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MITCHELLS & BUTLERS (MAB): 277p Recent News Here:
H1 Results — 28wks to 9 Apr 2016:

Today's email

Group says it has seen ‘strong earnings growth’ and is focussing . Recent emails

on ‘driving profitable sales’... A day in the life...

Who we are, what we
do...

Upcoming news-flow
Recent company updates
Thematic pieces

LinkedIn profile
Mitchells & Butlers has this morning reported H1 results for the 29wks to 9 April

and further comments are set out below:

M&B has reported that total revenues for the H1 fell by 1.5% to
£1.096bn.

Sales from invested sites are up by 10% but this was offset by falls in
sales at uninvested sites to give an overall H1 LfL fall of 1.6%

Adjusted operating profit is up by 2% at £156m and PBT is £83m
compared with £75m a year ago

The operating margin has edged up from 13.7% to 14.2%, EPS is 18.4p
(2015: 14.4p) and a H1 dividend of 2.5p has been approved

Recent sales trends are set out below:
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Source: Company Reports

CEO Phil Urban reports ‘in the first half we increased our adjusted earnings by 9.0%.
However, in order to accelerate the trading performance of the group there is much to do in
our three priority areas: building a more balanced business; instilling a more commercial
culture; and increasing the pace of execution and innovation.’

He says ‘during the last six months we have completed a review of our strategic options. | am
very clear that our best route for delivering sustainable returns for our shareholders is through
the acceleration of organic growth: to maximise the return on the high-quality assets we own.’

Mr Urban concludes ‘our plan, to reshape the estate and innovate in both existing and new
offers for our guests, is now well under way and | have every confidence in its success.’

Net debt is £1.86bn, some 4.2x annualised EBITDA (versus 4.4x last year)

Free cash flow came in at £42m and capex was £88m including 4 new site openings and 22
major conversions

M&B says that it will build a more balanced business, instil a more commercial culture and
increase the pace of execution and innovation within the business

This is laudable but, as always, execution is the issue

And Mr Urban is not the first M&B CEO to attempt to awaken what may prove to be a
sleeping giant

However, we would suggest that he is likely to be given some time and, if the troops on the
ground can be incentivised and given a sense of purpose, the group could begin to perform

Proof is unlikely to be forthcoming for a number of quarters and, for this reason, the
performance of the invested units may be an area of focus

Langton Comment: Re current trading, it could be said that these results are not as bad as they
could have been.

It's been clear from the Coffer Peach Tracker for some time that there are a couple of relative losers
out there and, as Restaurant Group is currently the owner of the wooden spoon, this does
(arithmetically) give M&B a little room to breath.
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And the performance of the converted and invested units has been good,

Here the number of invested or converted units (at 294) is not inconsiderable. Certainly the low
hanging fruit may have been the early focus of attention, but the performance here does suggest that
there is further room for improvement.

Of course, if 294 units were up 10% and the estate was down 1.6%, then a large number of pubs
must have performed poorly — and that will need addressing.

As regards its share price, we are now at a point where the group is trading at only around 7.5x
current year earnings and it has a 2.6% (and hopefully growing) yield.

One would hope that the management revolving door (and lack of clarity as to the longer term
objectives of shareholders Joe Lewis and Elpida) can be put to one side for the moment — but we
have arguably been here before.

Nonetheless, M&B has an extremely attractive estate and, we would suggest, at less than £3 per
share, the risks may be on the upside. The catalyst to unlock value may remain somewhat elusive
but, as the group moves from planning to execution, we will be awaiting further news with interest.
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