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DCC Q3’15 IMS – FY16 guidance maintained 
 

DCC issued an IMS this morning for the three months to December. Despite the impact of 

mild temperatures on heating related volumes, guidance on FY16 operating profit and 

adjusted earnings per share is still anticipated to be “very significantly ahead of the prior 

year” and in line with current market consensus. Aiding that outcome was “good margin and 

cost performance” in energy, which served to counteract lower volumes. 

 

Energy aside, the Healthcare and Environmental Divisions are both on track to deliver good 

growth relative to the prior year, while Technology, as previously guided, has struggled to 

achieve YoY growth in the face of weak tablet, gaming and smartphone demand. Incremental 

news on the acquisition front is limited. 

 

With market consensus for FY16 operating profit estimated to be of the order of 

£296m, relative to our forecast of £300.5m (+32% YoY), any adjustments to our 

forecasts will be limited. 

 

 

Home…  

 
 

Kerry Group IFF disappoints in Q415 
 

IFF reported adjusted EPS of $1.05 for Q415, well behind market expectations of $1.15. In 

the quarter IFF noted softness in top line sales arising from increased economic pressures in 

key emerging markets and also “efforts by some of our larger customers to manage their 

inventories”. Constant currency sales in Flavours were up just 1% but this is after a +4% 

impact from acquisitions, implying lfl sales fell by 3% in the quarter. The company is guiding 

5-7% organic EPS growth for 2016 (pre currency and M&A). 

 

Generally there is a poor correlation between IFF’s shorter term trends and results 

from Kerry’s Taste & Nutrition division. Nevertheless, general factors like the 

economic backdrop in some emerging countries (notably Asia) and some customer 

de-stocking are factors that could negatively impact Kerry’s near term 

performance. We are looking for Q4 lfl from Kerry’s taste & Nutrition of +3.8% 

when it releases its results on Feb 23rd. 

 

 

Home…  

 
 

Recommendation: Hold

Closing Price: £50.15

Gerry Hennigan

+353-1-641 9274

gerry.f.hennigan@goodbody.ie

Recommendation: Hold

Closing Price: €72.00

Liam Igoe

+353-1-641 9450

liam.a.igoe@goodbody.ie



 Goodbody Morning Wrap  
 

 

 Page 3    11 Feb. 16 

Origin Enterprises Yara sees sales fall in Q4 
 

Yara, the Norwegian fertiliser manufacturer, said its Q4 fertiliser deliveries were down 7% on 

the previous year. Pricing was also lower resulting is a 24% drop in reported EBITDA.  

 

In relation to the current season, Yara says that that the “global farm margin outlook and 

incentives for fertiliser application remains supportive overall…especially in Europe…where 

currencies have depreciated against the US dollar” and while season to date nitrogen 

deliveries are down 5% it expects a catch-up later in the season. 

 

Our expectation for Origin is that its fertiliser business will see volume declines in 

FY16 in its UK business due to farm income pressures and the fact that the 

currency benefit versus the dollar is a less pronounced offsetting factor compared 

with Eurozone countries. 

 

 

Home…  

 
 

Greencore Bakkavor benefits from consumer trend to convenient foods in 2015 
 

Bakkavor, the UK chilled food provider, reported FY results to the end of December this 

morning. Lfl revenues were up 2% for the year, with International growth (US and Asia) 

particularly strong. Sales in the UK region grew 1%, ahead of the general market as the 

Group benefits from consumer’s preference for convenient high quality chilled food. Leverage 

continues to be reduced with net debt/ EBITDA falling below 3x (vs. 3.9x last year). With 

consumer preferences continuing to trend toward convenient foods, management remain 

confident in the Group’s future performance. 

 

Bakkavor is a competitor of Greencore’s prepared meals division, which we 

estimate account for c. 20% of Group sales. The performance and outlook from 

Bakkavor provides a positive backdrop for this division. However, the key driver of 

Greencore’s 12% earnings CAGR over the next 3 years will be food-to-go in the UK 

and US. 
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European Construction Lindab Q4 results ahead with strong margin development 
 

Lindab has reported Q4 underlying operating profit of SEK124m, which is ahead of consensus 

of SEK117m. With sales being broadly in line, the beat appears to have been margin driven 

with margins improving 70bps yoy to 6.3%. Also of note is the significant improvement in 

the Building Systems division, driven by large project deliveries in Africa, resulting in Q4 

divisional LFL growth of 17% (Q3 -20%). 

 

During the final quarter, group LFL sales increased by 3% (Q3 -1%, Q2 3%, Q1 5%). From a 

geographic perspective, management notes record sales growth in Ireland, good growth in 

the Nordics, the UK and Germany, whereas France and Switzerland continued to be 

challenging. 

 

Overall, a very solid finish to the year with most core markets in Western Europe 

continuing to show positive trading momentum. This has a direct read through for 

Kingspan given that both companies manufacture steel system solutions for the 

non-residential sector. 
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US Economic View Yellen shifts slightly to the dovish camp as expected 
 

While Janet Yellen did not specifically rule out another rate hike over the coming months at 

yesterday’s semi-annual hearing in Congress, the tone of her remarks suggests that market 

movements have indeed made the Fed Chair more nervous about US economic prospects.  

 

The line that got most attention from Yellen’s prepared remarks was: “Financial conditions in 

the United States have recently become less supportive of growth, with declines in broad 

measures of equity prices, higher borrowing rates for riskier borrowers, and a further 

appreciation of the dollar”. Ms. Yellen also went on to say that while the FOMC still expects 

“gradual adjustments in the stance of monetary policy” but is “not on a pre-set course”. In 

relation to domestic economic developments, the comments around the labour market 

remained relatively upbeat, but did note that some slack remained. The Fed still believes 

that inflation will move gradually to its 2% target but Ms. Yellen did note the fall in market-

based inflation expectations recently.  

 

In effect there was something for everyone in yesterday’s statement, but judging 

by the fact that the market barely moved on the back of the comments, the market 

had already taken to the view that the Fed is done with rate hikes for now. The 

probability of a further move in 2016 at all remains at just 30%, with the market 

now keenly watching financial market indicators and the international picture as a 

guide of how this probability might change.  
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UK Economic View House prices maintain momentum in January 
 

The UK RICS remained at 49% for the third consecutive month signalling that house prices 

will continue to rise in the coming months. Demand, as measured by the New Buyers 

Enquiries component rose to 22 its highest level since July last year. Supply conditions also 

improved with New Instructions rising to 7, the second consecutive month that this particular 

reading has been in positive territory. Despite this, supply conditions remains tight and are 

expected to continue to support prices. 

 

UK house prices continue to be supported by the stable economic backdrop, low 

interest rates and tight supply conditions. In addition, stamp duty on buy to let 

properties is set to rise in April which is likely to result in a surge in demand in the 

preceding weeks.  
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Banks AIB set to waive fees for mortgage holders 
 

We note the article in the Irish Independent that AIB is set to waive banking fees on current 

accounts for existing mortgage holders who pay by direct debit. The move is anticipated to 

benefit c.90,000 customers to the tune of up to €100 per year. The no fees benefit was 

made available to new customers last year, but is now being extended to existing mortgage 

holders (though not EBS mortgage holders who are already getting a lower interest rate). 

Elsewhere, the likes of KBC offers a 20bps reduction in mortgage rates for customers who 

take out a new current account with the bank. 

 

The move by AIB is likely to cost it as much as €9m in fees foregone, highlighting 

that competition doesn’t always come in reducing prices, but in income foregone as 

well. At a headline level, it may hint that further rate moves are off the agenda for 

the time being, but it adds further competition to the mortgage market in any case. 
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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 13.68 18,721 4.3 -2.8 -8.6 -8.9 2.4 1.6 -1.0 5.7 14.8 11.3

CRH 22.01 17,948 4.8 -4.6 -10.7 -17.6 2.9 -0.3 -3.3 -4.3 14.1 11.4

AIB Group 5.60 15,294 8.7 14.3 -17.0 -15.9 6.7 19.4 -10.2 -2.4 10.9 17.0

IAG 5.07 10,306 4.8 -3.2 -14.1 -17.0 2.9 1.2 -7.0 -3.6 6.3 5.1

Kerry Group 72.00 12,658 - -4.7 -4.5 -5.6 -1.8 -0.4 3.4 9.5 21.8 19.1

HeidelbergCement 62.34 12,369 3.7 -4.2 -10.2 -17.6 1.8 0.1 -2.7 -4.3 11.6 11.1

Wolseley 33.07 8,600 0.1 0.8 -4.0 -10.4 -0.9 3.0 0.7 -1.0 13.5 12.0

Paddy Power Betfair 91.20 7,623 -1.5 -12.0 -2.2 0.4 -2.5 -10.0 2.6 11.0 29.7 24.0

Bank of Ireland 0.26 8,485 5.6 -5.8 -18.9 -22.5 3.7 -1.5 -12.2 -10.0 9.6 8.7

easyJet 15.14 6,014 0.8 -2.4 -11.6 -13.0 -0.2 -0.2 -7.3 -3.9 10.1 9.3

Indices

% Price 1 Day 1 Week 1 Mth Ytd

ISEQ 5,894.71 3.01 -5.36 -10.23 -13.21

FTSE 100 5,672.30 0.71 -2.82 -4.06 -9.13

DAX 30 9,017.29 1.55 -4.43 -8.45 -16.06

CAC 40 4,061.20 1.59 -3.92 -6.29 -12.42

FTSE Eurofirst 300 1,241.49 1.78 -4.18 -7.39 -13.64

Nasdaq 4,283.59 0.35 -4.90 -7.75 -14.45

S&P 500 1,851.86 -0.02 -3.17 -3.65 -9.40

Dow Jones 15,914.74 -0.62 -2.58 -2.64 -8.67

Nikkei 225 15,713.39 -2.31 -8.60 -11.21 -17.44
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Exchange Rates

Current Px 1 day Px 1 Week Px Dec15 Avg Ytd

Stg/€ 0.774 0.781 0.757 0.737 0.757

US$/€ 1.119 1.131 1.105 1.086 1.092

CHF/€ 1.096 1.097 1.114 1.087 1.097

JPY/€ 128.205 129.731 130.368 130.676 128.851

Bonds

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

US 2 Yr 0.69 -0.00 0.69 -0.24 -0.18

US 10 Yr 1.67 -0.06 -0.22 -0.45 -0.67

UK 2 Yr 0.34 0.02 -0.04 -0.16 -0.36

UK 10 Yr 1.41 0.00 -0.12 -0.36 -0.61

BD 2 Yr -0.52 0.01 -0.01 -0.52 -0.15

BD 10 Yr 0.24 0.01 -0.04 0.24 -0.38

Irish 10 Yr 1.03 -0.06 0.09 0.03 -0.17

Commodities

% Current  1 day  5 day 1 Mth 1 Yr

Brent (ICE $/bbl) 30.84 1.72 -9.45 -8.08 -45.35

Gasoline (NYM $/Gal) 0.94 4.85 -5.06 -16.42 -39.28

Heat Oil (NYM $/Gal) 0.97 - -7.94 -7.34 -46.81

Nat.Gas 2.05 -2.48 -0.82 -17.23 -23.57

Gold $/oz 1,190.00 -0.08 3.45 8.00 -3.60

Silver $/ozt 15.12 -1.43 1.41 7.69 -10.00

Copper U$/MT 4,507.00 -0.52 -3.47 0.46 -19.39

Wheat $/BU 4.61 0.82 -1.18 -3.61 -11.60
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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 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. 

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

Paddy Power Betfair plc 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 
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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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