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22 September 2016 

MITCHELLS & BUTLERS (MAB): 265p  
FY Trading Update – 8wks & 51wks to 17 Sep 2016: 
 

Group says LfL sales increased by 1.8% over the most recent 
8wks of trading, margins lower… 
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Mitchells & Butlers has this morning updated on FY trading for the 51wks to 17 
Sept and further comments are set out below: 

·  M&B has reported that sales picked up in the last 8wks (to 17 Sept) with 
LfL numbers coming in at plus 1.8% 

·  This is the best result for some time and, though aided by the weather, 
will be taken positively 

·  M&B says the numbers represent ‘a continuation of the improved trend 
both over time and relative to the total eating-out market, supported by 
favourable weather in recent weeks.  

·  Dragged back by earlier results, sales for the 51wks of the year to date 
are still down by 0.8% and recent sales trends are set out below:  

·  Tab.1. Mitchells & Butlers LfL Sales Trends: 
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Recent News Here:  

·  Today's email 

·  Recent emails 

·  A day in the life... 

·  Who we are, what we 
do... 

·  Upcoming news-flow 

·  Recent company updates  

·  Thematic pieces 

·  LinkedIn profile  

 

 

 

 

 

 

 

 

 

 

 

 

Market Cap: £1.1bn 
12m range 217.5p 364p 
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Source: Company Reports  
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·  M&B reports ‘we continue to generate good sales growth from our invested sites, now starting 

to be underpinned by relative improvement in the performance of sites without recent 
investment.’ 

·  Food sales in the last 8wks were +0.4% but drink sales were +3.7% 

·  This highlights the impact of better weather – and it does begin to make it look as though the 
Peach Tracker data (only +0.6% for August) may be either a little off the market – or it could 
be comprising of a good performance by some operators and a terrible one elsewhere 

·  Shepherd Neame yesterday, for example, said that it was +8.2% over the last 10wks 

·  For the 51wks to date, M&B’s drink sales are down 0.1% and its food sales are off by 1.4% 

·  M&B says ‘margins for the full year will be below last year, as previously advised, particularly 
as a result of acceleration of investment in the estate and wage inflation following the 
introduction of the National Living Wage in the second half.’ 
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·  M&B reports ‘so far this financial year we have converted or remodelled 244 sites, and 

opened 7 new sites.’ 

������������
·  CEO Phil Urban reports ‘we are encouraged by our improved trading performance in recent 

months.’ 

·  He cautions slightly that ‘weather in recent weeks has certainly been helpful to sales, but in 
addition we are starting to benefit from increased investment activity, instilling a commercial 
culture and a faster pace of execution and innovation in our business.’ 

·  Re costs, the news is not so good. Mr Urban comments ‘we enter the new financial year 
facing an increasing number of cost headwinds, most notably labour.  However, based on 
recent progress we remain committed to our strategy going forward.’ 

Langton Comment:  Re current trading, M&B is performing more strongly than may have been 
feared.  

That sounds a bit grudging, but it’s not meant to. 
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M&B is a big ship and, if it has been guilty of pushing prices a little too aggressively (see also RTN), 
then this will not be changed around overnight.  

Margins, with the above in mind, will understandably be lower. 

However, the result is positive and should lift spirits both within and without the company. The group 
has outperformed the Coffer Peach Tracker by some margin for the first time is quite a while & that is 
no small feat. 

Regarding average performances for August, we would reiterate that, as the weather was good but 
the average pub/restaurant raised sales by only 0.6%, some operators must have performed very 
poorly if Shepherd Neame and now M&B come in above the average.  

M&B’s performance at its converted and invested units has been good,  

As regards its share price, we are now at a point where the group is trading at only around 7.4x 
current year earnings and it has a 2.8% (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. 

Contact – Mark Brumby - +44(0)20 7702 3389 

mark.brumby@langtoncapital.co.uk 
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