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Origin Enterprises Encouraging start to the year 
 

In its Q1 IMS this morning, Origin has noted a slower start to the year (underlying sales 

down 9%) as the new cropping year was delayed by a late 2015 harvest. At this time the 

winter cropping trends have been quite favourable, especially in the UK. Origin has guided a 

51-53c EPS range, with Goodbody current forecast in the middle of this. Sales in Q1 

benefited from currency translation but fell by 9% on an underlying basis. This reduction 

relates to lower volume sales of fertilisers and crop protection products arising from the late 

start to the new planting season and customers’ delayed purchasing decisions until closer to 

the main application period. 

 

While there was a late start to the season, winter cropping started in earnest in the second 

half of the period. In the UK, winter cereal plantings were an estimated 3.05m hectares 

compared with 3.09m hectares last year (-1.3%). This is a much better outcome than feared 

at the start of the year in view of continued pressures on farm incomes. However, these are 

likely to still manifest themselves in the form of some reduction in farm inputs in the key 

spring season, though by how much remains very much open to question (we forecast -8% 

in our estimates). 

 

In Central & Eastern Europe, the picture is also reasonably positive. In Poland, winter 

plantings are similar to last year, though a drought in Ukraine has led to lower winter 

plantings there (which is expected to result in higher Spring plantings). The announced 

acquisitions are proceeding as expected. Kazgod and Redoxin have been completed and the 

process of integration has commenced. Comfort will be completed in Q2.  

 

In Origin's B2B operations sales are down on last year. Fertiliser sales were lower (flat in 

Ireland and down in UK due primarily to the delayed purchasing decisions by farmers) but 

animal feeds higher as farmers stocked up due to lower prices.  

 

Origin has had a better start to the year than expected at the beginning of the 

financial year. However, uncertainty remains given the normal seasonal intensity 

(90% in H2 though likely to be higher in the current year given customer’s delayed 

purchasing decisions) and potential weather disruption. Nevertheless, we are 

encouraged by the good start and reiterate our positive stance on the stock. We 

will not make any material changes to our forecasts at this stage. 
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Economic View Pay growth strengthening in the Irish labour market 
 

Following on from the positive employment statistics published last week, average earnings 

data released yesterday provides further confirmation of the ongoing recovery of the Irish 

labour market. Although it’s still early days, the power shift from employers to employees 

appears to have begun.  

 

In Q3 2015, average weekly earnings grew by 2.7% yoy. Within this, higher hourly earnings 

are contributing most (+2.1% yoy), but we are now also seeing modest growth in weekly 

hours worked (+0.6% yoy). With public sector wages largely determined by collective 

agreements, and an increase not due until 2016, it is no surprise that average weekly 

earnings in this sector remain flat (0.1%). However, in the private sector, weekly earnings 

grew by 3.6%, with hourly earnings up by 2.8% yoy, a new high in this cycle.  

 

There are significant differences when we analyse the data across the different sectors, 

although it must be said that the improvement is rather broad-based, with only four of the 

eighteen sectors seeing declines in weekly earnings on an annual basis. The most rapid rises 

are in real estate activities; on a pure annual basis, weekly earnings grew by 37% yoy, but 

on a less volatile 4-quarter moving average basis, growth is still running at 17% yoy. 

Another sector that is seeing strong growth is ICT (+4.4%).  

 

With employment growth running at c.3%, earnings at c.2% and income tax cuts 

kicking in, these are clearly positive trends for the Irish consumer, and bode well 

for growth prospects in 2016.   
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AIB Group Completes capital market activity part of recently approved capital plan 
 

AIB has completed its much anticipated AT1 issue, raising €500m with a coupon of 7.375%. 

The deal was c.9.5x oversubscribed and completes the capital issuance part of its recently 

approved capital restructuring plan, which also included the €750m T2 issue last week with a 

coupon of 4.125%. 

 

The key outstanding component of its capital plan is the redemption of €1.36bn of its 

preference shares (plus a 25% step-up penalty) and conversion of €2.14bn into equity. An 

EGM has been called for December 16th, and once approved (our base case), the actual 

conversion should happen prior to year end, providing a clean balance sheet for December 

31st, as all eyes to turn to the equity story (potentially) in 2016. The €1.25bn of capital 

markets activity allows AIB to pre-fund the maturity of its T2 cocos next July (of which only 

c.€0.3bn of the €1.6bn instrument qualifies for capital), as well as part of the preference 

share redemption. 

 

In H1, AIB flagged that the weighted average cost of its subordinated liabilities was 18.54% 

vs an estimated average funding cost of the two new issues of 5.04%. In combination with 

the accelerated run-down of NAMA’s senior bonds (in H115 yielding only 46bps), this puts 

AIB well on track to lift its H115 NIM of 1.92% to a 2.20-2.30% run rate in due course. 

 

Elsewhere, we note S&P has affirmed its AA rating on AIB Mortgage Bank’s covered bonds, 

with a stable outlook.  

 

We forecast that the bank’s fully loaded core tier 1 ratio will finish 2015 at 12.5% 

(up from pro-forma 12.2% in September), with the AT1 issue adding a further 

c.80bps to a pro forma 13.3% tier 1 ratio. We are forecasting a total capital ratio of 

15.4% (15.1% pro forma in September), with last week’s T2 issue adding c.135bps 

of capital. Having said that, the recent IMS hints these forecasts may be c.25bps 

light. Please note that Goodbody Stockbrokers acted as a joint lead manager to the 

transaction. 
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Commercial Property Further NAMA disposals, evidence of rents at €55 sq ft by year end 
 

Media reports indicate that NAMA is planning a sale of two loan portfolios with a combined 

face value of €6bn, split into two equal tranches. This sale follows the recent €6.3bn Project 

Arrow transaction and Project Jewel, the shopping centre portfolio which sold for €1.8bn.  

 

The transaction will ensure NAMA is well on its way to meet its 80% senior debt 

paydown target by end 2016, with NAMA already having repaid 73% of its €30.2bn 

of senior bonds. Indeed, it looks set to exceed its initial 80% target, with the 

secondary target of full repayment by end 2018 also now well in sight. 

 

Elsewhere, Green REIT has launched its 32 Molesworth Street redevelopment (brochure at 

http://www.greenreitplc.com/wp-content/uploads/2015/11/32-Molesworth-Street.pdf). Also, 

right across the road, IPUT is developing 10 Molesworth Street, which it launched yesterday. 

In an interview in the Irish Times this morning, the CEO of IPUT, which is developing No 10, 

indicates that the building will be ready in the summer of 2017, with the property company 

likely to be pitching the rents at about €65 sq ft. The article also flags that IPUT has just 

completed a rental agreement at the refurbished 47-49 St Stephens Green for €55 sq ft. 

IPUT is valued at c.€1.7bn presently, with the CEO anticipating a value of €2.1bn by end 

Q116 and a target €2.5-3.0bn range within 24 months. 

 

The St Stephens Green rental is a further data point that Grade A prime rents are 

on target for our year end estimate of €55 sq ft. We are forecasting rents move to 

€65 sq ft by end 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 2015f 2016f

CRH 27.92 22,769 2.3 4.3 11.7 40.3 1.4 3.4 9.3 25.0 32.6 17.9

AIB Group 0.04 21,935 2.2 4.8 -44.9 -47.0 1.3 3.8 -46.1 -52.7 13.6 15.3

Ryanair 14.23 19,481 2.5 -2.1 1.3 45.1 1.5 -3.0 -1.0 29.3 13.1 15.4

IAG 5.67 11,526 2.8 -2.7 -6.7 16.6 1.9 -3.5 -8.8 3.9 11.1 7.7

Wolseley 38.16 9,924 0.5 2.7 1.1 3.5 -0.2 1.7 1.3 2.0 14.2 15.6

Kerry Group 74.60 13,115 0.8 1.0 3.4 30.7 -0.1 0.1 1.1 16.5 24.7 22.6

Bank of Ireland 0.36 11,658 1.7 10.8 2.3 15.0 0.8 9.8 0.0 2.5 11.8 12.6

Mondi 15.29 7,424 0.9 2.3 3.5 45.6 -0.0 1.4 1.2 29.8 15.5 14.1

easyJet 16.27 6,463 1.4 -5.1 -8.3 -2.6 0.7 -5.9 -8.1 -4.1 11.8 10.9

DCC 59.40 5,241 0.8 1.4 13.4 67.2 0.1 0.5 13.6 64.7 16.8 23.9

Indices

% Price 1 Day 1 Week 1 Mth Ytd

ISEQ 6,811.71 1.50 1.85 5.14 30.38

FTSE 100 6,393.13 0.88 1.00 -0.37 -2.63

DAX 30 11,320.77 1.35 2.12 4.81 15.45

CAC 40 4,946.02 1.08 0.63 1.00 15.76

FTSE Eurofirst 300 1,516.25 0.92 0.93 2.14 10.79

Nasdaq 5,116.15 - 0.84 1.62 8.03

S&P 500 2,088.87 - 0.37 0.85 1.46

Dow Jones 17,813.39 - 0.45 1.08 -0.05

Nikkei 225 19,944.41 0.49 0.43 5.26 14.29
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Exchange Rates

Current Px 1 day Px 1 Week Px Dec14 Avg Ytd

Stg/€ 0.702 0.703 0.702 0.776 0.726

US$/€ 1.062 1.060 1.074 1.210 1.112

CHF/€ 1.088 1.085 1.089 1.202 1.067

JPY/€ 130.141 130.272 131.850 145.079 134.551

Bonds

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

US 2 Yr 0.93 -0.00 0.93 0.30 0.26

US 10 Yr 2.23 -0.00 -0.01 0.18 0.06

UK 2 Yr 0.60 -0.03 -0.02 0.05 -0.08

UK 10 Yr 1.84 -0.04 -0.04 0.12 -0.01

BD 2 Yr -0.42 0.01 -0.04 -0.42 -0.18

BD 10 Yr 0.47 - -0.01 0.47 -0.23

Irish 10 Yr 0.97 0.00 -0.05 -0.10 -0.40

Commodities

% Current  1 day  5 day 1 Mth 1 Yr

Brent (ICE $/bbl) 45.46 -1.54 1.79 -4.38 -41.53

Gasoline (NYM $/Gal) 1.40 - 8.20 8.40 -31.40

Heat Oil (NYM $/Gal) 1.43 - 2.10 -1.57 -38.77

Nat.Gas 2.30 4.22 7.18 11.49 -47.21

Gold $/oz 1,071.00 0.28 -0.99 -8.18 -10.56

Silver $/ozt 14.29 1.56 - -11.24 -13.97

Copper U$/MT 4,667.00 2.77 -0.49 -10.82 -29.81

Wheat $/BU 4.88 - -0.51 -4.22 -13.37
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Issuer & Analyst Disclosures 
 
 
 
 

 

 

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 is acting as joint financial advisor and joint broker to UTV Media on the proposed sale of UTV television assets.  

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. 

CRH Plc has been an investment banking client of Goodbody’s in the past 12 months.  

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, ARYZTA, Cairn Homes, 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 

 
 

http://www.goodbody.ie/research/conflicts-of-interest.html
http://www.goodbody.ie/pdf/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

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  

Hibernia REIT, and Origin Enterprises

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