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IAG Q1 better than expected but focus will be on summer commentary 
 

Q116 headline operating profit came in at €155m vs last year’s €25m. This was better than 

consensus of €145m and our forecast for €132m.  

 

The outlook statement was mixed in that it highlighted some weakness in underlying 

premium demand, which raises concern on North Atlantic demand. Post-Brussels weakness 

was also mentioned. However, EBIT guidance remained unchanged ‘... in 2016, IAG still 

expects to generate an absolute operating profit increase similar to 2015.’ This in part 

reflects the added statement that ex-fuel unit costs are expected to be down around one per 

cent in the year.  

 

With regards some of the numbers behind the headline, fuel costs were down €198m down 

at €1,191m vs last year’s €1,389m; we had forecast €1,226m. CASK was down 6.1% yoy, 

with ex-fuel CASK up 1.3%. We had expected this to be down by 2% yoy but circa 17% unit 

cost inflation in landing and operating leases surprised us (although clearly ex-fuel costs will 

do better across the rest of the year). Pax RASK was down 3.1% at 6.75 €cents, against our 

forecast for a 4.9% fall. Total Rev/ASK was down 3.6% (our forecast -5.6%) with cargo 

stronger than we had expected. Overall, revenues were €100m better than we had forecast 

at €5,078m, but costs were €85m higher at €4,923m. 

 

For the year, we remain confident that IAG can deliver an above consensus 

performance, with our FY16 operating profit forecast standing 8% above at 

€3.58bn.  

 

The conference call is being held at 9am GMT, with dial-in numbers being London +44 (0) 

203 427 0503, Dublin +353 (0) 1 246 5601 and New York +1 212 444 0481. Confirmation 

code is 7809654. We are looking for commentary on US-Europe demand, European summer 

bookings and the timing of future cost programmes to underpin sentiment.  (Positive) 

 

 

Home…  
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Bank of Ireland Q1 IMS drives small downgrades; ROEs remain attractive 
 

NII was in line with expectations in Q1 on constant currency terms, though BOI flags the 7% 

sterling move. Loan spreads held with H215 levels and BOI continues to reduce funding 

costs. But liquid asset volumes are higher than anticipated due to deposit and current 

account volume growth and, as a consequence, the margin averaged 2.11% in Q1 versus our 

2.14% expectation. We are reducing our FY16 NIM of 2.17% to 2.14%. Loans were €81bn in 

March and deposits at €79bn. The sterling headwind on loans was €3bn vs the €2bn we had 

anticipated and BOI also flags some large Corporate loan redemptions. Overall, loans are 

c.€1.5bn lower than we modelled, so we are taking c.€30-40m from our revenues (-1.5%). 

 

The capital ratio at 11.2% was c.50-60bps better than expected (discount rate less of a 

headwind than feared). We are retaining our 12.2% core tier 1 ratio forecast by year end, so 

the dividend story remains on track (15% pay-out in FY16, rising to 50%+ in time). NPLs 

were down €0.9bn in the period to €11.1bn (in line). 

 

We are a little disappointed by the modest adjustment to our revenue line, but 

revenue headwinds are a familiar feature across the sector. Also, Brexit vote 

certainty (and less volatility in sterling) would be a help (if Remain vote). BOI is 

trading at 1.0x FY17 NAV, with a forecast ROE of 9%, though 12% on core capital. 

The retail bank sector trades at 1.13x. Our PT comes back by 2c to 34c, but still 

offers good upside as the ROEs on core capital are relatively healthy versus peers. 

 

Home…  

 
 

Fyffes Increase FY16 guidance to account for Mushroom acquisition 
 

Fyffes provided a brief trading statement this morning ahead of its AGM. The Group has 

revised its full year EBITA guidance up by €7m (c.15%) from €42-48m to €49-€55m to 

reflect the impact of the recent acquisition of Highline Mushrooms which will contribute for 

approximately eight months in 2016.  

 

We were at the higher end of the original guidance range and with our forecasts 

unchanged and layering in acquisition, we will move our forecast to the upper end 

of the new guidance range. With strong returns on capital, less volatile business 

model and attractive valuation, we retain our positive stance on the stock. 
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Economic View Weak mortgage approvals trends continue in March 
 

Data released by the Banking & Payments Federation (BPFI) this morning show that the 

volume of mortgage approvals continued to contract on an annual basis. The volume of 

mortgages for house purchases fell by 21% yoy in March while in value terms they are 17% 

yoy lower. Within this, there is a large decline in the volume of investment mortgages (-39% 

yoy) and mover purchaser (-33% yoy), which together account for a third of mortgages. 

Approvals for First time buyers saw their rate of decline ease to -11% yoy from -19% yoy. 

There was strong activity in the mortgage market in the first three months of 2015 ahead of 

the introduction of the macro prudential rules, with the March numbers likely reflecting 

timing issues. The BPFI also highlights changes to lender operational processes as an issue. 

 

Annual comparatives on the Irish property market continue to be affected by the 

introduction of the macro prudential rules last year although this should ease from 

April. However, the deteriorating trends in the BTL and mover segments suggest 

that the lack of supply may also be an issue.     

 

 
Juliet Tennent 

+353-1-641 9469 
juliet.c.tennent@goodbody.ie 

 

Home…  

 
 

ICG Propelling forward on fastcraft acquisition 
 

ICG will provide a trading update in the coming weeks which covers the Jan-April ‘off-peak’ 

period (typically <15% FY EBITDA), where we expect to see divisional trends consistent with 

our FY16 estimates.  

 

Volumes (to early May) should indicate a slowdown from its last update (for Jan/Feb) as Leap 

Year and other one-offs are smoothed out. RoRo and Containers volume growth should 

remain above GDP (+4%) but below the 14/12% last reported. Lifts growth will remain at 

double digit (Belfast impact yet to annualise). 

 

Its recent $13m acquisition of a fastcraft is expected to provide an immediate impact once it 

arrives in May and is then placed on charter. We expect the Westpac fastcraft to deliver 

€3.5m EBITDA in a full year under charter, driving EBITDA closer to €100m for FY17. In 

current conditions, the investment cost would be recouped in 3.5 years while the vessel 

could be operational for 10+ years given low usage to date. 

 

Beyond this, its cash profile provides further opportunities. It can extend Epsilon’s charter, 

buy a replacement or build one. The construction cost of the latter could be recovered in 2-3 

years of FCF on our estimates while providing 30yrs service. 

 

We raise our FY16/17 EBITDAe by €1.5m and €1.1m respectively, to €92m and 

€97.5m, to reflect the Westpac charter, though higher spot fuel partially offsets 

this. Further upside potential exists from the thus far absent pick-up in new house 

builds which should eventually support medium term freight volumes. We continue 

to value ICG on 12.5x EBITDA given premium FCF to peers. Our PT rises to €6.40. 

BUY. 
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Glanbia GNC report weak Q1 results though limited read-through for Glanbia 
 

GNC Holdings reported weak Q1 results yesterday, with co-owned same store sales down 

2.6% yoy and franchise same store sales down 5.6% yoy. The key issue was challenges in 

the vitamin business and pricing pressure due to a clearing of expiring product.  

 

While Glanbia sells product into GNC and indeed does some contract manufacturing 

for the retailer, the issues GNC is having are company-specific. Glanbia’s core US 

branded sports nutrition business continues to grow volumes by a high single-digit 

percentage.  

 

 

Home…  

 
 

Britvic Coca-Cola Enterprise reports Q1 results in-line with consensus 
 

Coca-Cola Enterprises, Britvic’s key competitor in the UK, reported volume decline of 4% in 

Q1 yesterday afternoon, with sales and earnings broadly in-line with consensus. Q1 is CCE’s 

smallest quarter and management is confident that, given the innovation and marketing 

initiatives in place for the remainder of the year, it will deliver its FY16 outlook (slight sales 

growth yoy). 

 

Overall group volumes down 4% in the quarter. This was driven by 1% volume growth in 

stills (double-digit growth in water in GB) and 5% decline in Carbonates (despite mid-single 

digit growth in its energy drinks brands). In GB, volumes declined 5% as the implementation 

of new software programs had a temporarily negative impact on volumes in the quarter. 

 

The increased scrutiny of soft drinks and their sugar content is undoubtedly having 

a negative impact on Coca-Cola’s volume in the UK. CCE has signalled its intention 

and increased focus on low sugar varieties, exemplified by recent product relaunch 

and marketing campaign behind its new ‘Coca-Cola Zero Sugar’ brand. Britvic is 

best positioned to benefit from the current consumer focus on sugar as over 60% 

of Britvic’s sales are generated by low sugar varieties (vs. 40% for peers including 

CCE). 
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Cairn Homes Announces completion of Argentum acquisition for €105.6m 
 

Cairn today announced the completion of the acquisition of the Argentum Portfolio for a 

consideration of €105.6m, as previously flagged by the company. The deal includes the 

purchase of the Argentum business and six development sites all located in the Greater 

Dublin Area, The sites include Griffith Avenue (7.5 acres) where construction is due to 

commence shortly, Ashbourne (37 acres) where construction has already commenced, 

Greystones (60 acres), Naas (30 acres), Clontarf (2 acres) and Swords (28 acres) 

 

The completion of the acquisition further drives the scale of the business and will 

see Cairn live on four sites, with plans to be active on eight sites within the coming 

12 months. 

 

 

Home…  

 
 

Economic View Minority government inches closer 
 

The formation of a minority government inches ever closer to a conclusion with a draft 

agreement that would form the basis of it now being considered by Fine Gael and Fianna Fail. 

Media reports indicate that this includes the outline of broad policy measures to be agreed 

and suggest that the use of the fiscal space will be divided on a 2:1 ratio of spending 

increases and tax cuts. Much of the spending increases are likely to be absorbed by the 

Health Service and Public Sector pay increases. On the latter, there is to be a commission set 

up to examine the issue with a possible return to benchmarking. Meanwhile, Fine Gael also 

has to secure the support of a number of independents who are likely to have expenditure 

demands of their own. 

 

The current estimate for the fiscal space for next year’s budget is €500m although 

it is becoming clear that this will be revised up with suggestions that it may be 

closer to €900m. While this is considerably more than the original estimate, 

demands for housing, health and pay increases will quickly absorb it. Meanwhile, 

the suspension of water charges will reduce the amount of revenue that the 

government had expected to receive.    

 

 

Juliet Tennent 
+353-1-641 9469 

juliet.c.tennent@goodbody.ie 
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Banks Ulster Bank Q1 profit flat yoy 
 

RBS has reported Q1 results this morning, with Ulster Bank reporting a Q1 adjusted 

operating profit of €82m, flat yoy though up from €16m in Q415. Net interest income was 

€136m, with the reported NIM of 1.75%. Operating expenses were flat at €136m, flat yoy 

despite a €6m uptick in regulatory costs. Total operating expenses were up 7% reflecting 

restructuring costs relating to disposals. Ulster continues to incur net impairment write-

backs, with a €17m write-back after €14m in Q415, though the mix is somewhat different 

(more corporate this quarter, mortgage related prior quarter). Ulster Bank flags the 

underlying improvement in credit metrics. Elsewhere, net lending indicators remain positive 

with new mortgage lending up 32% to €0.2bn. Ulster Bank flags that net loans continue to 

reduce, down €0.6bn yoy. 

 

These look like a reasonable set of Q1 figures from Ulster with the NIM showing 

some improvement, credit trends remaining favourable and its Q1 new mortgage 

lending figure implies likely market share gains. The read-through for the others is 

slightly diminished given the updated IMS from Bank of Ireland yesterday. 

 

 
Eamonn Hughes 

+353-1-641 9442 
eamonn.g.hughes@goodbody.ie 

 
Colm Foley 

+353-1-641 6042 
colm.j.foley@goodbody.ie 

 
Sarah Dunne 

+353-1-641 0482 
sarah.dunne@goodbody.ie 
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FBD Holdings Sub-100% combined ratio target for Q416 remains on track 
 

FBD has an AGM later today, so has a short trading update ahead of the AGM. FBD indicates 

that rate hardening, as anticipated, has continued into 2016 and reiterates it is focused on 

maintaining underwriting discipline and prioritising a return to profitability. It adds that its 

weather loss experience year to date has not been severe. Whilst the injury claims 

environment remains uncertain, it welcomes the increased attention it is receiving and 

continues to seek structural reforms to tackle the claims inflation backdrop. It reiterates its 

ambition to show a combined ratio of less than 100% in Q416. On investments, FBD 

indicates its low risk profile has largely shielded it from recent market volatility. 

 

FBD’s update is relatively short, but after a difficult 2015, it is comforting that the 

company’s target of a sub-100% combined ratio by Q416 remains on track. In 

relation to the claims backdrop, we note the likelihood of an updated Book of 

Quantum over the summer, which should help the industry. FBD is also correct in 

highlighting the extensive media commentary in recent months on rising claims 

costs (and fraud cases) which should prove supportive for ongoing rate hardening. 
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Donegal Investment Group Seed potato business continues to struggle 
 

Donegal Investment Group reported FY15 results this morning, with revenue growth of 2.7% 

and PBT decline of 11% to €3.75m. This is 6% and 35% behind our forecasts respectively. 

The key variance with our forecasts was a disappointing performance in the seed potato 

division (€0.8m loss vs. €0.9m profit forecast) and Associate, Monaghan Mushrooms. The 

valued-added dairy and animal feeds business grew strongly, with operating profit for the 

food-Agri division up 26% to €1.9m. 

 

The former suffered in H1 due to weak ware potato pricing and the subsequent impact on 

demand for seed potato. This was compounded in H2 by difficult trading conditions in key 

export markets, with geo-political instability in the Middle East and an unexpected change in 

import regulations in North Africa. 

 

Monaghan Middlebrook Mushrooms (MMM) provided in-line with expectations in its core UK 

business. However, the full year performance was impacted by its European Subsidiary. DIG 

won its shareholder oppression case relating to MMM against the majority shareholder last 

year, although, the respondents have appealed some aspects of the decision. This was heard 

by the Courts of Appeal at the end of April but it has deferred a ruling until all issues 

between the two parties have been determined. No set date for a ruling has been made. 

 

This is a disappointing set of results for DIG, with the ongoing issues around potato 

pricing continuing to weigh on the core seed potato business. This looks set to 

continue into at least the first half of 2016.   
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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

AIB Group 8.11 22,135 -1.8 -9.9 -10.0 21.7 -1.9 -9.8 -13.6 27.6 15.7 22.8

CRH 26.11 21,292 -0.4 2.3 5.9 -2.2 -0.6 2.5 1.7 2.5 16.4 13.0

Ryanair 13.54 18,529 0.8 4.5 -1.7 -9.8 0.7 4.7 -5.6 -5.5 14.7 11.2

HeidelbergCement 79.00 15,675 0.4 0.5 7.1 4.5 0.2 0.7 2.8 9.5 14.4 13.7

IAG 5.51 11,201 -0.7 4.4 1.7 -9.7 -0.9 4.6 -2.4 -5.4 6.0 4.8

Kerry Group 77.50 13,625 -1.5 -4.7 -4.8 1.6 -1.7 -4.5 -8.6 6.5 23.5 20.7

Wolseley 39.15 10,181 -0.5 1.0 0.8 6.1 -0.5 2.6 -1.9 5.6 15.7 13.1

Paddy Power Betfair 89.95 7,529 -0.1 3.2 -3.3 -0.9 -0.1 4.9 -5.9 -1.4 29.2 24.1

Bank of Ireland 0.27 8,744 0.7 5.9 3.8 -20.1 0.6 6.1 -0.3 -16.2 11.7 10.6

Mondi 13.28 6,448 1.5 0.8 1.0 -0.4 1.3 1.0 -3.0 4.4 12.2 11.7

Indices

% Price 1 Day 1 Week 1 Mth Ytd

ISEQ 6,238.08 -0.58 1.43 0.21 -8.15

FTSE 100 6,322.40 0.04 -0.93 3.54 1.28

DAX 30 10,321.15 0.21 -1.10 4.77 -3.93

CAC 40 4,557.36 -0.04 -0.56 5.26 -1.72

FTSE Eurofirst 300 1,373.23 0.18 -0.30 4.26 -4.47

Nasdaq 4,805.29 -1.19 -2.84 0.81 -4.04

S&P 500 2,075.81 -0.92 -0.75 1.90 1.56

Dow Jones 17,830.76 -1.17 -0.84 1.68 2.33

Nikkei 225 16,666.05 -3.61 -4.02 -2.73 -12.44
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Exchange Rates

Current Px 1 day Px 1 Week Px Dec15 Avg Ytd

Stg/€ 0.776 0.778 0.787 0.737 0.776

US$/€ 1.132 1.131 1.129 1.086 1.110

CHF/€ 1.097 1.100 1.098 1.087 1.095

JPY/€ 122.836 125.846 123.575 130.676 126.382

Bonds

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

US 2 Yr 0.77 -0.04 0.77 -0.09 -0.05

US 10 Yr 1.83 -0.03 -0.04 -0.06 -0.15

UK 2 Yr 0.53 - 0.03 0.06 0.14

UK 10 Yr 1.61 -0.02 0.02 0.15 -0.06

BD 2 Yr -0.51 -0.01 -0.02 -0.51 -0.05

BD 10 Yr 0.26 -0.03 0.02 0.26 -0.15

Irish 10 Yr 0.93 -0.02 0.03 0.12 0.00

Commodities

% Current  1 day  5 day 1 Mth 1 Yr

Brent (ICE $/bbl) 48.14 2.03 6.72 19.54 -25.53

Gasoline (NYM $/Gal) 1.60 1.09 4.38 8.86 -19.39

Heat Oil (NYM $/Gal) 1.41 1.76 6.85 18.06 -26.70

Nat.Gas 2.08 4.16 -2.90 12.45 -17.44

Gold $/oz 1,256.00 0.69 1.03 2.87 3.89

Silver $/ozt 17.35 0.06 0.93 13.55 6.31

Copper U$/MT 4,912.50 -0.40 -2.05 -0.38 -19.34

Wheat $/BU 4.86 0.41 2.43 3.08 1.94
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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 
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Recommendation Definitions 
Goodbody Stockbrokers uses the terms “Buy”, “Sell” and “Hold. The term “Buy” means that the analyst expects the security to appreciate in 
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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 
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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 Eamonn Hughes holds shares in AIB Group

We would like to inform you that Colm Foley holds shares in Permanent TSB

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  

Permanent TSB

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