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Commercial Property Thoughts ahead of market updates on Wednesday 10th of February 
 

Both IRES (FY15 results) and HBRN (Q3IMS) are due to release updates on February 10th. 

For IRES we are forecasting FY15 NAV of 107c per share, a 6% increase on the end June 

figure of 101c. Following a significant period of investment in 2014 and H1’15 we expect 

rental income to step up from €9.8m (for the period July 2013 to the end of December 2014) 

to €25m for the 12 months to the end of 2015. We expect a €40.5m revaluation gain for 

FY15 having already delivered €10.1m in H1. After a disappointing 2% NAV uplift in H1, 

impacted by acquisition costs, capital raising costs and weaker than expected valuations, we 

expect the resolution of rent control negotiations and significant rental growth in the period 

to drive higher valuations.  

 

Since its last update IRES has added the Tallaght Cross and Bessboro developments to its 

portfolio. An update on its development plans would be welcome given that management 

previously indicated it is exploring its options at Grande Central (GC) and Beacon South 

Quarter (BSQ), which we have already factored into our forecasts. In addition, with c. €70m 

capacity remaining (assuming €130m development cost for GS and BSQ) we expect an 

update on its pipeline and current view on the market. Our view on IRES remains unchanged 

and we expect to see limited NAV growth across the portfolio while the rent control measures 

are in place. This will be largely offset by its development pipeline. In addition, the new 

apartment standards, which are expected to reduce build costs by up to 30%, are also 

supportive. Finally, it is worth noting that based on our analysis, IRES is likely to qualify for 

EPRA inclusion in the next review (March), which will be helpful for increasing the potential 

investor base. 

 

Hibernia will not provide any update on its valuations (valuations are on bi-annual basis) 

with the focus likely to centre on its pipeline of acquisitions and progress on its development 

projects. We updated our forecasts to include the near term development projects at 

Windmill Lane and 1-6 Sir John Rogerson’s Quay. However, we do not include the 

development project at Harcourt Square, which we estimate could add 10c to NAV. Any 

update on progress here and negotiations with the tenant will be welcome. 

 

Among the REITs our preference is for commercial exposure over residential, 

reinforced by the recent introduction of rent controls in the residential sector, 

which are likely to limit NAV progression over the medium term. In the residential 

market we favour exposure to developers and specifically Cairn Homes, which has 

acquired a 10-12 year land bank (including c. 20% of the zoned land in Dublin) 

over the last number of months and now has the capital, skills and land to deliver 

into an undersupplied market. In the commercial market, Hibernia REIT is our top 

pick as it offers direct exposure to Dublin CBD office and offers the strongest NAV 

growth over the next 3 years.  
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Economic View Improving house building trends insufficient to meet demand 
 

The latest statistics from the Department of the Environment, released yesterday, show a 

further improvement in house completions and commencements at the end of 2015. On the 

former, there were a total of 1,352 completions in December, bringing the total for the year 

to 12,666, an increase of 15% yoy and in line with our forecasts. Encouragingly, the run rate 

improved in the past 2 quarters (+11% yoy in Q3, +16% yoy in Q4). On a regional basis 

4,585 or 36% of these were in the Greater Dublin Area (GDA). 

 

Housing Commencements also improved at the end of last year. December saw 364 

commencement notices bringing the total for 2015 to 8,102, an increase of 5% over 2014.  

This is similar to the 4.9% yoy growth seen in the year to November which followed 10 

months of yoy contraction as the distortion caused by tightening building regulations in early 

2014 washed through. Within the total, 39% are "one-offs", a reduction from 47% in 2014. 

The GDA accounted for 58% of commencements in 2015. 

 

While the improving trends are welcome, they remain insufficient to meet our 

medium term requirement of c.30k house per annum meaning that the current 

short supply is set to deteriorate.  
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US Building Materials Strong finish to 2015 and outlook for 2016 encouraging 
 

Yesterday, Vulcan Materials and Cemex reported Q4 results comfortably ahead of 

expectations, with EBITDA 12% and 9% ahead of respective consensus. A key driver behind 

the excellent performance has been the strong operating leverage, with Vulcan Materials 

reporting an 89% drop-through in its aggregates business, while Cemex’s US business 

achieved over 50%. Of particular note was favourable pricing, despite declining unit costs. At 

the end of yesterday’s close, the share prices of Vulcan Materials and Cemex were up 6.5% 

and 12% respectively. In additional, Fastenal’s (peer of Wolseley) share price was up 10%, 

on the back of a return to top-line growth in January. 

 

There was very little additional information on the conference calls, and unsurprisingly, given 

the good results, the overall tone was upbeat. The 2016 demand outlook for the US is 

supported by the residential sector (double-digit growth) and public sector (mid-single digit 

growth in highways) with the visibility improving following the approval of the Highways Bill, 

albeit increased highway spending is likely to be weighted towards H216. Encouragingly, 

while there has been mixed data from some of the leading indicators for the non-residential 

sector, this was not apparent in any of the results reported yesterday. 

 

Overall, the results and in particular the outlook statements for 2016 from 

yesterday’s releases should help dampen investor concerns over the near-term 

outlook for the US construction market. Underlying volume and pricing trends in 

aggregates finished strongly in Q4 are set to remain positive in 2016. This bodes 

well for CRH and HeidelbergCement, where the US accounts for c.50% and c.25% 

of the respective businesses. 
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European Building Materials European backdrop a touch more positive 
 

From a European building materials sector perspective, we had broadly positive data from 

Vicat and Cemex, with sequential improvements in France, a solid outturn in Germany and 

the UK market remaining extremely robust. Areas of weakness however include Switzerland 

and Italy. 

 

Vicat reported improving trends in France with Q4 sales +4.0% (Q3 -6%, Q2 -8% and Q1 -

15%) reflective of better weather and market stabilisation, which is consistent with recent 

commentary from SIG. Switzerland, however shows no sign of improvement with Q4 sales 

declining 12.5% (Q3 -4%, H1 -11%) in addition to a disappointing result from Italy, where 

sales declined 19.9% in Q4 (Q3 -23%, H1 -33%).  

 

Overall, the results highlight a slightly more positive backdrop for European 

construction markets, with Switzerland and Italy being the notable exceptions. 

While this has a negative read-through for CRH (Switzerland represents c.6% of 

group sales) and HeidelbergCement (given the impending acquisition of 

Italcementi), we think the positive sentiment from the rest of Europe together with 

yesterday’s strong results from Vulcan Materials more than offset this. 
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GVC Holdings Betsson results indicate weaker margins in 2016 
 

Betsson, an operator with wide enough European exposure, has released full-year results 

this morning. In the release the group mentions that sportsbook margins have been “lower” 

since the beginning of 2016 when compared to the fourth quarter of 2015. No further detail 

is given on the origin of the weaker margins. Betsson’s geographic overlap with UK centric 

operators under our coverage would be limited. However, there would be some market 

overlap with GVC 

 

While the lower margins are a not a positive, given that the origin of the margins is 

not disclosed it is difficult to assess the relevancy for GVC. In any case, it's a very 

short term period and as we always highlight sporting results swings either 

positive or negative should not have a bearing on an investment case. 
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Kerry Group Sensient Q4 in-line 
 

US flavours & colours company, Sensient, reported Q4 results which were in line with both 

last year and consensus, despite a 5%-6% currency headwind. In its Flavours & Fragrance 

Division margins improved by 100bps to 13.7% and “solid” local currency operating profit 

growth was recorded across the businesses. Commenting on the outlook for 2016, Sensient 

expects 2016 adjusted EPS to increase between 8% and 11%, in local currency terms. 

 

 

Sensient’s performance in the quarter will resonate with Kerry, whose Q4 update is 

due on February 23rd. Kerry has strong market positions particularly in beverages, 

though also in sweet ingredients. We look for 3.8% lfl volume growth in Kerry’s 

Ingredients segment in the quarter. 

 

 

 

Home…  

 
 

Economic View Ireland maintains pole position on EC growth table. 
 

The latest set of forecasts from the European Commission (EC), released yesterday, point to 

Ireland retaining its position as the fastest growing economy in the Euro area for the third 

consecutive year in 2016. While the EC has left its growth forecasts for 2016 and 2017 

unchanged at 4.5% and 3.5% respectively that leaves Ireland in pole position for this year 

before being overtaken by Luxembourg (4.4%) next year. Overall, the euro area saw a slight 

(0.1 pp) downgrade to its 2016 forecast, which is now expected to be 1.7%. Within this 

Germany, France, Italy, Finland and Portugal saw their growth forecasts tweaked 

downwards, while Spain Luxembourg and Austria saw forecasts raised. 

 

The fiscal position is expected to improve further in 2016 with the aggregate general 

government deficit for the zone falling to -1.9%, from -2.2% previously. This is due to a 

combination of stronger economic growth and lower interest costs. Meanwhile, a smaller 

fiscal drag is expected to give additional support to growth in the region. This is highlighted 

by the change in the structural primary balance which is expected to fall to 1% in 2016 from 

a downgraded 1.2% in 2015. 

 

EC forecasts are little changed since the Autumn estimates were released last 

November with Ireland continuing to show the strongest growth trajectory. 

However, the Commission does acknowledge that external factors have increased 

downside risks to its outlook for the region as a whole. 
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Top 10 Covered Companies

Company Price Mkt Cap Absolute Relative to European Sector P/E

(LC) (LCM) 1 Day 1 Week 1 Mth Ytd 1 Day 1 Week 1 Mth Ytd 2016f 2017f

CRH 23.13 18,866 0.3 -1.9 -11.0 -13.4 0.5 -0.0 -3.4 -3.6 14.8 12.0

Ryanair 13.70 18,755 -2.6 2.5 -7.8 -8.7 -2.4 4.4 -0.0 1.6 14.8 11.3

AIB Group 5.10 13,928 4.1 5.8 -25.3 -23.4 4.3 7.8 -19.0 -14.8 9.9 15.5

IAG 5.15 10,459 -1.7 -2.1 -13.7 -15.7 -1.5 -0.3 -6.3 -6.2 6.4 5.2

Kerry Group 74.69 13,131 -1.1 1.3 -0.2 -2.1 -0.9 3.2 8.3 8.9 22.6 19.8

HeidelbergCement 65.29 12,955 0.4 -1.4 -12.0 -13.7 0.6 0.4 -4.6 -3.9 12.2 11.6

Wolseley 33.25 8,647 1.3 -0.9 -7.3 -9.9 0.3 0.2 -3.5 -3.6 13.6 12.1

Paddy Power Betfair 100.20 8,375 -3.3 -2.3 10.3 10.3 -4.2 -1.2 14.9 18.1 32.7 26.3

Bank of Ireland 0.28 9,132 1.4 -6.0 -15.8 -16.6 1.6 -4.2 -8.7 -7.2 10.3 9.4

easyJet 15.32 6,085 -1.2 0.4 -11.8 -12.0 -2.2 1.5 -8.1 -5.8 10.2 9.5

Indices

% Price 1 Day 1 Week 1 Mth Ytd

ISEQ 6,151.32 -1.24 -1.02 -8.26 -9.43

FTSE 100 5,898.76 1.06 -0.56 -3.19 -5.50

DAX 30 9,393.36 -0.44 -2.55 -8.66 -12.56

CAC 40 4,228.53 0.04 -2.17 -6.50 -8.81

FTSE Eurofirst 300 1,293.68 -0.15 -1.86 -7.67 -10.01

Nasdaq 4,509.56 0.12 0.06 -8.03 -9.94

S&P 500 1,915.45 0.15 1.17 -4.83 -6.29

Dow Jones 16,416.58 0.49 2.16 -4.27 -5.79

Nikkei 225 17,044.99 -0.85 0.02 -7.62 -10.45
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Exchange Rates

Current Px 1 day Px 1 Week Px Dec15 Avg Ytd

Stg/€ 0.766 0.757 0.760 0.737 0.755

US$/€ 1.117 1.105 1.094 1.086 1.087

CHF/€ 1.114 1.114 1.109 1.087 1.097

JPY/€ 130.840 130.368 129.846 130.676 128.781

Bonds

Yield 1 Day Yld 1 Wk Yld 1 Mth Yld 3 Mth

US 2 Yr 0.70 -0.02 0.70 -0.34 -0.10

US 10 Yr 1.84 -0.05 -0.14 -0.40 -0.38

UK 2 Yr 0.36 -0.01 -0.04 -0.22 -0.34

UK 10 Yr 1.57 0.03 -0.11 -0.31 -0.43

BD 2 Yr -0.49 0.01 -0.04 -0.49 -0.17

BD 10 Yr 0.30 0.03 -0.10 0.30 -0.30

Irish 10 Yr 0.99 0.05 0.07 -0.11 -0.16

Commodities

% Current  1 day  5 day 1 Mth 1 Yr

Brent (ICE $/bbl) 34.46 -1.66 -0.81 -7.42 -36.37

Gasoline (NYM $/Gal) 1.01 - -10.47 -21.46 -31.59

Heat Oil (NYM $/Gal) 1.08 - -0.01 -4.24 -38.94

Nat.Gas 1.97 -3.24 -14.19 -15.51 -25.92

Gold $/oz 1,156.35 2.15 4.01 6.85 -8.84

Silver $/ozt 14.74 2.29 4.69 5.29 -15.24

Copper U$/MT 4,685.00 2.33 3.16 0.86 -17.92

Wheat $/BU 4.80 - 0.16 4.75 -6.07
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Issuer & Analyst Disclosures 
 
 
 
 

 

 

Analyst Certification 

The named Research Analyst certifies that: (1) All of the views expressed in this research report accurately reflect my personal views about 

any and all of the subject securities and issuers. (2) No part of my remuneration was, is, or will be, directly or indirectly, related to the 

specific recommendations or views expressed by me in this report. 

 

Regulatory Information 

Goodbody Stockbrokers, trading as Goodbody, is regulated by the Central Bank of Ireland.  In the UK, Goodbody is authorised and subject 

to limited regulation by the Financial Conduct Authority. Goodbody is a member of the Irish Stock Exchange and the London Stock 

Exchange. Goodbody is a member of the FEXCO group of companies. This publication has been approved by Goodbody Stockbrokers.  The 

information has been taken from sources we believe to be reliable, we do not guarantee their accuracy or completeness and any such 

information may be incomplete or condensed.  All opinions and estimates constitute best judgement at the time of publication and are 

subject to change without notice.  The information, tools and material presented in this document are provided to you for information 

purposes only and are not to be used or considered as an offer or the solicitation of an offer to sell or to buy or subscribe for securities. 

 

Conflicts of Interest 

Goodbody Stockbrokers has procedures and policies in place to identify and manage any potential conflicts of interest that arise in 

connection with its research business.  Goodbody Stockbrokers’ analysts and other staff who are involved in the preparation and 

dissemination of research operate and have a management reporting line that is independent to its Corporate Finance business. Information 

barriers are in place between the Corporate Finance arm and the Research arm to ensure that any confidential and or price sensitive 

information is handled in an appropriate manner. 

 

Our Investment Research Conflicts of Interest Policy is available at Conflicts of Interest 

 

Investors should be aware, that, where appropriate, research may be disclosed to the issuer(s) in advance of publication in order to correct 

factual inaccuracies only and not to materially amend the research in any way.  Goodbody Stockbrokers is satisfied that it has operational 

procedures in place, which ensure that such disclosures will not compromise the report’s objectivity. 

 

Goodbody is acting as joint financial advisor and joint broker to UTV Media on the proposed sale of UTV television assets.  

Goodbody was the co-lead manager in an offering of securities in Permanent TSB Group Holdings Plc in the last 12 months. 

Goodbody was the co-lead manager for Hibernia REIT Plc for a public fund raising in the past 12 months. 

CRH Plc has been an investment banking client of Goodbody’s in the past 12 months.  

International Consolidated Airlines Group has been an investment banking client of Goodbody’s in the past 12 months. 

Goodbody Stockbrokers acts as corporate broker to AIB Group, Applegreen, ARYZTA, Cairn Homes, Datalex, FBD Holdings, First Derivatives, 

Grafton Group, Greencore, Hibernia REIT, ICG, Kingspan, Origin Enterprises, Paddy Power Betfair, UDG Healthcare, and UTV Media 

The list of companies for which Goodbody acts as market maker and on which it provides research, is available at Regulatory Disclosures 

 
 

https://www.goodbody.ie/research/conflicts-of-interest.html
https://www.goodbody.ie/pdf/Reg_Disclosures.pdf
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Other disclosures 

 

A description of this company is available at Company Descriptions 
 
All prices used in this report are as at close of business of the previous working day unless otherwise indicated. 
 
A summary of our standard valuation methods are available at Valuation Methodologies 
 
A summary of share price recommendations and whether material investment banking services have been provided to these companies is 
available at Regulatory Disclosures 
 
Other important disclosures are available at Regulatory Disclosures 
 
Goodbody Stockbrokers updates its recommendations on a regular basis. A breakdown of all recommendations provided by Goodbody 
Stockbrokers is available at Regulatory Disclosures Where Goodbody Stockbrokers has provided investment banking services to an issuer, 
details of the proportion of buys, holds and sells attributed to that issuer will also be included. This is updated on a quarterly basis. 
 
 
The date on which stock recommendations were first released for all stocks mentioned in this report are available at 
http://www.goodbody.ie/research_disclosures/regulatorydisclosures/index.html. If a different recommendation has been made in the 
previous twelve months, this will also be disclosed here. 
 
 
Recommendation Definitions 
Goodbody Stockbrokers uses the terms “Buy”, “Sell” and “Hold. The term “Buy” means that the analyst expects the security to appreciate in 
excess of 10% over a twelve month period. The term “Sell” means that the security is expected to decline in excess of 10% over the next 
twelve months. The term “Hold” means that the analyst expects the security to neither appreciate more than 10%, or depreciate more than 
10% over the next twelve months. 
 
On 26th November, 2012, the terms “Add” and “Reduce” were removed from the Recommendation Definitions and both were replaced with 
the “Hold” recommendation. Any Previous Recommendation that refers to either an “Add” means that the analyst expected the security to 
appreciate by up to 15% over a twelve month period. Any Previous Recommendation to “Reduce” means that the analyst expected the 
security to decline by up to 15% over the next twelve months. 
 
In the event that a stock is delisted the firm will automatically cease coverage.  If however the firm ceases to cover a stock for any other 
reason the firm will disclose this fact. 
 
 Distribution of research to clients of Goodbody Securities Inc (GSI) in the US 
 
GSI distributes third-party research produced by its affiliate, Goodbody Stockbrokers 
GSI is a member of FINRA and SIPC 
GSI does not act as a market-maker. 

 
This information was current as of the last business day of the month preceding the date of the report. 
An affiliate of GSI may have acted, in the past 12 months, as lead manager/co-lead manager of a publicly disclosed offer of the securities in 
this company. Investors should be aware that an affiliate of GSI may have provided investment banking or non-investment-banking services 
to, and received compensation from this company in the past 12 months or may provide such services in the next three months. The term 
investment banking services includes acting as broker as well as the provision of corporate finance services, such as underwriting and 
managing or advising on a public offer. All transactions by US persons involving securities of companies discussed in this report are to be 
effected through GSI. 
 
Disclaimer 
While all reasonable care has been taken in the production and dissemination of this report it is not to be relied upon in 
substitution for the exercise of independent judgement.  Nothing in this report constitutes investment, legal, accounting or tax 
advice, or a representation that any investment or strategy is suitable or appropriate to your individual circumstances, or 
otherwise constitutes a personal recommendation to you. 
 
Private customers having access, should not act upon it in anyway but should consult with their independent professional 
advisors.   The price, value and income of certain investments may rise or may be subject to sudden and large falls in value. 
You may not recover the total amount originally invested. Past performance should not be taken as an indication or guarantee 
of future performance; neither should simulated performance.   The value of securities may be subject to exchange rate 
fluctuation that may have a positive or adverse effect on the price or income of such securities. 
 
All material presented in this report, unless specifically indicated otherwise is copyright to Goodbody Stockbrokers.  None of the material, nor 
its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express 
written permission of Goodbody Stockbrokers.  
 
 

 

We would like to inform you that Robert Eason holds shares in Kingspan

We would like to inform you that Robert Eason holds shares in SIG

GSI or it affiliates hold a proprietary position and/or controls on a discretionary basis more than 1% of the total issued share capital of  

Hibernia REIT

Goodbody, Ballsbridge Park, Ballsbridge, Dublin 4, Ireland 
T     (+353 1) 6670400 W     www.goodbody.ie  E     research@goodbody.ie 
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