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GREENE KING (GNK): 858p
First Half Results, 24w to 13 Oct 2013

Recent News Here:

Today's email
H1 meeting: Group refocused and remains positioned for further

growth, down in a bad market but no reason to be un-chuffed...’

Recent emails

A day in the life...

Who we are, what we
do...

Upcoming news-flow
Recent company updates
Thematic pieces

Following the announcement of its H1 humbers this morning, Greene King Linkedin profile

hosted a meeting for analysts and our comments are set out below:

Q1 was very good (weather) but September saw the consumer retrench
in order to shake off the summer’s financial hangover

November trading has been good with LfLs in the first 6w of H2 up by
3.5%

Margins should be ‘broadly flat for the year’ — LfLs are running at 3.5%
and around 2% is needed to stand still on margins — new builds will be a
slight negative & make up the difference; costs are ¢3.2% up

Retall is ‘well-positioned’ for Xmas with bookings up 13%

All tenanted KPIs (TAWS, bad debts etc.) are looking better

Brewing has done well in a tough market; the shift from on to off-trade 4 e ‘;\“M
sales will be a drag on margins; the group has opened a craft brewery M@ T \vm‘,
The group is making a 9% return on capital; it was cash positive in H1

post tax, capex and dividend

Market Cap: £930m

The group has been substantially re-shaped over recent years; Retail 12m range 120p 166p

now accounts for 73% of revenues and 67% of pub profits

The reshaping has entailed a little dilution and there could be a little
more to come — though this is already in forecasts
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The number of tenanted outlets fell by 8% in the year and will be below the targeted 1,200 by
year end, at which point, there will be an upgrade on target numbers going forward

The group should add c90 managed outlets (by conversion, new build & acquisition) over the
next 18 months; competition for sites is manageable

Some 2/3 of the new sites will be new-build; this markets a material step up in activity

The group accepts that, whilst the summer was good, the hangover in September proves that
real income growth ‘is the only real barometer’ when it comes to predicting likely ongoing
sales

That said, there is room for GNK (with £1bn of managed sales) to take share in a £40bn
market

Langton Comment: Greene King has reassured that trading has picked up into Q3. Comps are now
soft until the group’s April year end and, barring snow at Xmas, numbers should be met.

The group’s shares have weakened in a poor market but this should not necessarily be taken as a
signal that the market is un-chuffed with the group numbers.

The rating gap between GNK and MARS, however, is perhaps less justified following the latter's
announcement re disposals than it has ever been and, on the margin and at today’s prices, it may be
that would be investors prefer the Wolverhampton company.

Greene King is pencilled in to make in the region of 61p per share in the current year suggesting that
the group’s shares trade on a current year multiple of around 14.1x and yield a prospective 3.3%.
Though the group’s shares are cheaper than they were two hours ago, the rating is still around a
160bp premium to that of Marston’s.
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