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PLBY’s Distressed Valuation Disconnected 
from Asset Base & Profitable Royalty 
Business; Base Case Price Target of $5.34
July 2023
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Although current valuation implies deep distress, we see bankruptcy as
unlikely given the current state of PLBY’s financials, their assets currently
being shopped, their latest credit amendment, and their ownership
structure.

We see three likely scenarios given the underlying facts:

• A Bear Case ($3.05) that acknowledges the risk of a take-private from
current depressed levels. Chairman Suhail Rizvi has effective ownership
of 29.98% of shares outstanding and we expect he would counter any
hostile offers & could take PLBY back private for a second time – as soon
as 2H23. A sale of the company to a strategic buyer is also possible.

• A Base Case ($5.34) that anticipates completion of the announced non-
core asset sales & restructuring at our base case estimates. Our base
case does not contemplate any value from PLBY’s creator platform,
which would be shuttered by year end, with the remaining Playboy
licensing business sold off, subscale for public markets.

• A Bull Case ($11.11) based on achieving the necessary scale for operating
pro-forma profitability before year end in their Playboy creator platform,
bull case valuations for their non-core asset sales, and retention of the
profitable, capital light Playboy licensing/joint ventures (JVs) and creator
platform.

VALUATION

PLBY GROUP INC (PLBY)
PRICE TARGET

PLBY Group closed on July 21st, 2023 at $1.71, down more than 97% from an
all-time high close of $59.60 two years ago on May 4, 2021. While a recent
narrative is that the company may enter bankruptcy, we believe that the
market is missing the impacts of their recently announced restructuring
and strategic shift to a capital-light operating model.

We believe that from current prices, the irreplicable global Playboy brand &
basket of assets have significant upside which we expect to be unlocked
through their already announced asset sales, executing on their creator
platform initiative, or, least favorably for long-term investors, a liquidating
transaction within 6-12 months.

BUY

$1.71

$126M

$3.05

$5.34

$11.11

FULL-DISCLOSURE MODEL
DO YOUR OWN DUE DILIGENCE

1 Prior day market close

Don’t just trust Wall Street. 
Download our interactive creator 
model (.xls) and perform your own 
analysis.

Playboy Bunny Megan Marx as featured on the Creator Platform, April 19, 2023
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PLBY Group , Inc (PLBY) Valuation

Bear Case: Operating results continue 
deteriorating throughout 2023. Loss-making 
creator platform is shuttered in 2H23. 
Management sells non-core assets at low end 
valuations with Rizvi or another buyer taking 
the licensing/JV business private.
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Our downside scenario assumes failure of their creator platform growth
initiative coupled with poor non-core asset sale proceeds. The company’s
cost cutting proves to be insufficient & the remaining business finds itself too
small for public markets (~$80M pro-forma annual revenue ex. Honey
Birdette&Lovers).

In this case, we consider the likeliest outcome to be a takeout by the
controlling shareholder, Suhail Rizvi, or a strategic buyer, such as
Authentic Brands Group. Rizvi is chairman of the board, has an investor
rights agreement, and after oversubscribing to the subscription rights
offering in February 2022 now owns 29.98% of shares outstanding with his
affiliates plus those of the CEO.

Given that there were ~$100M in total subscription indications in the rights
offering, Rizvi, among others, clearly saw attractive returns on capital from an
implied ~$370M enterprise value.

The timeframe for this scenario sees all of PLBY formally put up for sale as
soon as next quarter.

OUR TAKE

• Rizvi's oversubscription to the rights offering implies a view that the asset
base represents an attractive forward return from $2.56/sh. Shares now
trade at a ~35% discount to that level.

• We do not believe Rizvi will pursue this course of action.
• We further believe Rizvi would counter any competing offer, to a

point. While no other 13D filer exists at this point, any activist involvement
represents an upside risk to our bear case price level.

• Under this scenario current valuation presents upside of ~85%.
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Our base scenario assumes that PLBY concludes 2023 with a
streamlined balance sheet, having raised additional cash through the sale
of Honey Birdette for ~$180M, Lovers for ~$12.5M, and the artwork
collection for ~$17.5M.

In this scenario, their creator platform is closed by year end and no longer
consuming cash. Given that CEO Ben Kohn’s KPIs are now solely based on
the creator platform, we believe that Kohn would no longer be CEO in this
scenario. Given dissatisfaction with Kohn among investors, we believe this
would be bullish for the stock.

Additionally, we see their recently finalized China JV making further progress
on renegotiated licensing agreements (accepting lower minimum guarantees
more than offset by higher percent of sales royalties), growing Playboy's
Douyin (TikTok of China) presence, and driving mid-single digit revenue
growth.

PLBY Group , Inc (PLBY) Valuation

Base Case: PLBY completes non-core asset 
sales, sees favorable results from China JV, and 
shutters creator platform by year end. The 
Playboy licensing business is also sold.

Despite identifying $22M in overhead cost cuts for 2023 forward, the
remaining Playboy licensing/JV business would be too small to remain public
on a standalone basis.

We believe the remaining Playboy business would be sold to the highest
bidder, fetching $337.5M at our midpoint, with an announcement that
business is also for sale as soon as next quarter .

OUR TAKE

• Although we believe this case is more likely than the bear scenario, the
upside in this scenario is capped by the failure of their creator platform
and realized sales proceeds.

• Outcomes in this case hinge widely on the Honey Birdette transaction
price; we see 8x estimated $22.5M LTM EBITDA, or ~$180M, as a
reasonable base valuation for the luxury lingerie brand.

• Price paid for the remaining Playboy licensing business is another key
variable; our base case assumes $337.5M, with no consideration for the
NOLs, see the ensuing asset valuation deck for detail.
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Based in Shanghai, this new team will
focus on reinvigorating all aspects of the
China-market Playboy apparel business,
including online and offline retail
strategies, product design and
assortment, and brand marketing to its
multi-generational audience.
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When It Comes To Playboy In China, Sex Doesn’t Sell —
The Bunny Logo Does, February 1, 2023 – JING DAILY
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In our bull case, management successfully exits non-core assets at favorable
valuations while PLBY’s nascent creator platform grows enough to reach
breakeven (~$45M run-rate gross merchandising value [RR GMV]) before year
end. Based on our growth forecast RR GMV reaches ~$70M by year end 2023
(YE23), ~$190M by YE24, and ~$330M by YE25. Utilizing exit EBIT multiples
discounted back under these assumptions, the creator platform is
today worth nearly as much as the entire current enterprise value of ~$295M
(see our model for further detail).

Stats shared by management as of early May include the mix of creator
revenues across messaging (60%), subscriptions (15%), a la carte content (15%),
& live stream tips (10%). 2.2k active creators and 1.9M users, reflecting a ~5%
weekly CAGR since their initial early March disclosure of 1.5k creators.

PLBY Group , Inc (PLBY) Valuation

Bull Case: A rabbit is pulled out of their hat: 
Playboy’s OnlyFans competitor sees significant 
growth and non-core asset sales are successful.

PLBY's Chinese JV’s economics highlight the upside opportunity that exists
from China reopening & continued growth beyond their legacy low take rate
licensing approach in that market.

This scenario sees the company begin to spin the high margin, negative working
capital intensity flywheel that their global brand & presence enables. With the
creator economy exceeding $100B in 2022 and growing rapidly, and Playboy
holding a unique brand advantage in the creator space, this scenario is not
priced by the market today.

OUR TAKE

• While we recognize the creator platform merits continued investment in the
very near term and, alongside other retail investors, are actively monitoring
its progress, this case is unlikely to be achieved with legacy management
given their track record of operational & capital allocation failures.

• Should creator trends accelerate over 2023, a revived share price would
yield greater flexibility & optionality to address the debt covenants by
1Q2025.

• Fung JV upside being priced in by the market would further support
valuation.

• We do not believe Ben Kohn’s leadership can achieve this. A replacement
is likely required to achieve this scenario..
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PLAYBOY Creator Platform Growth Projection as seen in the PLBYdd.com full-disclosure model
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