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Bank of Ireland H116 First Glance – Broadly in line, dividend on watch 
 

BOI has reported H116 operating profit pre-exceptionals (ex Visa) of €465m, versus our 

€458m estimate, c.2% better. Income was 1% lower than expected, with net interest 

income 2% weaker (underlying), but non-interest income was 7% better, while costs were 

broadly in line. Elsewhere, the bad debt charge of c.€95m, was better than our €130m 

forecast. BOI reported net exceptional gains of €92m (largely its Visa stake), to give 

reported pretax profit of €557m, whilst reported net profit was €439m. The fully loaded core 

tier 1 ratio was 10.7% vs our 10.8% estimate (and 11.2% last March). Net loans of €80.2bn 

compared with €81bn in March, with sterling FX translation a factor. We are in the process of 

revising numbers in any case in the context of Brexit, but on first glance, adjustments to that 

view are unchanged from today’s results (little bit lower on pre-provision, bit better on 

provisions). In relation to the dividend, BOI reiterates its aim to recommence dividends at a 

modest level in FY16 results, but external factors such as the Brexit result may impact on the 

timing of their ambition to recommence dividends. 

 

Net interest income in H1 was €1,117m, which compared with our estimate of €1,158m. The 

net interest margin was 2.11% in line with our 2.11% estimate (was 2.11% in Q1). But 

assets were c.€1bn lower than we anticipated and ELG costs went up in the period – but 

looks this looks to be a one-off charge. BOI is indicating that the NIM will be positively 

impacted by the redemption of the coco in late July – our current full year estimate is 

2.14%. Non-interest income, including associates, ex Visa, was €395m compared to the 

€370m expected. Operating costs were €952m, up 9% yoy (€940m anticipated). This drove 

an operating surplus of €560m, compared to our €588m expectation (including associates). 

The bad debt charge of €95m compared with our €130m estimate, so a bit better. 

 

The fully loaded capital ratio was 10.7% in June and was a shade lower than our 

10.8% expectation. It was down from 11.3% in December (and 11.2% in March) 

impacted by a previously flagged pension deficit headwind in the period (from 

€0.74bn to €1.2bn). On funding, the Loan to Deposit ratio was 103% (106% last 

December). Deposits were €77.5bn compared to €79bn last March (€80.2bn in 

December). Net loans were €80.2bn compared with €81bn last March (and €84.7bn 

in December), with sterling FX rates reducing both loans and deposits and 

deleveraging. Elsewhere, there were €9.9bn of NPLs (€11.1bn in March, €12.0bn in 

December). Provision coverage on NPLs was 49% (49% last December). 
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Economic View IMF largely upbeat on Ireland in its latest review 
 

It was not that long ago that the views emanating from IMF missions to Ireland received a 

significant amount of attention. Following the end of Ireland’s adjustment programme at the 

end of 2013, this is no longer the case, but that does not make their views any less relevant.  

 

In this regard, the IMF published its latest Article IV and fifth programme review yesterday. 

Like the most recent reviews, the IMF is generally positive on Ireland, with the economic 

rebound being described as “exceptional”. It does argue though that the recovery is 

incomplete. It has downgraded its estimates for economic growth for both 2016 (4.9% 

versus 5.0%) and 2017 (3.2% versus 3.6%), but, similar to the Central Bank earlier this 

week, it sees risks tilted to the downside, primarily due to Brexit.  

 

In terms of policy priorities, the IMF focuses four main areas – (1) fiscal; (2) banking; (2) 

property market, and; (4) supporting businesses. (1) it encourages the ongoing reduction in 

public debt levels but does leave open the option of counter-cyclical policy should the Brexit 

vote have bigger ramifications than expected. It also encourages shifting the tax burden 

from direct to indirect taxation. (2) Efforts should continue to reduce NPLs while bank asset 

disposals should continue; (3) macro prudential rules should remain and policy actions 

should be implemented to increase housing supply. (4) Policies should encourage financing 

options for SMEs. 

 

While the IMF does not yield the same stick that it once did on Ireland, it would be 

sensible for Irish policymakers to heed their advice on these issues.  
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HeidelbergCement Developed markets driving performance 
 

HeidelbergCement has reported a strong Q2 with EBITDA (incl JV’s) increasing by 8.5% to 

€791m. This compared to Goodbody’s forecast of €766m and consensus of €771m. The 

strong performance was driven by continued momentum in the US combined with improving 

trends across much of Europe, with energy costs continuing to abate. Full year guidance has 

been reiterated. 

 

Performance across the European divisions was also strong with good volume growth across 

all products. EBITDA margins in Western and Southern Europe +190bps to 21.1%. 

Management also notes that it has seen no impact from Brexit so far with the first two weeks 

of July being strong. 

 

Momentum in the US (c.25% of group FY16 EBITDA) seen during Q1 has continued into Q2 

driven by strong performance in the aggregates business. Revenues increased by 1.1% on a 

lfl basis with EBITDA increasing by an impressive 13.8% lfl to €282m. This was comfortably 

ahead of our forecast of €267m. Pricing dynamics across cement and aggregates remained 

strong enabling operating leverage of close to 100%. 

 

The Asia-Pacific region was the key laggard versus our expectations, due to a weak outturn 

from Indonesia. EBITDA for the region came in at €163m which compared to our forecast of 

€171m. Of note, performance in Indonesia remains subdued with cement volumes down in 

Q2, and while an element of this may be due to the timing of Ramadan, the rhetoric around 

the market appears more challenging. Margins in Indonesia are down 280bps yoy to 31.6% 

 

Given the strong outturn from the developed markets we believe the bias to our 

numbers is to the upside. For FY16 we expect group EBITDA (on a standalone 

basis) of €2.77bn which is a touch ahead of consensus of €2.75bn.  
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Building Materials Saint Gobain reports good performance in Europe 
 

Saint Gobain has reported Q216 group revenue of €10.4bn, in line with consensus estimates, 

driven by lfl growth of 3.9% (+1.8% Q116, 0.4% Q415, 0.2% Q315). Although aided by a 

greater number of trading days, volume growth of 4.6% in Q2 is encouraging (+2.3% in 

Q116, 0% in FY15).  

  

On a regional basis, it was no surprise to see lfl sales in North America increase 4% (up from 

3.2% in Q1). However, growth in Europe has materially accelerated with lfl growth of +1.3% 

in France and +6.3% in Western Europe compared to 0% and 2% for Q116, respectively.  

  

With regard to the Building Distribution business (Q2 lfl growth of 4.6% vs 1.4% in Q1), 

management notes that trading in France benefitted from an upturn in new build, while rmi 

remains sluggish. Germany, the UK and especially the Nordics continue to report good 

volume growth.  

  

With regard to the outlook, management believes: (i) France should gradually benefit from 

recovery in new build; and (ii) other western European countries should continue to deliver 

growth, while the UK faces uncertainty following the EU vote. 

  

Saint Gobain’s Q216 performance, coupled with the positive results from 

HeidelbergCement’s H116 (see above) points to an acceleration in the recovery of 

European construction markets. This provides a positive backdrop for CRH, 

HeidelbergCement and Kingspan, all of which are materially exposed to recovery in 

these depressed markets. However, we would caution that the medium term 

impacts of Brexit on wider European economic activity clearly remain an unknown.  
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IAG Tougher times than expected 

 

Q2 results came in below our and market’s expectations at €555m, +4.7% yoy (our forecast 

€576m). FX had a significant impact at a stated €148m net negative.  

 

In terms of revenues, reported RASK was down 10.2% and down 6.2% on a constant 

currency basis (equivalent to a €225m negative). Reported CASK ex-fuel was down 1.1% 

yoy but up 0.8% constant currency (equivalent to €75m positive). Importantly the company 

expects to deliver a 1% decline in ex-fuel costs on a constant currency basis for the year as 

a whole, highlighting an acceleration in ‘self-help’ cost cutting that should increase further in 

2017.  

 

Looking forward, the company intends to bring capacity growth down for this year from 

4.9% to 4.5%, with the biggest change being seen at Vueling (was +15.4%, now 11.9%) 

and will review 2017 plans.  

 

Overall, this was a disappointing quarter and clearly the second half of the year 

faces serious challenges. As such, guidance is now for low double digit growth in 

FY16 operating profits, suggesting ~€2.6bn vs €2.335bn last year. This is a long 

way from the implied €3.2bn given at the FY15 year-end report and highlights the 

negative impact that ATC disruption across Europe and Brexit risk regarding the UK 

is having on the group.  
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Glanbia GNC holdings continues to struggle but provides limited read-through for Glanbia 
 

GNC Holdings, the vitamins and sports supplements retailer, continued its trend of 

disappointing quarterly results, with co-owned store sales down 3.7% in Q2 (vs. consensus 

estimates for -2.2%). This follows on from Q116 and Q415 when same store sales were 

down 2.6% and +0.8%. As with Q1, the key driver of the declines was vitamin sales. The 

Group also decided to suspend 2016 guidance as it appointed a new interim CEO. 

 

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.  
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Market Data 
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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 27.00 22,022 -1.0 2.5 10.5 1.1 -0.0 2.8 3.1 9.0 17.0 13.4

AIB Group 6.60 18,025 1.1 1.5 27.1 -0.9 2.0 1.9 18.6 6.8 14.5 20.1

Ryanair 11.90 15,344 2.5 7.8 10.3 -20.7 3.5 8.2 2.9 -14.6 14.2 11.2

HeidelbergCement 73.40 14,564 1.0 2.6 8.5 -2.9 2.0 3.0 1.2 4.6 14.1 12.9

Kerry Group 75.45 13,264 -0.1 -5.5 -0.8 -1.1 0.9 -5.1 -7.4 6.5 22.9 20.1

Wolseley 41.63 10,826 -0.1 2.4 13.1 12.8 0.1 1.2 3.6 6.1 16.5 14.5

IAG 4.09 8,320 -1.7 0.9 14.6 -33.0 -0.8 1.2 6.9 -27.8 5.1 5.2

Mondi 15.12 7,342 -0.6 3.8 17.2 13.3 0.4 4.2 9.3 22.1 12.8 12.2

Paddy Power Betfair 84.95 7,111 -0.1 -3.0 6.3 -6.5 0.1 -4.1 -2.6 -12.0 27.6 22.6

DCC 67.40 5,947 -0.1 -0.1 9.9 19.1 0.1 -1.3 0.7 12.0 21.0 24.1

Indices

% Price 1 Day 1 Week 1 Mth Ytd

ISEQ 5,804.47 -0.23 -0.18 6.57 -14.54

FTSE 100 6,721.06 -0.44 0.32 9.46 7.67

DAX 30 10,274.93 -0.43 1.17 8.76 -4.36

CAC 40 4,420.58 -0.59 1.01 8.11 -4.67

FTSE Eurofirst 300 1,338.28 -1.00 -0.44 6.85 -6.90

Nasdaq 5,154.98 0.30 1.60 9.87 2.95

S&P 500 2,170.06 0.16 0.23 6.58 6.17

Dow Jones 18,456.35 -0.09 -0.33 6.01 5.92

Nikkei 225 16,476.84 -1.13 -1.98 7.53 -13.43
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Exchange Rates

Current Px 1 day Px 1 Week Px Dec15 Avg Ytd

Stg/€ 0.845 0.838 0.832 0.737 0.787

US$/€ 1.108 1.099 1.100 1.086 1.115

CHF/€ 1.088 1.092 1.087 1.087 1.094

JPY/€ 116.194 116.104 116.947 130.676 123.204

Bonds

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

US 2 Yr 0.71 -0.02 0.71 0.09 -0.07

US 10 Yr 1.51 0.01 -0.05 0.04 -0.32

UK 2 Yr 0.12 0.00 -0.04 -0.06 -0.42

UK 10 Yr 0.71 -0.03 -0.12 -0.25 -0.90

BD 2 Yr -0.62 0.01 -0.00 -0.62 -0.11

BD 10 Yr -0.09 -0.01 -0.08 -0.09 -0.35

Irish 10 Yr 0.44 -0.00 -0.05 -0.20 -0.49

Commodities

% Current  1 day  5 day 1 Mth 1 Yr

Brent (ICE $/bbl) 42.70 -1.77 -6.54 -12.10 -19.89

Gasoline (NYM $/Gal) 1.31 -1.15 -4.06 -13.50 -27.56

Heat Oil (NYM $/Gal) 1.30 -1.79 -6.03 -12.45 -19.41

Nat.Gas 2.87 7.52 3.46 -1.51 1.84

Gold $/oz 1,341.75 0.96 1.59 2.45 22.40

Silver $/ozt 20.41 4.24 3.60 16.16 40.37

Copper U$/MT 4,862.00 -0.15 -1.90 1.77 -7.20

Wheat $/BU 4.10 -1.08 -3.53 -10.28 -19.68
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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 has provided investment banking services to Applegreen, Cairn Homes, CRH, Hibernia REIT, IAG, Paddy Power Betfair, Permanent 

TSB and Wireless Group in the past 12 months. 

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

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

Group 

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/conflicts-of-interest.html
https://www.goodbody.ie/assets/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.  
 
 

 

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

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