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Group reports performance ‘in line with management expectations’
Year to
end-Aug
2015 (A)
2016 Est
2017 Est

PBT
(£m)
60.9
60.0
64.0

EPS
(p)
22.3
22.0
23.0

PER
(x)
4.3
4.4
4.2

DPS
(p)
Nil
Nil
Nil

Yield
(%)
Nil
Nil
Nil

Post the announcement of its H1 numbers for the 28wks to 3 March 2016,
Punch Taverns hosted a meeting for analysts and our comments are set out
below:

H1 Trading:
•

Punch pointed out that its total estate, including non-core units,
increased LfL EBITDA in H1 by 0.7%

•

Core units increased LfL EBITDA by 1.6%

•

The estate size declined by 8%. Inclusive of the Matthew Clark disposal,
this had a £9.8m negative impact on EBITDA

•

This is the 3rd year of positive LfL EBITDA growth. The core numbers
are the best since before the Credit Crunch

Trading Outlook etc.:
•

The group welcomes the certainty that the MRO secondary legislation
has provided

•

Only around 7% of Punch’s pubs will have >5yrs to go on their leases
when they are next reviewed

•

Group will therefore have more control over its assets

•

Co is pleased with the way its Retail Agreement units are trading. Sales
uplifts have been significant

•

Food sales are up to 30% in some units – around 1 in 3 new lettings will
fall into this category

•

Mercury units are benefiting from capex, albeit at lower levels of spend
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•

Rent from unlicensed properties will increase – shops, offices, accommodation etc.

Balance Sheet, Assets, Debt:
•

All disposals have been at above book value. Pubs were sold for an aggregate £12.8m profit
& M Clark achieved £46.1m > book value

•

The bulk of disposals have now been completed but the group should continue to sell around
100 pubs per annum

•

There are no major debt repayment bullets. The group will have a chance to redeem 15% PiK
notes at par from this October

•

The group says that it believes its NAV (c382p per share) is reasonable

•

Group now has £117m of cash outside its securitisation

Langton Comment: Punch accepts that it is at an early stage in its transformation but, having said
that, it believes that things are progressing well.
Retail uplifts have been material and have come through quickly. There is more to be done here and,
though running a business the size of Punch (or Enterprise) will never be the hands-off, spreadsheet
exercise that it perhaps was in the past, incremental profits should accrue to shareholders over time.
We believe that, though extremely thinly-traded, Punch’s shares deserve to be re-rated. This because
both firstly we should acknowledge that it is no longer in imminent danger of going out of business
and secondly, that it has a model upon which it can and should build an increasing profit stream going
forward.
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 Services Authority. Langton Capital Limited is registered in England
number 07112949.

Mark.brumby@langtoncapital.co.uk
[Type text]
Suite 415, No1 Alie Street, London, E1 8DE
020 7702 3389

