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22 November 2016 

MITCHELLS & BUTLERS (MAB): 274.5p  
FY Results – 52wks to 24 September 2016: 
 

Group numbers down but sees ‘return to LfL growth’ and initiates 

an ‘acceleration of estate development.’ Sees cost pressures.  

Year to 

end-Sep  

PBT  

(£m) 

EPS 

(p) 

PER  

(x) 

DPS 

(p) 

Yield  

(%) 

2015 (A) 184.0 35.5 7.7 5.0 1.8 

2016 (E) 184.0 35.7 7.7 7.5 2.7 

2017 (E) 188.0 36.0 7.6 7.7 2.8 

Source: Company & Broker Estimates 

FY Results – Year to 24 Sept 2016: 
Mitchells & Butlers has this morning reported FY results for the 52wks to 24 Sept 

and further comments are set out below: 

• M&B reports FY LfL sales down 0.8% but ‘with improving trend through 

the year’ 

• It says that the last 8wks were +0.5% 

• Sales are £2.086bn (2015: £2.101bn) and adjusted operating profit is 

£318m against £328m last year 

• Adjusted EPS is 34.9p (2015: 35.7p) and there is a final dividend of 5p 

per share 

• Recent sales trends are set out below:  

• Tab.1. Mitchells & Butlers LfL Sales Trends: 

Period  LfL sales  

(%) 

FY 08/09  +1.6 

FY 09/10  +2.8 

FY 10/11  +2.6 

H1 11/12  +2.7 

FY 11/12  +2.1 

H1 12/13  +0.3 

FY 12/13  +0.4 

H1 13/14  +1.1 

14w to 19 July  +0.0 

9w to 20 Sept  +0.1 

FY 13/14  +0.6 
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8w 14/15  +2.4 

17w 14/15  +1.7 

H1 14/15  +1.7 

First 43wks  +1.3 

FY 14/15  +0.8 

First 8wks 15/16  -1.6 

Next 9wks of 15/6  -0.6 

First 17wks of 15/16  -1.0 

H1 15/16  -1.6 

8wks to 17 Sep 16  +1.8 

FY 15/16  -0.8 

8wks to 19 Nov 16  +0.5 
Source: Company Reports  

More on recent trading:  

• M&B CEO Phil Urban reports ‘during the year we have made good progress in our three 

priority areas: building a more balanced business; instilling a more commercial culture; and 

driving an innovation agenda.’ 

• He says ‘this focus is starting to have a positive effect on our sales, with improved 

performance against a subdued market in recent months through continuation of the 

momentum we saw start in the second half of last year.’ 

• The group reports ‘sales growth in the first eight weeks was impacted by the Rugby World 

Cup in the prior year, but I’m encouraged by the underlying momentum which has seen 

recent weeks return to the levels seen in the summer.’ 

• Regarding the future, Mr Urban comments ‘in the next year, as previously announced, we 

face external cost headwinds, notably from further wage inflation, the recent business rates 

review and exchange rate movements.’ Urban adds ‘we are working hard to mitigate these 

headwinds wherever possible, both through building on our sales momentum and active 

management of our cost base.’ 

Balance sheet, cash flow and debt:  

• M&B reports that it has opened 8 new sites this year and converted 252 units 

• Free cash flow before adjusted items is £60m (FY 2015: £95m)  

• The group reports net debt of £1.84bn, some 4.3x adj. EBITDAb (FY 2015 4.3 times) 

Conclusion:  

• M&B says ‘we have started to see early positive results emerging from our work’. It says it 

had a challenging H1 but says sales were +0.2% in H2 

• This has been ‘driven by an increased level of capital investment in our estate but also an 

improvement in the performance’ 

• Re Brexit, the group says it will be impacted via changes in consumer confidence, it may find 

staffing more difficult and costs may rise 

• In common with other operators, costs will be an issue. The group reports ‘although we are 

working hard to take mitigating action where possible, we expect to see downward pressure 

on margins in this financial year’.  
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• M&B concludes ‘despite these challenges, we remain encouraged by the progress we have 

seen so far’ and says that it believes it can ‘continue to generate long-term shareholder 

value’. 

Langton: M&B has seen performance improve in H2 and LfLs are +0.5% in the first 8wks of the 

current year - this latter against the Rugby World Cup last year.  

As a largely food-led company, the rugby would have been neutral to slightly unhelpful last year.  

As we have reported on a number of occasions, M&B is a big ship and it will take time to turn. 

That does not mean that this will not happen but cost pressures in the year just started will make 

generating profits that little bit more difficult and, as the company may have been guilty of pushing 

prices a little too aggressively in the past, it may not be able to press the ‘price’ button and this could 

impact margins.  

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 7.7x 

current year earnings and it has a 2.7% (and hopefully growing) yield.  

M&B has an extremely attractive estate but, with much still to do, the group’s shares may be fairly 

priced at around these levels. 

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

mark.brumby@langtoncapital.co.uk 

 
This message (and files contained herein) may contain confidential or proprietary information and is intended solely for the use of the individual or organisation to whom it 

is addressed.   If you are not the addressee you should not disseminate, distribute or copy this email or any part thereof.   Further, please notify the author immediately by 

telephone or by replying to this email and then delete all copies of the correspondence from your system.   We apologise for any inconvenience that this may have 

caused.   This information is a financial promotion for the purpose of the European Markets in Financial Instruments Directive (MiFID) and FSA’s Rules. It has not been 

prepared in accordance with the legal requirements designed to promote the independence or objectivity of investment research. This document is not based upon detailed 

analysis by Langton Capital of any market, issuer or security named herein and does not constitute formal research or a research recommendation, either expressly or 

otherwise. It is not investment advice and does not take into account the investment objectives and policies, financial position or portfolio composition of any recipient. This 

document should not to be relied upon as authoritative or taken in substitution for the exercise of you own commercial judgment.   Whilst Langton Capital has taken steps to 

control the spread of viruses on its systems, it cannot guarantee that this email and any files transmitted with it are virus free.   No liability is accepted for any errors, 

omissions, interceptions, corrupted email, lost communications or late delivery arising as a result of receiving this message via the Internet or for any virus that may be 

contained in it.   Recipients should review independently and / or obtain independent professional advice and draw their conclusions there-from should decide to undertake 

transactions with third parties.   Langton Capital or its employees may have positions in securities mentioned herein.   We reserve the right to monitor email messages 

passing through our network.   Langton Capital Limited is authorised and regulated by the Financial Conduct Authority.   Langton Capital Limited is registered in England  

number 07112949.   


