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Smurfit Kappa FY15 results – Upbeat outlook for 2016 
 

Smurfit Kappa has reported Q415 EBITDA performance of €326m in line with our forecasts 

and up 11% yoy. The final dividend has been increased by 20% yoy to 48c. In an upbeat 

outlook, management has indicated that it expects “good earnings growth” in 2016 

(Goodbody forecasting 8% EBITDA growth). 

 

European EBITDA of €238m was up 10% yoy but slightly behind our forecast. Corrugated 

box prices increased by 1% qoq with further progress expected in Q116. Volume growth 

remained solid at 2-3%. While recognising the price disruption caused by the new player in 

the kraftliner market management notes the continued good demand for the grade and 

reduction in its own capacity should act as an offset. The testliner market is expected to 

remain balanced in 2016 with inventory levels currently described as tight. Good demand for 

OCC (domestic and export) should also be supportive of pricing in our view.  

 

Americas EBITDA came in slightly ahead of our expectations with encouraging performance 

in underlying volumes which increased by 5% in Q415 (+3% FY15) driven by improving 

performances in Mexico, the US and Colombia. Although fx headwinds persist in 2016, we 

believe it is captured in forecasts and price increases are being implemented to help offset 

the headwind.   

 

The quick win capex programmes have generated €17m of EBITDA in FY15 with 

management guiding for a further benefit of €25m in FY16. Having successfully completed a 

€75m cost takeout plan, management has guided for a further €75m of savings for FY16.  

 

The Board is reviewing the potential to move its primary listing to London. The company 

intends to maintain an Irish listing. Ian Curley has announced his decision to step down as 

CFO with Ken Bowles the current Group Financial Controller taking over. Ken has been a part 

of Smurfit Kappa for over 20 years. 

 

We believe this is an encouraging update from Smurfit Kappa which should provide 

investors comfort that the malaise in financial markets is not reflective of activity 

on the ground. With the stock trading 6.3x EV/EBITDA and 11% FCF yield we 

believe the risk reward is in investors favour and reiterate our BUY 

recommendation. 

 

Management will host a conference call at 10am (BST). The dial-in details are; Ireland +353 

1 696 8154, UK & Europe +44 203 139 4830 and passcode confirmation no is 91124220#.  
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Hibernia REIT Solid progress at development projects and significant demand for space 

Hibernia released a brief IMS this morning for the period 1 October 2015 to date. Hibernia 

completed a number of transactions over the period including the acquisition of full 

ownership of Hardwicke and Montague House (initially announced on 22/01/16) and a pre-

lease at One Dockland Central with Hubspot (09/11/15). Management note its development 

and refurbishment projects are progressing well, are on track for scheduled completion dates 

and it has appointed Mark Pollard as Development Director (02/02/16) to oversee the 

delivery of these projects. In addition, Hibernia and Starwood arranged a new €46.7m non-

recourse debt facility with Deutsche Bank for its 50:50 joint venture at 1 WML (29/12/15). 

Management also note it has funding in place (€63m cash and a €400m credit facility) to 

pursue selective investment opportunities and to fund its development pipeline. 

 

CEO Kevin Nowlan notes the progress being made across the development and 

refurbishment programme against a supportive backdrop of limited vacancy. Demand 

remains strong for space in its buildings from a tenant perspective and there is “significant 

interest” in its near term supply, which it is already actively marketing. 

 

While the statement is light on “new” news, we welcome the comment that 

demand remains “significant”. With demand for space still strong, we are likely to 

see a greater amount of pre-lets over the coming 12 months as tenants secure 

limited space. This will see rents squeezed higher in the near term and we are 

forecasting €65 psf for end 2016 (€55 psf currently), with some agents projecting 

even stronger growth. We expect to see further transactions from Hibernia over 

the coming months and Private Equity may provide some opportunities where there 

is an asset management angle. In addition, NAMA is also still in de-levering mode, 

which may also provide opportunities for Hibernia to deploy its remaining capital. 

 

Home…  

 
 

IRES REIT Disappointing numbers as rent control measures impact NAV growth 
 

IRES released FY15 results for the 12 months to the end of December. EPRA NAV per share 

was 104.3c, up 2.7% from 101.6c at the end of June and +5% yoy. The outturn is 2.5% 

behind our 107c expectation, with revaluations accounting for over half of the difference and 

the balance from transactions and other costs. Performance and administration fees were 

lower and as a result the dividend was ahead of expectations at 3c (2c expected). 

 

IRES also flagged its plans announced yesterday to begin development of its existing sites 

which will begin with the construction of 68 apartments in Beacon South Quarter. The 

development will take c. 16 months and IRES expect to generate a gross yield on costs of 

8.5% - 9%. In relation to the larger Rockbrook Portfolio, where planning is in place for 467 

units, management has stated it will submit a planning application under the revised building 

regulations which it hopes will be approved within 6 months. While the move delays the 

delivery of stock, IRES expect the cost of construction to be lower. In total IRES can deliver 

c. 650 apartments across 3 sites. IRES states that its remaining spending capacity stands at 

€230m, assuming a leverage ratio of 45%. We assume c. €130m of this will be allocated to 

the delivery of its development pipeline. In addition management note it is tracking a 

number of portfolios in NAMA as well as a number of off market transactions.  

 

This is a disappointing set of numbers and the rent control measures are clearly 

having an impact on valuations. We are likely to make modest downward revisions 

to our forecasts, although we are likely to maintain similar NAV growth rates going 

forward (6% in 2016 and 10% in 2017) driven by the delivery of the remainder of 

its development projects.  

 

Home…  
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Greene King Delivers positive trading update with strong lfl sales growth  
 

Greene King released a trading statement this morning for the 40 weeks (to Feb 7th) of 

FY16. In the Retail division it reported lfl sales of +2.2% for the 40 weeks (vs our FY16 

forecast of +2%). Therefore we estimate that for the 16 week period (weeks 25-40) lfl sales 

were +2.5%. In the two week Christmas period lfl sales were +5%. In Spirit managed pubs 

lfl sales were +1.1% for the 40 weeks and +5.2% in the two week Christmas period. 

Therefore we estimate lfl sales of +c.1% for the 16 week period. The Pub Partners (T&L) 

division reported lfl net income growth of +2.5% for the 40 weeks (vs our FY16 forecast of 

+2.4%). Therefore we estimate lfl sales of +2.7% for the 16 week period. The Pub Partners 

disposal programme remains on track with 33 disposals so far this year, we forecast 40 in 

FY16. Management noted that the Spirit integration continues to progress well. In terms of 

outlook, management expectations for the full year are unchanged. 

 

This is a positive update from management and gives us comfort on FY16 forecasts. 

We continue to favour Greene King from our covered stocks in the pub sector given 

its focus on managed pubs, attractive geographic footprint and favourable 

consumer exposures. We re-iterate our BUY recommendation. 

 

Home…  

 
 

US Building Materials Martin Marietta/Masco share prices up on positive outlook 
 

Q4 results from the US players were mixed yesterday, with Masco ahead and Martin Marietta 

behind consensus earnings. However, outlook statements from both pointed to a solid 

growth for US construction markets in 2016 and both stocks rallied strongly yesterday 

(Masco +8%, Martin Marietta up 9%). This was also reflected during the respective 

conference calls. 

 

In relation to the outlook, Masco noted that 2016 growth is expected to be at a similar level 

to 2015, namely new residential markets expected to grow by c. 10% and residential rmi 

markets by c. 5%. Echoing these comments, Martin Marietta gave an incrementally more 

confident outlook statement with infrastructure markets expected to growth by mid-single 

digits (prev. “increase slightly”), non-residential by high single-digits (prev. “increase 

slightly”) and residential by double-digits (unchanged). Of particular note was Martin 

Marietta’s comments around heavyside non-residential, where it now expects the pipeline to 

start to build.  

 

With investors questioning the outlook for growth in the US market, it is 

comforting to see similar solid outlook statements for underlying growth from both 

Masco and Martin Marietta. Indeed, we take a lot of comfort from the recent news 

flow from US peers which, on the whole, points to another year of solid growth in 

2016.  
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ARYZTA Panera sees robust growth in Q4 
 

Panera, the US bakery café chain, reported that company-owned cafes saw comparable sales 

increase by 3.6% in Q415 (+3.0% for FY15). This was faster than market expectations of 

+3.0% for the quarter. The +3.6% growth includes transaction growth of +1.1% along with 

average check growth of +2.5%. To date in Q116 (41 days), comparable sales accelerated 

further to +6.4%. Margins were lower due to various strategic initiatives embarked upon 

during the period. 

 

The strong performance from Panera would suggest that US consumers are 

spending more on higher-end bakery products, which should have a positive read-

through for ARYZTA’s La Bread range and higher priced bakery products in general. 

We look for ARYZTA’s North America’s lfl sales to turn positive during Q216 (to end 

January) as the negative impact of SKU rationalisation eases off.  

 

 

Home…  

 
 

C & C Group Peer results and agreement on acquisition of SABMiller brands 
 

Heineken reported FY and Q4 results this morning, with volume growth for both periods in 

line with consensus at +2.2% and +1.5%, respectively. Of interest to C&C, global cider 

volumes grew mid-single digit, driven by strong double digit growth in H2. The UK was called 

out as being particularly positive thanks to innovation behind its key cider brands. In terms 

of outlook, the Group looks to deliver organic revenue and profit growth, with margin 

expansion of 40bps in FY16. 

 

Carlsberg also reported FY and Q4 results today. However, it continues to miss forecasts, 

with volumes down 4% and 1% respectively. The company continues to struggle in its 

European markets, with Eastern Europe (-14%), Russia (-17%) and UK (-7% vs. market -

2%) all noting volume declines.  

 

Elsewhere, Asahi Group has reach an agreement with SABMiller on the acquisition of its 

Peroni and Grolsch brands for an estimated $3.5bn or 16x EBITDA. This compares to C&C 

currently trading at 9x.  

 

Overall, the results from peers today indicate that competitive conditions in the UK 

remain difficult for C&C as Heineken continues to win share in cider thanks to 

innovation behind its market leading brands, while Carlsberg’s results illustrate the 

general difficult trading conditions in the region. While C&C trades at a significant 

discount to the transaction Asahi paid for Peroni and Groslch, we believe that, at 

least in the short term, this is justified given the difficult conditions in all its 

geographic operations. 

 

 

Home…  
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UK Builders Merchants Bellway reports strong volume and price growth in H116 
 

Bellway, the UK housebuilder, has issued a trading statement covering the six months to the 

22nd of March. Volume growth was strong in the period, up 11.6% and average selling prices 

were up 17%, aided by mix effects in the London region. Both volume and price growth is 

ahead of FY15 guidance for c. 10% growth for each. As a result, H116 revenues are up over 

30% to £1075m, significantly ahead of consensus.  

 

Management notes that trading conditions remained favourable over the period, reflected in 

private sales rate being up 12% yoy (+12% in Q1). Coupled with a solid order book, up c. 

5% in both volume and value terms, management is confident in delivering targeted volume 

growth of “around 10%”.   

 

This is a solid statement from the UK housebuilding sector. In contrast to Redrow 

yesterday, there was no mention of softening demand in the London area. The solid 

volume growth reported should provide a positive backdrop for the UK merchants 

in Q116.   
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Economic View A difficult balancing act for Fed’s Yellen 
 

There has been plenty of water under the bridge since Fed Chair Janet Yellen last stepped 

out in to the public domain at the FOMC press conference in December. On that occasion, 

Ms. Yellen was explaining the reasons why the Fed had begun its “gradual” rate-hiking 

journey. Two months on and the market believes it may well be finished.  

 

Janet Yellen will be given the opportunity at the semi-annual testimony to Congress today to 

explain how the Fed views recent financial market turbulence. In the January FOMC 

statement, a nod was given to “global economic and financial developments”, but the door 

was still left open for more hikes. It is likely this time around that Ms. Yellen will 

acknowledge that tighter financial conditions have raised the risks for the economic outlook. 

In this context, it will be interesting to see whether she will reiterate the need for “gradual” 

rate rises in line with the views of the FOMC members in the last dot plots. 

 

As it stands currently, there is a wide gulf between those estimates and the views 

of the market. Currently, the market puts the probability of even one hike this year 

at just 30%. Anything other than a dovish statement from Janet Yellen risks 

upsetting markets even further. Over to you, Ms. Yellen.  

 

 
Dermot O’Leary 
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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

Ryanair 13.12 17,954 2.9 -9.4 -12.4 -12.6 4.5 -2.0 -3.3 3.3 14.2 10.8

CRH 21.00 17,128 -0.7 -11.0 -14.8 -21.3 0.9 -3.8 -6.0 -7.0 13.5 10.9

AIB Group 5.15 14,065 -6.4 7.3 -23.7 -22.7 -4.9 16.0 -15.8 -8.6 10.0 15.6

Kerry Group 72.00 12,658 0.4 -6.1 -4.5 -5.6 2.0 1.6 5.3 11.6 21.8 19.1

IAG 4.84 9,831 1.7 -10.6 -18.1 -20.8 3.4 -3.3 -9.6 -6.3 5.9 4.8

HeidelbergCement 60.12 11,929 -1.3 -9.4 -13.4 -20.5 0.2 -2.1 -4.4 -6.0 11.2 10.7

Wolseley 33.03 8,590 2.3 -1.4 -4.1 -10.5 3.2 3.5 1.6 -0.1 13.5 12.0

Paddy Power Betfair 92.60 7,740 -1.1 -11.7 -0.7 2.0 -0.2 -7.3 5.2 13.8 30.2 24.3

Bank of Ireland 0.25 8,031 -2.7 -13.9 -23.2 -26.6 -1.2 -6.9 -15.3 -13.2 9.1 8.2

easyJet 15.02 5,966 2.2 -5.4 -12.3 -13.7 3.2 -0.6 -7.1 -3.7 10.0 9.3

Indices

% Price 1 Day 1 Week 1 Mth Ytd

ISEQ 5,722.34 -0.48 -9.97 -12.85 -15.74

FTSE 100 5,632.19 -1.00 -4.89 -4.74 -9.77

DAX 30 8,879.40 -1.11 -7.32 -9.85 -17.35

CAC 40 3,997.54 -1.69 -6.69 -7.76 -13.79

FTSE Eurofirst 300 1,219.82 -1.60 -7.40 -9.01 -15.14

Nasdaq 4,268.76 -0.35 -5.49 -8.07 -14.75

S&P 500 1,852.21 -0.07 -2.67 -3.63 -9.38

Dow Jones 16,014.38 -0.08 -0.86 -2.03 -8.10

Nikkei 225 16,085.44 -5.40 -9.38 -9.11 -15.49
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Exchange Rates

Current Px 1 day Px 1 Week Px Dec15 Avg Ytd

Stg/€ 0.781 0.776 0.758 0.737 0.757

US$/€ 1.131 1.115 1.090 1.086 1.091

CHF/€ 1.097 1.103 1.112 1.087 1.097

JPY/€ 129.731 128.837 131.084 130.676 128.874

Bonds

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

US 2 Yr 0.69 0.02 0.69 -0.24 -0.20

US 10 Yr 1.73 -0.02 -0.12 -0.39 -0.62

UK 2 Yr 0.32 0.01 -0.05 -0.18 -0.39

UK 10 Yr 1.41 - -0.13 -0.36 -0.62

BD 2 Yr -0.53 -0.01 -0.04 -0.53 -0.19

BD 10 Yr 0.23 0.02 -0.07 0.23 -0.43

Irish 10 Yr 1.09 0.05 0.13 0.09 -0.17

Commodities

% Current  1 day  5 day 1 Mth 1 Yr

Brent (ICE $/bbl) 30.32 -7.79 -12.01 -9.63 -48.03

Gasoline (NYM $/Gal) 0.96 - -7.03 -15.22 -39.42

Heat Oil (NYM $/Gal) 1.05 - -3.16 -0.54 -44.13

Nat.Gas 2.10 -1.96 6.39 -15.13 -19.21

Gold $/oz 1,191.00 -0.19 3.00 8.09 -3.84

Silver $/ozt 15.34 2.68 4.07 9.26 -9.61

Copper U$/MT 4,530.50 -0.92 -3.30 0.98 -20.04

Wheat $/BU 4.59 - -3.01 -4.18 -13.45
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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.  
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Hibernia REIT
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