectively, an average of historical growth over the past five years. 
 
For media revenue segment, a growth are of 2.8% was dervied by using the weighted average growth rates for industry growth. In 
the case of cinema media, forecasted growth rate was 2.4%, while the growth rate for OOH media was 3.7%. The revenue split is 
approximately 70% in cinema media and 30% in digital media. 
 
For the amusement segement, we projected a higher growth rate of 6% through 2021. While other revenue is projected at a 
conservative 10,000 per quarter for a total of 40,000 annual revenue, an estimation that is in-line with historical performance.  

 

 

 

 

 

Cost of Capital Assumptions

Terminal Growth rate 1.41%

Cost of debt 3.50%

Tax Rate 25.00%

After-tax cost of debt 2.63%

Risk free rate 2.10%

Beta 0.42

Market risk premium 8.00%

Cost of equity 5.46%

WACC 4.45%

Capital Weights %

Debt to Total Capital 35.62

Equity to Total Capital 64.38

Fiscal year 2017P 2018P 2019P 2020P 2021P

Fiscal year end date Units 2017-12-31 2018-12-31 2019-12-31 2020-12-31 2021-12-31

Revenue $000s 1,543,774        1,600,820    1,668,156    1,738,855    1,813,104    

Growth, YoY 4% 4% 4% 4%

EBIT $000s 110,982            204,331       220,555       233,320       246,880       

EBIT Margin % 7% 13% 13% 13% 14%

EBITDA $000s 244,210            304,939       320,979       337,967       355,962       

EBITDA Margin % 16% 19% 19% 19% 20%

Taxes 22,198              46,952          51,350          54,772          58,405          

Tax Rate % 23% 25% 25% 25% 25%

D&A $000s 133,227            100,609       100,423       104,648       109,083       

Change in Working Capital $000s (1,208)              (48,424)       (7,145)         (7,428)         (7,725)         

Other OCF $000s (14,426)           (57,432)       (8,031)         (8,432)         (8,856)         

Capital Expenditure $000s 197,932            58,188          113,982       118,984       124,243       

Free Cash Flow 8,446                93,942          140,470       148,350       156,733       

Terminal Value 3,886,139    

PV of Cash Flows 8,086                86,108          123,270       124,638       3,251,953    

Fair value per share

Net Present Value 3,594,055

Net Debt 470,000

Equity Value 3,124,055

Diluted Shares 63,611

Equity value per share 49.11

Closing price (as at December 20, 2017) 38.61

Market premium / (discount) to fair value (27.2%)



   

 

Comparable Company Analysis 

 

 

 

Share Market Cap Dividend Net Debt/ EBITDA Trailing EV/ EV/EBITDA EPS P/E

Ticker Curr. Price (C$mm) Yield EBITDA Margin EBITDA 2017E 2018E FTM Current 2018E Current 2018E FTM

Cineplex Inc CGX CAD 38.81 2,466.1         4.33 2.4x 15.14   17.0x 12.3x 10.7x 7.9x 1.26      1.49         33.0x 26.0x 29.3x

Average 4.33 2.4x 15.14   17.0x 12.3x 10.7x 7.9x 1.26      1.49         33.0x 26.0x 29.3x

U.S. Film Exhibitors

Cinemark Holdings CNK USD 35.87 5,281.9         3.23 2.3x 21.86   9.3x 8.0x 7.5x 7.9x 2.19      2.24         14.5x 16.0x 16.2x

Regal Entertainment RGC USD 16.26 3,228.2         5.41 3.8x 18.15   9.3x 7.8x 7.5x 6.6x 1.09      1.03         14.7x 15.8x 15.8x

AMC Entertainment Holdings AMC USD 14.15 2,341.9         5.65 8.9x 12.83   14.5x 7.8x 7.3x 6.4x 1.13      0.39         15.8x 36.7x 59.0x

Reading International RDI USD 15.95 478.9             N/A 3.0x 13.85   12.7x 9.2x 9.6x N/A 0.40      0.65         24.2x 24.5x 27.5x

Average 4.77 4.5x 16.67   11.4x 8.2x 8.0x 7.0x 1.20      1.08         17.3x 23.2x 29.6x

International Film Exhibitors

Cineworld CINE GBp 665.5 3,042.0         2.98 1.7x 21.73   11.8x 10.7x 10.0x 10.6x 0.31      0.42         18.2x 16.0x N/A

Kinepolis Group NV KIN EUR 56.98 2,315.4         1.53 2.0x 28.48   15.9x 16.2x 14.0x 12.2x 1.75      2.19         37.1x 26.0x N/A

Average 2.25 1.8x 25.11   13.9x 13.5x 12.0x 11.4x 1.03      1.30         27.7x 21.0x N/A

Film Rental/VOD

Netflix Inc NFLX USD 192.47 105,300.7     N/A 3.9x 7.48     100.2x 80.2x 45.3x 58.5x 0.44      2.49         194.4x 77.3x 81.1x

Average N/A 3.9x 7.48     100.2x 80.2x 45.3x 58.5x 0.44      2.49         194.4x 77.3x 81.1x

Film Advertising

National Cinemedia NCMI USD 7.04 689.9             12.50 4.5x 44.96   8.8x 8.5x 8.2x 7.9x 0.42      0.38         17.4x 18.3x 19.9x

Average 12.50 4.5x 44.96   8.8x 8.5x 8.2x 7.9x 0.42      0.38         17.4x 18.3x 19.9x

Other Film Related

IMAX IMAX USD 20.95 1,714.3         N/A -1.7x 22.27   17.5x 11.9x 9.1x 10.3x 0.43      0.93         48.6x 22.6x 26.3x

Average N/A -1.7x 22.27   17.5x 11.9x 9.1x 10.3x 0.43      0.93         48.6x 22.6x 26.3x

Entertainment QSRs

Buffalo Wild Wings Inc BWLD USD 106.05 2,078.3         N/A 1.6x 12.43   9.5x 7.8x 7.4x 7.7x 5.14      5.49         25.3x 19.3x 20.9x

Dave & Buster's Entertainment PLAY USD 48.54 2,522.3         N/A 1.1x 24.14   10.7x 8.0x 7.4x 9.6x 2.16      2.88         18.4x 16.9x 18.1x

Average N/A 1.4x 18.28   10.1x 7.9x 7.4x 8.7x 3.65      4.18         21.9x 18.1x 19.5x

Other Canadian High Yield

North West Co. Inc NWC CAD 30.54 1,486.7         4.19 N/A N/A N/A 9.6x 8.6x 8.1x 1.59      1.95         20.2x 15.7x 17.1x

Premium Brand Holdings Corp PBH CAD 104.04 3,114.1         1.61 2.4x 8.84     17.5x 17.4x 14.7x 13.7x 2.39      4.34         41.5x 24.0x 27.9x

Rogers Sugar Inc RSI CAD 6.29 665.0             5.72 3.2x 10.48   11.9x 10.2x 8.4x 9.7x 0.70      0.54         18.0x 11.6x 11.8x

Pizza Pizza Royalty Corp PZA CAD 17.08 420.5             5.01 N/A N/A N/A 12.9x 12.5x 15.4x 0.86      0.95         19.6x 18.0x N/A

Average 4.13 2.8x 9.66     14.7x 12.5x 11.0x 11.7x 1.38      1.94         24.8x 17.3x 18.9x

Total Average 4.74 2.8x 18.76   19.0x 14.9x 11.8x 12.8x 1.39      1.77         35.1x 24.0x 28.5x

EV/EBITDA Multiple

Base Bear

Case Case

Forecast EBITDA for 12 months ended December 31, 2020 $338.0M $195.1M

EV/EBITDA Forecast Mid Range 11.0x 11.0x

Enterprise Value $3,718M $2,146M

Less: Forecast Net Debt, December 31, 2020 $472.99 $472.99

Equity Value $3,244.64 $1,672.83

Shares Outstanding 63.61M 63.61M

Implied Equity Value per Share $51.01 $26.30



   

 

Analyst Targets 

Analyst consensus is overall bullish on CGX, with an average price target of $45.28/share. Amongst the surveyed analysts, there 
are currently 6 Buy, 1 Overweight, 2 Hold and 0 Sell recommendations on the stock. We feel that our valuation implies a fair price 
target, as we continue to monitor the stock’s performance. 
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