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Ladbrokes Refinancing should be well received 
 

Ladbrokes has this morning announced that it has signed £1.35bn debt facilities to fund its 

proposed merger with Coral (subject to completion). The new facility has three tranches: (i) 

£600m term facility October 2016 and subject to extension options to January 2018; (ii) 

£400m revolving credit facility October 2020; and (iii) £350m revolving credit facility June 

2019.  Ladbrokes £225m 2017 bond (7.625%) and £100m 2022 bond (5.125%) will remain 

in place, but its exiting £350m bank facility will be cancelled. As a result of this financing 

Gala Coral debt (£315m senior note 2018, 8.875%, £275m note 2019 at 11.5% and £812m 

facility 2018) will not be transferred to the enlarged group.  

 

While this refinancing would have been expected, it is positive nonetheless that the 

group has put it in place. The group has not given the exact debt cost, but it did 

state that it is at a similar rate to its existing facilities. We are inclined to assume 

the interest cost of the enlarged group will be c5.0%-5.5%. However, we believe 

this is on the conservative side and there could be scope for it to come in lower. 

Today’s refinancing announcement will be well received by the market.  

 

 

Home…  

 
 

Kerry Group Strong Q3 performance from Givaudan 
 

Givaudan, the French flavours and fragrances company, reported Q3 results ahead of 

estimates this morning. The flavours division, which is of interest to Kerry, generated lfl 

growth of +4.7% in the period (vs 2.6% forecast) compared to +1.5% in Q1 and +3.7% in 

Q2. Latin and North America were particularly strong, growing 17% and 8% respectively. In 

terms of segments, Beverage, Dairy and Snacks were mentioned as strong performers. 

  

The improving trend in Givaudan’s organic growth mirrors our view that Kerry 

Ingredients lfl volumes will return to c.4% growth in H215 following a falloff in 

Q314 due to weak underlying markets.  
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US Building Materials Uncertainty over long-term highway solution set to continue 
 

As the current extension for the multi-year highways programme expires at the end of this 

month, there is an increasing focus on whether there will be a long-term solution. With the 

Senate already passing a six-year deal (looks for a 15% increase over the period), the focus 

is on the House. However, there is a lot of uncertainty following the retirement of the House 

of Representatives Speaker, John Boehner, who was committed to a solution by the end of 

October. 

 

It was initially thought that Kevin McCarthy was going to be the next speaker and he had 

shown a commitment to finding a solution for the highways bill. However, in a surprising 

move yesterday, he withdrew from the race. The two Republicans now seeking to become 

speaker of the House are Daniel Webster and Jason Chaffetz. However, they have very 

different views on transportation investment. Chaffetz believes states should take on more 

responsibility and is a supporter of the federal gasoline tax being reduced for each cent that 

states increase their own gasoline taxes. In contrast, Webster has been a long-term 

supporter of transportation investment at both a state and federal level. 

 

These latest developments in terms of nominating a House Speaker increases the 

chance that we are set for another short-term extension of the federal highways 

programme. While this is disappointing, we are not overly concerned given the 

evidence that states are increasingly using their own funds for highway 

investment. 
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Global Economic View Uncertainty about rate increases in the UK and the US persist 
 

While the Bank of England left rates on hold yesterday, the accompanying minutes were 

more dovish regarding inflation prospects, with near term inflationary pressures weaker than 

previously thought. The headline rate, mainly driven by oil prices, is now expected to stay 

below 1% until next spring. They were also more downbeat on the impact of current wage 

increases, noting that they remain “lower than would be consistent with meeting the 2% 

inflation target in the medium term”. However, they remain upbeat on the UK’s growth 

prospects and are expecting 0.6% qoq growth in Q3, only marginally weaker than the 0.7% 

qoq seen in the second quarter. They are also not yet concerned about emerging markets 

where they currently see few signs of a “material effect” on advanced economies. 

 

Meanwhile the FOMC minutes for their most recent policy meeting, also released yesterday, 

gave no further clarity to the timing of rate hikes but the global risks that stayed their hands 

in September persist. 

 

Following the FOMC’s decision not to raise rates in September and some softer 

economic data, uncertainty about the timing of lift off in both the UK and US has 

risen. Expectations for lift off in the UK have now moved to the end of 2016 while 

the market is pricing in a less than 40% chance of a rise in the US by the end of 

this year. Next month’s Inflation Report in the UK, with its revised forecasts, will 

be key to whether Governor Carney persists with his much repeated view that rate 

increases will come into focus at the end of the year, a comment that he repeated 

in a speech in Lima just yesterday.       
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Builders Merchants Further softening in UK merchanting data comes as a surprise 
 

Data released yesterday by the Builders Merchants Federation shows that UK merchanting 

volumes increased by 0.6% yoy in August. This represents a continuation of the moderation 

in the rate of growth seen over the last number of months (1.8% July, 5.7% Q2 and 6.2% 

Q1). 

 

The only company under our coverage that has reported figures for this period is Grafton 

Group. For July-August its UK merchanting business grew lfl sales by 3.7% (3.5% Q1 and 

5.1% Q2). In addition, management noted that July was slightly weaker than this with 

August closer to 4.5%.  

 

Given the trends already reported by Grafton, the industry data comes as 

somewhat of a surprise. In addition, our leading composite indicator for the UK 

points to a pick-up in merchanting activity over the next 6-9mths reflecting the 

better trends that we have seen in some of the macro data recently. 
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AIB Group Capital returning to the state in the not too distant future 
 

AIB’s CEO (Bernard Byrne) spoke at the annual dinner of the Dublin Chamber of Commerce 

yesterday evening indicating that AIB will be in a position to repay a very sizeable chunk of 

capital to the State in the “not too distant” future. He added that the timing of an IPO was 

the call of the Minister for Finance, but that the bank was ready whenever that decision was 

made. 

 

Mr Byrne added that AIB has approved almost €9bn in new business and personal lending in 

the first eight months of the year, anticipating improving economic progress as the rest of 

the year unfolds. Almost half of all loans were completed online in the past six months. 

 

We recall press reports earlier in the week indicated that AIB is anticipated to 

complete its regulatory dealings with the SSM in relation to its capital stack in late 

November or early December, meaning the actual restructuring itself takes place 

probably in the new year. Our base case view is that AIB converts €1.5bn of its 

preference shares, redeeming €2bn to the State, whilst letting its €1.6bn of State 

owned cocos mature next summer, though pre-funding with an AT1 issue 

(c.€0.9bn) and tier 2 issue (c.€0.5bn). That should set the stage for an IPO in Q2 or 

Q3 next year. On the approvals side, AIB approved €6.9bn of loans in H1, so a €9bn 

figure at end August implies a similar run rate in Q3 (H1 was up 21%).  
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FBD Holdings Consumer agency gets involved in debate on rising motor premiums 
 

Reports this morning in the Irish Independent indicate that the Competition and Consumer 

Protection Commission has warned insurers against acting as a cartel after comments from 

Insurance Ireland (the insurance industry body) that motor premium rates are set to rise by 

25% in 2016. The article indicates that a letter has been sent to Insurance Ireland 

questioning if it has been sending anti-competitive signals to the market about price rises 

given it represents c.95% of domestic insurers. 

 

Elsewhere, the head of Insurance Ireland has an opinion piece in the same newspaper 

outlining the main drivers of rising motor claims costs across the industry and rejecting 

claims from a prior article from the founding chair of the personal Injuries Board which 

questioned the rising cost of claims. The opinion piece from the head of Insurance Ireland 

outlines the higher settlement costs in Ireland vs the UK, the jump in court settlements last 

year and jurisdictional changes and the costs of fraud. 

 

The 2014 Central Bank data for the industry was released in the past fortnight and 

reveals that the combined ratio for the motor account was 118.5% last year, 

similar to the 120.2% level in 2013. As such, insurers are losing money on 

underwriting and explains why rates have been rising further this year to 

compensate (our FBD forecasts have rates up 8.1% this year and 5.0% next year). 

However, the involvement of the consumer protection agency may require a more 

diplomatic approach is required by the industry on this issue in the future. 

 

 

Home…  

 
 

Economic View Residential rents back above peaks in Ireland 
 

Another significant milestone was reached in the Irish housing market in September, 

according to data published by the CSO yesterday. Residential rents, as measured for the 

purposes of calculating the CPI, rose to their highest ever level, surpassing the previous 

2008 peak for the first time.  

 

This came after a 1.2% mom rise in September, while the annual rate of growth stood at 

10.3%. Rents nationally are now 35% higher than the 2011 trough, while house prices are 

up 32% since their trough in early 2013. This has led to remarkable stability in residential 

yields on a national basis. We estimate that the residential yield now stands at 5.5% and has 

been close to this level for almost four years. Yields got as low as 3% in the mid-2000s.  

 

At this level, the yield available on residential property is still attractive. The 

problem, though, is the threat of political interference in the rental sector, with 

speculation that some form of rent control (“rent certainty”) will be announced 

soon, possibly in next week’s budget. Given the politically charged nature of the 

current environment in Ireland, this latest news is likely to embolden those 

pushing for an introduction of rent controls. That policy environment is not, 

however, conducive to the attraction of investment in new rental supply.  
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Premier Oil Solid Huntington output in September  
 

A statement from Noreco, which has a 20% interest in the Huntington field (Premier 40%), 

indicated a gross output from the field during the month of September of 13,515 bopd, 

compared to 15,420 in August. That suggests a gross average for Q3 of 14,673 bopd (5,869 

net to Premier) and compares to a gross average for H1’15 of 14,954 bopd. Noreco 

confirmed in the statement that “the Huntington field has had stable production throughout 

the month, only interrupted by a few short shutdowns”. Premier has guided group production 

of 55 kbopd for 2015, albeit that the operational update on September 23rd indicated an 

output ytd of 57.1 kbopd. Ex-Solan we forecast an FY15 output of 59.6 kbopd. 

 

In prior reports we pointed to Huntington as a source of potential production 

outperformance during the year. Having progressed through the summer 

maintenance period we believe that remains the 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 2015f 2016f

AIB Group 0.07 38,216 - - -5.2 -7.6 -0.2 -4.3 -5.9 -12.5 23.7 26.6

CRH 23.99 19,563 0.1 2.6 -8.7 20.5 -0.1 -1.8 -9.4 14.2 21.4 13.2

Ryanair 12.68 17,547 0.7 -2.3 -2.3 29.3 0.5 -6.5 -3.0 22.5 13.1 14.2

IAG 5.59 11,363 1.0 -3.6 -1.8 15.0 0.8 -7.7 -2.6 8.9 10.7 7.6

Wolseley 36.95 9,609 -1.5 -2.3 -11.9 0.2 -2.1 -6.2 -13.7 -0.1 15.3 14.0

Kerry Group 67.05 11,787 0.4 1.2 4.8 17.5 0.2 -3.1 4.0 11.3 22.4 20.5

Bank of Ireland 0.34 11,140 -3.1 -0.6 -1.7 9.9 -3.3 -4.8 -2.4 4.1 10.8 11.2

Mondi 14.56 7,070 -0.2 5.6 -2.1 38.7 -0.4 1.1 -2.8 31.4 14.1 12.8

easyJet 17.04 6,714 1.9 -3.5 -5.0 2.0 1.2 -7.3 -6.8 1.7 12.2 11.5

Travis Perkins 19.82 4,896 0.1 0.3 -1.0 6.7 -0.6 -3.7 -2.9 6.4 15.7 13.4

Indices

% Price 1 Day 1 Week 1 Mth Ytd

ISEQ 6,174.79 -0.10 0.68 -3.62 18.19

FTSE 100 6,374.82 0.61 4.98 3.72 -2.91

DAX 30 9,993.07 0.23 5.09 -2.71 1.91

CAC 40 4,675.91 0.18 5.63 1.69 9.44

FTSE Eurofirst 300 1,427.49 0.26 4.59 0.84 4.31

Nasdaq 4,810.79 0.41 3.97 -0.02 1.58

S&P 500 2,013.43 0.88 4.66 2.24 -2.21

Dow Jones 17,050.75 0.82 4.79 3.38 -4.33

Nikkei 225 18,141.17 -0.99 2.36 4.10 3.96

4,000

4,500

5,000

5,500

6,000

6,500

7,000

Oct-14 Jan-15 Apr-15 Jul-15 Oct-15

ISEQ performance

300

320

340

360

380

400

420

Oct-14 Jan-15 Apr-15 Jul-15 Oct-15

STOXX 600 performance

14,000

14,500

15,000

15,500

16,000

16,500

17,000

17,500

18,000

18,500

Oct-14 Jan-15 Apr-15 Jul-15 Oct-15

FTSE 250 performance

Exchange Rates

Current Px 1 day Px 1 Week Px Dec14 Avg Ytd

Stg/€ 0.737 0.734 0.739 0.776 0.728

US$/€ 1.128 1.124 1.120 1.210 1.115

CHF/€ 1.091 1.091 1.092 1.202 1.064

JPY/€ 135.172 134.816 134.050 145.079 134.801

Bonds

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

US 2 Yr 0.64 0.01 0.64 -0.10 0.09

US 10 Yr 2.11 0.04 0.07 -0.08 -0.08

UK 2 Yr 0.58 -0.01 0.04 -0.04 -0.08

UK 10 Yr 1.71 -0.01 0.08 -0.02 -0.20

BD 2 Yr -0.25 0.01 0.03 -0.25 0.02

BD 10 Yr 0.59 -0.01 0.05 0.59 -0.09

Irish 10 Yr 1.16 -0.01 0.01 -0.17 -0.38

Commodities

% Current  1 day  5 day 1 Mth 1 Yr

Brent (ICE $/bbl) 53.05 3.35 10.22 7.13 -41.95

Gasoline (NYM $/Gal) 1.39 - 3.62 -0.86 -40.04

Heat Oil (NYM $/Gal) 1.58 - 3.93 -0.90 -38.68

Nat.Gas 2.50 0.97 1.92 -7.82 -35.20

Gold $/oz 1,140.00 -0.40 -0.07 1.68 -6.33

Silver $/ozt 15.61 -1.33 8.18 6.70 -10.03

Copper U$/MT 5,160.00 -1.55 1.55 -2.27 -23.61

Wheat $/BU 5.17 - 0.68 8.79 1.77
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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. 

Goodbody is acting as a financial advisor to CRH on the proposed acquisition of certain assets being disposed by Lafarge and Holcim. 

International Consolidated Airlines Group has been an investment banking client of Goodbody’s in the past 12 months. 

Goodbody Stockbrokers acts as corporate broker to AIB Group, Applegreen, Datalex, FBD Holdings, First Derivatives, Grafton Group, 

Greencore, Hibernia REIT, ICG, Kingspan, Origin Enterprises, Paddy Power, UDG Healthcare, and UTV Media 

A complete list of the companies that Goodbody Stockbrokers makes a market in 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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