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CRH Solid outcome in H116 
 

CRH has reported EBITDA of €1,120m for the first six months of the year. This compares to 

our forecast of €1,103m and recently increased guidance of “approximately €1.1bn” (up from 

“close to €1 billion” in update on April 27th). Excluding first time contributions from 

acquisitions (particularly the Lafarge-Holcim and C.R.Laurence assets), we estimate 

underlying EBITDA growth of 29% in the first half (versus 18% H15 and 13% H215). In 

terms of the outlook, management has guided for FY16 EBITDA “in excess of €3bn” which 

compares to our forecast of €3.2bn. 

 

Momentum in the US remained strong through the first six months with underlying sales up 

12%, which coupled with strong operating leverage resulted in a c.250bps expansion in 

EBITDA margins to 8.9%. Regional EBITDA was therefore €563m versus Goodbody forecast 

of €579m. In terms of the two biggest divisions the points of note are: (i) In the seasonally 

weaker first half underlying sales in Materials was +10.6% (27% Q1; 5-6% FY15) and 

operating leverage was strong at 44% (c.50% in FY15); and (ii) Product lfl sales growth was 

13% in H1 (6-7% FY15 and 22% Q1) while operating leverage came in at c.11% which is a 

step down from the last twelve months.  

 

There are signs of improvement in Europe with underlying sales growth of 4.7% in Europe, 

with Heavyside +4%, Lightside +5% and Distribution +1%. While the top line momentum in 

European Heaviside is encouraging this has not translated in positive performance in 

operating leverage terms due to competitive markets in some countries. 

 

Overall this is a solid set of numbers from CRH with few surprises at the headline 

level. FY16 guidance is broadly in line with our forecasts which we believe are well 

underpinned at this stage. However, there will be a focus on operating leverage on 

the conference call. Net debt of €7.1bn is slightly better than our forecast (€7.2bn) 

with management noting that debt metrics will be at or below normalised levels 

(2x net debt/EBITDA) by year end. We remain positive on the stock with earnings 

growth underpinned by continued cyclical recovery in end markets, integration of 

recent M&A and upside to synergy targets.  
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Cairn Homes First Glance H116 – Evidence of progress coming through 
 

Cairn Homes has reported H116 results with revenue of €16.0m and a small net loss of 

€0.6m. It reported a €0.5m pretax profit before exceptional items. We had been anticipating 

revenue of €12.3m and a net loss of €3.5m, though even stripping out some unexpected 

gains and costs, the net loss was still c.€1m better. 

 

Cairn has indicated that sales at Parkside have been stronger than anticipated over the 

summer, which will impact positively on H2 completion targets. There were no completed 

sales at Albany yet, though it was only a May launch. Cairn is now up to 112 homes sale 

agreed and 64 completed (implies 14 closed in the past 7 weeks). Cairn is live on 5 sites and 

has reaffirmed its commitment to be working on a further 5 sites within 12 months, a 

reassuring trajectory. Besides, Parkside and Albany, Cairn is also currently on-site at 

Marianella, Ashbourne (350 units) and Hannover Quay (122 units, where favourable planning 

has added an extra 22 units). Cairn has had 8 successful planning grants to date, with a 

further 5 under consideration. At period end, Cairn’s NAV was €666m (1% ahead), with net 

debt of €31m. Cairn realised €32m from settlements and asset sales from Project Clear, 

whilst twelve sites, or €152m of assets, have transferred to direct ownership.  

 

We are likely to raise our FY16 101 unit sales marginally, but keep our c.350 FY17 

and c.790 FY18 trajectory intact. Cairn’s strong balance sheet and unrivalled site 

ownership (c.20% of undeveloped land in Dublin) position it ideally to benefit from 

recently improving mortgage approval data and the governments’ recently 

announced Action Plan for Housing. We are encouraged by progress at Parkside 

and reassured by the reiteration of its medium term completion and EBIT targets. 

 

Home…  

 
 

Kingspan Rockwool beats estimates 
 

Rockwool has reported a Q2 EBITDA of €108m, representing yoy growth of 21% and ahead 

of consensus of €98.3m. The outperformance seems to have been driven by the Insulation 

business which saw EBIT growth of +56% in Q2, with margins increasing from 5.6% to 8.8% 

in the quarter. The Systems business grew EBIT by 8%, with modest margin progression. 

Margin progressing was also supported by the acceleration of the Business Transformation 

Program. On the back of these results, management has increased its guidance for EBIT 

margin from ‘above 9%’ to ‘around 10%’, while guidance for top-line growth remains 

unchanged with ‘small positive organic growth’ expected.  

 

On a regional basis, sales in Western Europe grew by 1.3% in H1 (Q2 4.5%), driven by a 

recovery in German and French markets and a strong Scandinavian performance. North 

America and Asia continued to show positive developments with local currencies sales +8.4% 

(stable over the two quarters), with growth mainly coming from North America. Eastern 

Europe saw modest revenue declines on the back of weakening Polish and Russian markets. 

 

Rockwool's forecast beat and likely upgrade mirrors that of Kingspan which 

continued its strong earnings momentum this week with another upgrade of 

c.10%. Such forecast momentum underpins our view that Kingspan remains the 

quality play in the building materials sector.  Cumulatively we have upgraded FY16 

forecasts for Kingspan by 40% in the last 12 months.  
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Paper & Packaging Smurfit Kappa and Hamburger make first move on September testliner price increase 
 

Yesterday both Smurfit Kappa and Hamburger announced a €40/tonne testliner price 

increase for the European market to be implemented in September. These are the first 

announcements of an increase for September.  

 

Hamburger noted that the price increase was underpinned by good order books and higher 

OCC costs which have further eroded margins following the fall in testliner prices earlier in 

the year. Smurfit Kappa echoed the comments of Hamburger with regard to higher OCC 

costs. It is of note that the company did not partake in the failed attempt to increase 

testliner prices in Q2 because it did not believe inventory levels were at the optimal level. 

While not explicitly stated in the announcement, this may point to an improvement in 

inventory levels.  

 

A successful testliner price increase would likely underpin another move up in 

kraftliner prices as well. More importantly a sustained increase, at the same time a 

385k tonne mill ramps up, would go a long way to allay concerns about the supply 

demand balance in the European containerboard market. 

 
David O’Brien 

+353-1-641 9230 
david.a.o’brien@goodbody.ie 

 
Robert Eason 

+353-1-641 9271 
robert.v.eason@goodbody.ie 
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IFG Group H116 First Glance – Short term profit growth trajectory has moderated 
 

IFG reported H116 revenue of £39.9m, +16% yoy and 7% ahead of our forecasts. Operating 

profit pre-exceptional items at £4.83m was +35% yoy though compares to our £5.15m 

expectation (lower margins in James Hay). 

 

Revenues from Platforms was +15% yoy to £24.0m, with adjusted operating profit at 

£4.24m from £3.8m in in H115. Revenues were c.7% ahead of our expectations, while the 

investment saw the margin reduce to 17.7% in H1 to from 22.5% for FY15 (some 

investment and no new book acquisitions), so operating profit of £4.24m trailed our £5.3m 

forecast. Management has indicated there was an overall softening of the market in H1, 

given investment market volatility & Brexit. There were no client book acquisitions in H1, but 

IFG expects further activity possibly in 2017. Management flags that the recent base rate cut 

will reduce H216 revenues by £1.2m, with a larger impact in FY17 (assuming no further rate 

changes). Saunderson House continues to perform strongly, increasing client numbers by 

126 (166 in H115 and 77 in H215), bringing total clients to 1,895 (1,900 anticipated). 

Revenues have increased by 16% to £15.9m, c.8% ahead of our expectations. Operating 

profit for Saunderson House was £3.63m (£2.7m in H115), with the margin improved to 

22.9% vs 20.0% in H115 and 21.6% for FY15 (helped by lower levies yoy). 

 

Management is cautious that “the short term trajectory for growth and profitability 

has moderated, notably in the Platform business”. Also, the recent UK base rate cut 

impact will drop to the bottom line (but pricing is likely to adjust) compounded by 

investment in JH (no new book acquisitions ytd), with both likely to see FY16 

operating profit forecasts reduce by c.£1.5-2m, from our current £10.9m estimate. 
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Playtech Positives outweigh any negatives in H1 
 

Group revenue grew 18% (+24% cc) to €338m while EBITDA came in at €144m (Goodbody: 

€135m). The gaming division delivered a strong performance, while the financials division 

was weaker than we had expected.  

  

Core gaming delivered revenue growth of 11% yoy (+18% cc) to €306m (Goodbody: 

€307m). Once again casino delivered the majority of growth, +19% yoy. Poker was -16%, 

Bingo -11%, Services +3%, Sports +10%, Land-based +3% and Other +9%. Regulated 

markets accounted for 39% of group revenue (H115: 40%), although regulated markets 

were negatively impacted by currency. Revenue from financials declined 28% (underlying 

basis) to €31.3m (Goodbody: €43.2m). The business continues to undergo a transition. 

Within financials, the B2B business performed well with actives +124% and FTD’s +60%. 

The statement notes that the business has shown improvements in July and August.  

 

Adjusted EBITDA margin came in at 42.6% in H1, which is ahead of 39.5% in H115. The 

margin improvement was put down to strong cost discipline, improved commercials in Asia 

and an improvement from its white-label margins. Average daily revenues in Gaming are 

+12% (+19% cc) in the first 55 days of the year, broadly in line with our forecast. The group 

finished June with €778m gross cash or net cash of €578m (€640m/€440m after BGT). A 

40p per share special dividend will be paid in December 6th (€150m), along with a 10p 

interim dividend. It has also outlined that it will adopt a more progressive dividend policy and 

the return of cash will have no impact on its M&A strategy. In addition to its cash pile it also 

has €350m of value from the stake in Ladbrokes, Plus500 and Ladbrokes success fee. 

 

Overall, while there are a few negatives in this morning’s results this is generally a 

positive update from Playtech. In terms of the positives we would highlight (i) the 

improvement in EBITDA margin; (ii) underlying growth remains solid; and (iii) its 

strong balance sheet is seeing it return €150m to shareholders without impacting 

its M&A strategy. In terms of the negatives, while we already knew it is in a period 

of transition, the financials business performance will be seen as very 

disappointing by some and currency is a headwind. In terms of our forecasts, we 

are likely to keep our FY16 EBITDA numbers unchanged at €309m (Core Gaming 

will increase, offset by a reduction in Financials). Given the better underlying 

margin the bias to FY17 numbers is to the upside, we currently sit at €350m in 

terms of FY17 EBITDA. We re-iterate our BUY recommendation. 
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Draper Esprit Movidius adds IP to Myriad 2 chip 
 

Joint announcements by Movidius and Cambridge-based, UltraSoC, indicate that the former 

has licenced UltraSoC IP to incorporate into the Myriad 2 chip. 

 

According to Movidius the IP will facilitate the creation of value-add, on-chip features, 

providing benefits in terms of development flow, systems integration and end-product 

performance monitoring. It will also enable non-intrusive monitoring of a chip’s real-world 

behaviour, providing an understanding of the interactions between diverse on-chip processor 

blocks, custom logic, and system software. 

 

Movidius commenced volume production of the Myriad 2 chip in August 2015. No 

financial details of the licensing agreement with UltraSoC were provided. As of 

April ’16, Movidius contributed £7.6m to a Draper Esprit portfolio NAV at IPO of 

£76.4m. 

 

 

Home…  

 
 

Commercial Property Q216 property returns show total returns of 3.2%. 
 

JLL produced its Irish Property index for Q2 yesterday showing overall returns of 3.2% in the 

quarter, bringing the annualised return to 22.8%. Capital values increased by 1.9% in Q2 

(and 16.2% yoy) with rental values up 2.5% (and 12.9% yoy). Offices had the greatest 

rental increase in the quarter, at 3.2%, followed by retail (+2.0%), with office capital values 

up 2.6% and retail at 1.2%. 

 

The data from JLL continues to show improvements in commercial property 

returns, though at a lower level than recorded in 2015. The growth in office capital 

values was marginally stronger than in Q116, though the growth in ERVs slightly 

trailed. The data is for all of Ireland, but should similar trends be replicated in 

Dublin (or slightly faster), then our target €60 sq ft Grade A prime rental target for 

end H1 looks on track (and €65 sq ft by year end). 

 

 

Eamonn Hughes 
+353-1-641 9442 

eamonn.g.hughes@goodbody.ie 
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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 29.05 23,694 -0.3 -0.9 8.2 8.8 -0.7 -2.2 6.8 15.4 18.3 14.5

AIB Group 6.05 16,523 0.8 -6.9 -6.9 -9.2 0.4 -8.1 -8.2 -3.7 11.6 21.2

HeidelbergCement 82.28 16,326 1.0 2.9 15.3 8.8 0.6 1.6 13.8 15.4 15.9 14.4

Ryanair 12.14 15,654 1.5 2.6 11.3 -19.1 1.2 1.3 9.8 -14.2 14.2 11.5

Kerry Group 76.43 13,436 -0.7 -1.0 -2.3 0.2 -1.1 -2.3 -3.6 6.2 23.5 21.0

Wolseley 43.15 11,221 -0.6 2.2 6.0 16.9 0.2 2.9 3.4 7.6 17.1 15.0

IAG 4.02 8,166 2.1 4.3 -1.0 -34.2 1.7 2.9 -2.4 -30.2 5.6 4.8

Paddy Power Betfair 97.35 8,149 -2.2 0.2 10.8 7.2 -1.4 0.9 8.0 -1.3 31.6 25.9

Mondi 15.74 7,643 -1.6 -1.6 7.1 18.0 -1.9 -2.8 5.6 25.1 12.5 12.0

DCC 70.60 6,229 0.1 0.9 4.8 24.7 0.8 1.6 2.2 14.8 21.0 25.2

Indices

% Price 1 Day 1 Week 1 Mth Ytd

ISEQ 6,128.95 0.25 1.46 5.53 -9.76

FTSE 100 6,835.78 -0.48 -0.34 1.56 9.51

DAX 30 10,622.97 0.28 0.81 4.69 -1.12

CAC 40 4,435.47 0.32 0.40 1.24 -4.35

FTSE Eurofirst 300 1,356.01 0.33 1.10 0.89 -5.67

Nasdaq 5,217.70 -0.81 -0.21 2.30 4.20

S&P 500 2,175.44 -0.52 -0.31 0.02 6.43

Dow Jones 18,481.48 -0.35 -0.50 -0.48 6.06

Nikkei 225 16,597.30 0.61 -0.89 -0.18 -12.80
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Exchange Rates

Current Px 1 day Px 1 Week Px Dec15 Avg Ytd

Stg/€ 0.849 0.859 0.866 0.737 0.795

US$/€ 1.125 1.132 1.128 1.086 1.115

CHF/€ 1.088 1.088 1.085 1.087 1.094

JPY/€ 113.126 113.385 113.088 130.676 122.093

Bonds

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

US 2 Yr 0.77 0.03 0.77 0.05 -0.16

US 10 Yr 1.56 0.01 0.01 -0.00 -0.30

UK 2 Yr 0.13 0.01 -0.02 0.01 -0.35

UK 10 Yr 0.55 0.01 -0.01 -0.25 -0.92

BD 2 Yr -0.63 0.01 -0.00 -0.63 -0.13

BD 10 Yr -0.10 0.00 -0.04 -0.10 -0.27

Irish 10 Yr 0.41 -0.00 0.01 -0.07 -0.41

Commodities

% Current  1 day  5 day 1 Mth 1 Yr

Brent (ICE $/bbl) 49.96 - -1.81 9.35 17.03

Gasoline (NYM $/Gal) 1.51 0.72 -0.22 10.88 2.62

Heat Oil (NYM $/Gal) 1.51 -0.60 -0.68 9.16 7.38

Nat.Gas 2.76 - 6.85 -0.58 4.19

Gold $/oz 1,342.00 - -0.33 1.61 15.05

Silver $/ozt 18.98 - -2.24 -3.65 27.04

Copper U$/MT 4,658.50 -1.28 -2.42 -6.00 -4.70

Wheat $/BU 4.26 -0.29 -4.16 0.24 -16.09
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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.  
 
 

 

We would like to inform you that Eamonn Hughes holds shares in AIB Group

We would like to inform you that Robert Eason holds shares in Kingspan

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 Cairn Homes, Draper Esprit, Hibernia REIT, and IRES REIT

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