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Greencore FTG continues to drive growth in Q3 
 

In a Q3 trading update this morning, Greencore management has reiterated its confidence in 

delivering a full-year result in-line with market expectations (EBITA consensus of £101m, 

broadly in-line with Goodbody estimates). As a result, we are unlikely to significantly change 

our forecasts at this point. 

 

The UK convenience division grew 5.7% in the quarter which compares to +7.2% in H1 and 

our full year forecast for +6.8%. Growth continues to be driven by the Group’s Food-to-go 

division (+13% in H1), which is benefitting from the rollout of the new Northampton contract 

and new product launches.  

 

In the US, financial performance has progressed in-line with the expectations set out at the 

half year (turn profitable in H2). Overall, constant currency sales fell 1% in the quarter which 

reflects: i) a tough prior year comparator (+22% in Q315); ii) product exits as part of the 

transfer of volume to Rhode Island (knocked 3% off growth); and, iii) timing of shipments of 

frozen products. This timing issue occurred in H1 (+11.5%), with growth of 1% in Q1 

followed by +22% in Q2 – we expect the same pattern in H2, with low growth in Q3 followed 

by a strong Q4. 

 

In addition to the bolt-on acquisition announced yesterday, the Group’s capex projects in the 

UK (expansion of Northampton facility and addition of new production lines in its other UK 

facilities) and US (Seattle commissioning and first shipment of finished products) have 

progressed as planned. 

 

While the Group acknowledges the uncertainty caused by the EU referendum, it expects the 

short term impact to be modest. At current rates, net debt will be higher than expected due 

to the translation of US dollar borrowings (45% of debt). 

 

We retain our positive stance on the stock given the robustness of growth in the UK 

and the US reaching an inflection point in terms of profitability. As a result, we 

believe a calendarised 2017 PE of 14.5x, vs 22x for the sector, is undemanding. 
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Hibernia REIT Trading update and large lease announcement at 1DC 
 

Hibernia has announced a trading update for April 1 to date. The highlights are (i) committed 

development schemes remain on track; (ii) its acquisition of Blocks 1,2 & 5 Clanwillliam 

Court; (iii) the formation of its building management department, all of which were 

previously flagged, and (iv) a new announcement on a lease for the remaining 30,200 sq ft 

of One Dockland Central at €50 sq ft. Hibernia also notes it “is too early to see any 

discernible impact, positive or negative, on the occupational and investment markets in 

Dublin” from the recent Brexit vote though it “remains optimistic for the future”. 

 

Hibernia has announced that it has leased the remaining 30,200 sq ft of One Dockland 

Central for €50 sq ft to the Commission for Communications Regulation (ComReg). The state 

entity will occupy the ground and second floors on a 20 year lease, paying €1.6m of rent, 

with a tenant only break after 11 years. Rent frees expire in November, resulting in a 

building passing rent of €3.7m, a 6.9% yield on cost. At the FY16 results (in late May), 

Hibernia had flagged a potential incremental €1.6m rent from the building, so the deal looks 

in line with prior guidance (and the March 2016 ERVs). Hibernia also announced it has let 

5,200 sq ft in the Chancery Building on a 15 year lease at €37 sq ft, in line with our model 

assumptions. In conjunction with the recent Clanwilliam Court acquisition, Hibernia’s 

contracted rent roll is now over €43m. It also flags disposals in its non-core Dorville assets. 

 

We welcome the lease of outstanding space in 1DC, which shows further progress 

on asset management initiatives at Hibernia. Though in line with ERVs, it probably 

comes in c.3-4 months ahead of our model forecasts, though the impact on income 

and more importantly on group NAV is minimal. 

 

Home…  

 
 

Ladbrokes CMA publishes final report summary, all as expected 
 

The UK Competition and Markets Authority has this morning released the summary of its 

final report into the proposed Ladbrokes and Coral merger. The summary report reiterates 

the findings in the preliminary report in May which said that 350-400 shops would have to be 

divested in order to remedy competition concerns in 642 local areas. No exact number has 

been given and it appears that the exact number of divestments will depend on which shops 

are divested. Ladbrokes and Coral will now have to find a suitable buyer or buyers for the 

shops which the CMA will have to approve. Coral has subsequently released a statement 

saying that it welcomes the report summary, that the divestment process can now accelerate 

and that it still expects the merger to complete in Autumn. The CMA’s final report is expected 

to be published shortly.  

 

Overall, the summary indicates that final report looks to be bang in line with the 

provisional findings released in May and expectations that the group will now have 

to divest 350-400 shops (in line with our expectations of 395, but we expect the 

final number could well be at the bottom end of this range). There is no doubt that 

the recent Brexit vote and subsequent worries regarding the UK consumer have 

had an impact on valuation. However, we continue to believe that a merger of 

Ladbrokes and Coral will drive significant upside from current levels (PT 160p). 
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Air France-KLM New challenges undermine confidence 
 

Ahead of Wednesday’s Q2 release, we revise our forecasts. Our previous thesis that AF could 

achieve €2.7bn FY16 EBITDA was premised on (1) a €1.5bn fuel tailwind, (2) benign summer 

capacity, (3) stable labour backdrop and (4) normalising of tourist demand to France post-

November’s attacks. This view has been undermined by numerous headwinds emerging in 

Q2/early Q3. 

 

We expect Q216 to show only €104m EBIT growth (consensus +€70m) despite a €500m fuel 

saving. This is based on RASK -5% (prev -4%) & ex-fuel CASK (-1%). Of most concern is 

summer yield momentum highlighted in its May/June traffic. 

 

We adjust FY16e EBITDA -14% to €2.3bn, leaving us 14% below consensus. This reflects 

weaker pricing (moving RASK from -3% to -5%) due to (1) overhang of Q2 strike/ATC risks, 

(2) a further hit to inbound travel, post-Nice, and (3) late capacity entering its markets 

(US/Europe). In FY17, our main adjustment is €260m higher fuel on weaker EUR, reducing 

our EBITDA by 18%. 

 

We now forecast FY17 ROCE of 5.7% (was 8%). This suggest ROCE will peak in 

FY16 (5.8%) as fuel tailwinds diminish. As such, we roll our valuation to FY17. Our 

0.24x CE multiple gives a €5.60 PT. Any labour deal by y/e, though unlikely, would 

provide upside to our FY17e. With fresh demand concerns and FX headwinds, 

though factoring in a 30% pullback in value since Q1 release, we move to HOLD. 

 

Home…  

 
 

Lufthansa Low visibility brings guidance volatility 
 

We adjust our forecasts in light of last week’s profit warning. The adjustment to FY16 

guidance from ‘slightly above’ €1.82bn adj EBIT to ‘below’ €1.82bn was well indicated in its 

Q2 traffic releases. Q216 adj EBIT was €200m/€100m behind GBY/consensus, but what 

surprised was the nature of RASK outlook (H2 guided -8%/-9%). This was attributed to 

geopolitical/terror events.  

 

We believe that the impact of these events is short-term in nature but ill-timed, given the 

damage done to discretionary late-bookings for the leisure biased Jul-Sept period. Of equal 

concern is the visible competitor trend toward relocating capacity to LHA’s home markets. 

This is evident in late capacity entering its transatlantic market in the summer and LCC 

capacity relocating to Germany this winter, to limit exposure to the weaker GBP/UK demand.  

 

We lower FY16 adj EBIT by €314m to €1.35bn, reflecting lower RASK (from -6% to -7%), 

weak cargo and changes to capacity guidance (+5.4%). For FY17e, we mark-to-market for 

fuel/FX, raising our fuel bill by €110m. This sees us lower adj EBIT by €407m to €1.31bn, 

19% below consensus.  

 

Our €9.30 PT, which now partially captures our FY17e ROCE of 4.8%, reflects our 

view that revised consensus for both FY16/17 still looks demanding 

(€1.49bn/€1.61bn respectively). Given the downside risk to yields, as we move 

from partially-visible summer to non-visible winter, we move to a SELL. 
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Banks Figures to watch in the H116 results later this week 
 

The 3 main quoted Irish banks are set to report H116 numbers later this week, with PTSB on 

Wednesday (July 27th), AIB on Thursday (28th) and Bank of Ireland on Friday (29th). The 

European bank stress test results are also due on Friday (after the market close). 

 

At PTSB, the market will be focusing on new business momentum and whilst we anticipate it 

to be positive yoy, PTSB will have seen further pressure as Q2 unfolded from AIB’s pricing 

moves. Funding plans will also be a key issue and the latest state of play on CHL. At AIB, the 

key issue will be NIM progression against the backdrop of its SVR rate reductions though it 

has the benefit of cocos dropping out of the equation in H2 and NAMA bonds reducing. We 

anticipate flat capital ratios and so most attention is likely to focus on any updated view on 

the earnings profile (post Brexit). With a pre-announcement two weeks ago from BOI on its 

pension deficit (from €0.9bn in Q1 to €1.2bn in Q2), the market has already absorbed that 

its capital ratio is likely to retrace to c.10.8% in June. It also flagged trading in H1 was in line 

with expectations. We anticipate BOI’s NIM to be static in H1 from the Q1 2.11% outturn. As 

such, the main focus will be for clues on future Irish and, in particular UK, trading given 

post-Brexit uncertainty, with any knock-on impact for its dividend plans. In relation to the 

bank stress tests, we anticipate a middle of the pack outturn from the main Irish banks. 

 

An email with fuller details on the likely H1 outturn at each bank has been sent 

separately. As we mull over the impact of the Brexit vote on the UK economy and 

for the Irish economy, we will update earnings forecasts post results, but clearly 

the risk bias to our existing estimates is downwards.  

 
Eamonn Hughes 

+353-1-641 9442 
eamonn.g.hughes@goodbody.ie 
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Mondi Positive forecast revision cycle continues 
 

According to listing rules in South Africa if companies believe earnings for the upcoming 

period are going to be up at least 20% yoy then it has to release this to the market. As a 

result, Mondi has reported that first half underlying earnings for the first six months will be in 

the range of 73-77c. This is up from 67.8c last year and is ahead of both our forecast (71c) 

and consensus (72c). As usual no further detail is given. 

 

This morning’s statement from Mondi more than underpins our full year forecast of 

143c and as a result the positive forecast revision cycle continues. 
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Economic View Cash is king in the Irish housing market 
 

In recent years we have frequently commented about the ongoing high levels of cash 

purchases in the Irish housing market. Using estimates from the property price register 

combined with the mortgage drawdown data we were able to estimate that cash purchasing 

has remained consistently above 50% of total transactions since 2010. In a new paper 

published by the Central Bank yesterday, this analysis was augmented to provide some 

historical context to this trend.  

 

The Central Bank research notes that in volume terms the number of cash buyers was in fact 

higher in the early-2000s (peaked at c.45,000 in 2003) than in recent years (23,000 in 

2013, 29,000 in 2014). However, due to the collapse in total market transactions, cash 

buyers have represented a significantly higher proportion of overall property transactions. In 

2013/2014, cash purchasers accounted for close to 60% of the total, relative to c.30% in the 

first half of the 2000s. The CB notes that this is unsurprising at this stage in the cycle, given 

the presence of receivership sales for instance. It has also been aided by institutional 

demand over recent years.  

 

With regard to transactions overall, it notes that, in a “normal” market, 

transactions should amount to 4% of the housing stock. The rate in Ireland 

currently stands at c.2%. If cash purchases are above what one might expect (the 

contention of the Central Bank), it stands to reason that housing transactions 

overall are low because of inappropriately low mortgage lending. A normal 

functioning market therefore requires significantly higher mortgage lending. We 

estimate that this level is c.€8bn per annum, compared to the €5.3bn expected this 

year.  

 
Dermot O’Leary 

+353-1-641 9167 
dermot.c.oleary@goodbody.ie 

 

Home…  

 
 

CPL Resources Randstad Q2, limited post-Brexit impact 
 

Randstad, which is focussed largely on the European and North American recruitment 

markets, issued Q2 results this morning. Revenue for the three months to March amounted 

to €5.1bn, up 6.1% YoY and 3.1% on an organic basis. Underlying EBITA of €240m improved 

10% organically with EBITA margin of 4.7% up from 4.5% in Q2’15. 

 

On a regional basis, the UK, which accounted for just 4% of the revenue base, was down 5% 

YoY, though ‘flat’ on an organic basis. Aside from the Belgium / Luxembourg region, the UK 

was one of the few outliers in terms of organic revenue growth with Iberia (+5%), Germany 

(+5%) and ‘Other European countries’ (+9%) all recording strong YoY organic revenue 

growth. Of relevance to CPL, Poland, which is included in the Other European category, 

recorded YoY growth of 13%. 

 

Commentary on the outlook is limited to an expectation that volumes in early July indicate a 

continuation of the Q2 growth rate. With respect to the impact of the EU Referendum, 

headline commentary from the CEO indicates “no post Brexit effect on business” with 

“limited effect post Brexit in UK staffing”. 

 

While the statement from Randstad this morning has limited relevance to CPL given 

the latter’s 74% NFI exposure to Ireland, the underlying Randstad performance in 

Poland is a marginal positive (CPL’s International business derives largely from 

Poland accounting for c.10% of NFI). Commentary on the UK should also provide a 

degree of comfort ahead of Cpl’s scheduled FY16 results statement on Sept 1st. 
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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 26.84 21,892 - 1.7 4.8 0.5 -0.2 1.0 -1.0 7.9 16.9 13.4

AIB Group 6.50 17,752 - 1.2 13.8 -2.4 -0.2 0.6 7.5 4.7 14.3 19.7

Ryanair 11.64 15,002 6.7 -0.6 -5.7 -22.5 6.5 -1.2 -10.9 -16.8 14.2 11.0

HeidelbergCement 71.42 14,171 0.1 -0.3 -0.4 -5.6 -0.1 -1.0 -6.0 1.3 13.8 12.5

Kerry Group 77.02 13,540 -1.5 -4.3 -3.1 0.9 -1.7 -4.9 -8.5 8.3 23.3 20.6

Wolseley 40.80 10,610 0.2 -0.1 9.0 10.5 0.4 -1.2 0.5 4.6 16.2 14.2

IAG 4.03 8,200 -0.6 -6.3 -1.4 -33.9 -0.8 -6.9 -6.9 -29.1 5.1 5.1

Paddy Power Betfair 87.50 7,324 -0.5 1.8 0.3 -3.6 -0.3 0.8 -7.6 -8.9 28.4 23.3

Mondi 14.68 7,128 -0.1 2.4 10.3 10.0 -0.3 1.8 4.2 18.1 12.5 12.0

DCC 67.55 5,960 0.3 -0.4 9.3 19.3 0.5 -1.4 0.7 12.9 21.0 24.1

Indices

% Price 1 Day 1 Week 1 Mth Ytd

ISEQ 5,839.38 0.54 0.37 -0.66 -14.02

FTSE 100 6,710.13 -0.30 0.22 9.31 7.49

DAX 30 10,198.24 0.50 1.34 6.71 -5.07

CAC 40 4,388.00 0.16 0.69 6.85 -5.37

FTSE Eurofirst 300 1,344.95 0.06 0.51 5.94 -6.44

Nasdaq 5,097.63 -0.05 0.83 8.28 1.80

S&P 500 2,168.48 -0.30 0.07 6.43 6.09

Dow Jones 18,493.06 -0.42 -0.22 6.28 6.13

Nikkei 225 16,620.29 -0.04 0.74 11.16 -12.68
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Exchange Rates

Current Px 1 day Px 1 Week Px Dec15 Avg Ytd

Stg/€ 0.836 0.839 0.833 0.737 0.786

US$/€ 1.097 1.098 1.107 1.086 1.115

CHF/€ 1.083 1.085 1.089 1.087 1.095

JPY/€ 116.418 116.652 117.145 130.676 123.356

Bonds

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

US 2 Yr 0.74 0.02 0.74 0.11 -0.10

US 10 Yr 1.58 0.01 -0.01 0.02 -0.34

UK 2 Yr 0.13 0.01 -0.03 -0.13 -0.39

UK 10 Yr 0.81 0.02 -0.01 -0.27 -0.80

BD 2 Yr -0.62 0.00 0.03 -0.62 -0.12

BD 10 Yr -0.04 -0.01 -0.02 -0.04 -0.30

Irish 10 Yr 0.46 -0.01 -0.02 -0.34 -0.46

Commodities

% Current  1 day  5 day 1 Mth 1 Yr

Brent (ICE $/bbl) 44.72 -2.12 -5.19 -7.62 -18.13

Gasoline (NYM $/Gal) 1.36 - -0.16 -10.72 -25.53

Heat Oil (NYM $/Gal) 1.38 - -3.42 -5.86 -15.59

Nat.Gas 2.75 -1.08 3.35 3.19 -1.04

Gold $/oz 1,313.15 -0.58 -0.21 -0.18 21.50

Silver $/ozt 19.41 -1.47 -1.47 7.59 33.95

Copper U$/MT 4,920.00 -0.73 0.40 5.51 -5.83

Wheat $/BU 4.25 - 2.97 -8.55 -16.90
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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 
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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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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  holds shares in Permanent TSB

Goodbody Stockbrokers or GSI holds a proprietary position and/or controls, on a discretionary basis, more than 0.5% of the total issued 

share capital of Bank of Ireland, Hibernia REIT, and Permanent TSB

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

https://www.goodbody.ie/company-descriptions.html
https://www.goodbody.ie/valuation-methodologies.html
https://www.goodbody.ie/valuation-methodologies.html
https://www.goodbody.ie/assets/Reg_Disclosures.pdf
https://www.goodbody.ie/assets/Reg_Disclosures.pdf
https://www.goodbody.ie/assets/Reg_Disclosures.pdf
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