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MARSTONS (MARS): 146.7p
Q1 Trading Update: 16w to 24 Jan 2015

Recent News Here:

. Today's email
Group reports ‘our performance in the financial year to date has

, s e Recent emails
been encouraging...

e Adayinthe life...

Year to PBT EPS (p) PER DPS Yield
end-Sep (£Em) (x) (p) (%) . CI;IC/,ho we are, what we
2014 (A) 83.0 11.70 12.5 6.70 4.6
2015 (A) 91.8 12.65 11.6 7.05 4.8 *  Upcoming news-flow
2016 (E) 99.7 13.80 10.6 7.35 5.0

i . Recent company updates
Source: Company & Broker Estimates

. Thematic pieces

Q1 Trading Update: 16w to 24 Jan 2015:

Marston’s has this morning updated on trading for the first 16w of its current
financial year being the period to 24 Jan our comments are set out below:

e LinkedIn profile

Overall:

e Marston’s updated on the first 7wks of its current financial year at the
time of its prelims in November

e Today it has reassured that trading in the following 9wks has been in
line with expectations saying ‘our performance in the financial year to
date has been encouraging’

e Group has seen ‘good trading over the Christmas and New Year period’
and it adds ‘profitability is in line with our expectations.’

Destination & Premium:

e Marston’s previously reported that its Destination and Premium units in-
creased LfL sales by 2.1% in the first 7wks of the current year
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e Year to date, sales are up 2% LfL suggesting that there has been little
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e Both food and drink are +2%
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e For the 2wks of Xmas itself, sales were up by 4.8% (+12.5% on Xmas
Day itself) suggesting that, as other operators have commented, the big

days held up well but the rest of December was nothing special
Market Cap: £826m

e Comps were not easy as Destination & Premium was up by 4% in the 12m range 137p 156p
same period last year

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




e Margins have risen year to date compared with the same period last year; the group has not
been discounting as actively as have some of its competitors

e The group is on target to open 25 new pubs this year and it will open 8 in H1

Taverns:

e Within Taverns, Managed & Franchised, LfL sales were up 2% in the first 7wks of the current
period and they are now up 2% for the 16wks to date

e Sales in the Xmas fortnight were +2.7% and sales on Xmas Day were up by 5.8% (both num-
bers LfL)

e The group says ‘our franchise model continues to prove successful, providing motivated licen-
sees with local flexibility and reduced risk while improving the quality, consistency and value
of the consumer offer.’

e Comps were similarly not easy as Leased, Managed & Franchised was up by 3% in the same
period last year

Leased:

e The group’s leased units were up by 1% in the year to date. A 7wk numbers was not given
when the company reported its full year numbers

e Some 200 more tenancies will be moved to franchised, around 100 in FY15

Brewing:
¢ Own brand beer volumes are +4% for the year to date

e Off trade sales are +8% with the group’s largest brand, Hobgoblin, up by 10% y-o-y and re-
cent sales trends across the group’s major businesses are shown below:

e Tab.1. Marston’s Sales Trends — Pre Reorganisation:

Period Managed Tenanted & Own-brand
Sales LfL  Leased profit beer volumes
per pub LfL
(%) % %
FY 08/09 -0.6 -7.0 +8.0
FY 09/10 +1.7 -3.7 +4.5
FY 10/11 +2.9 +0.6 +2.0
FY 11/12 +2.2 +3.2 +2.0

Source: Company Reports

e Tab.2. Marston’s Sales Trends Post Reorganisation:

Period Premium & Beer

Destination TavernsLfL Leased LfL Company
LfL sales sales EBITDA Volumes
(%) % % %

H1 12/13 n/c ‘down’ +12.0

Fy 12/13 +2.2

First 7w FY14 +3.1 +2.1

First 15w FY14 +4.1 +3.0 Slightly lower

H113/14 +5.7 +3.8 +3.0 Slightly lower
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To w41 2013/14 +4.1 +3.0 +3.0 +1.0
Last 11w FY13/14 -0.3 -1.0 +3.0 In line
FY13/14 +3.1 +2.1 +3.0

First 7wks FY14/15 +2.1 +2.0 ‘ahead’ ‘ahead’
First 16wks FY14/15 +2.0 +2.0 +1% +4%

Source: Company Reports, m/f = managed & franchised

Summary, Conclusion, Beer Tie & Other:
e CEO Ralph Findlay reports ‘we have again traded well over the Christmas period, with good
sales growth over the key Christmas fortnight for the third year in succession, including serv-
ing a record 60,000 meals on Christmas Day.’

e He adds ‘this performance demonstrates that our customers remain attracted to the con-
sistency and value for money we offer, underpinned by excellent service in a high quality en-
vironment.’

e The group concluded ‘in addition, our Beer business continues to perform well, with a particu-
larly strong performance in the off-trade. We remain confident of achieving our expectations
for the full year.’

Langton Comment: Marston’s has confirmed that trading continues to be in line with expectations. It
has suggested that the busy days have remained busy and has suggested that, in line with comments
made by other operators, December excluding the holiday days was satisfactory but not outstanding.

The growing importance of the ‘big days’ does leave revenues (along with those of other operators)
open to more potential for weather or other shocks.

That said, with its new-build programme still firmly in place, much of Marston’s success has been of
its own making.

The group has not been aided by geography as it operates a largely provincial estate.

Earnings are set to move forward this year and next as the group has now worked through the period
of dilution caused by the disposal of its bottom-end, tenanted units.

The group’s shares trade on an undemanding 11.6x this year’s earnings falling to 10.6x in FY16. The
yield is a healthy 4.8% this year and 5.0% next.

Consumers remain value-driven but confidence is returning and the outlook is brighter than it has
been for some time. Real wages are growing, unemployment continues to fall and there may be tax
cuts in March’s Budget. Interest rate rises may not kick in until 2016 and we would suggest that
Marston’s strongly asset-backed shares offer good value.

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

mark.brumby@Iangtoncapital.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.
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e Margins have risen year to date compared with the same period last year; the group has not
been discounting as actively as have some of its competitors

e The group is on target to open 25 new pubs this year and it will open 8 in H1

Taverns:

e Within Taverns, Managed & Franchised, LfL sales were up 2% in the first 7wks of the current
period and they are now up 2% for the 16wks to date

e Sales in the Xmas fortnight were +2.7% and sales on Xmas Day were up by 5.8% (both num-
bers LfL)

e The group says ‘our franchise model continues to prove successful, providing motivated licen-
sees with local flexibility and reduced risk while improving the quality, consistency and value
of the consumer offer.’

e Comps were similarly not easy as Leased, Managed & Franchised was up by 3% in the same
period last year

Leased:

e The group’s leased units were up by 1% in the year to date. A 7wk numbers was not given
when the company reported its full year numbers

e Some 200 more tenancies will be moved to franchised, around 100 in FY15

Brewing:
¢ Own brand beer volumes are +4% for the year to date

e Off trade sales are +8% with the group’s largest brand, Hobgoblin, up by 10% y-o-y and re-
cent sales trends across the group’s major businesses are shown below:

e Tab.1. Marston’s Sales Trends — Pre Reorganisation:

Period Managed Tenanted & Own-brand
Sales LfL  Leased profit beer volumes
per pub LfL
(%) % %
FY 08/09 -0.6 -7.0 +8.0
FY 09/10 +1.7 -3.7 +4.5
FY 10/11 +2.9 +0.6 +2.0
FY 11/12 +2.2 +3.2 +2.0

Source: Company Reports

e Tab.2. Marston’s Sales Trends Post Reorganisation:

Period Premium & Beer

Destination TavernsLfL Leased LfL Company
LfL sales sales EBITDA Volumes
(%) % % %

H1 12/13 n/c ‘down’ +12.0

Fy 12/13 +2.2

First 7w FY14 +3.1 +2.1

First 15w FY14 +4.1 +3.0 Slightly lower

H113/14 +5.7 +3.8 +3.0 Slightly lower
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To w41 2013/14 +4.1 +3.0 +3.0 +1.0
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First 7wks FY14/15 +2.1 +2.0 ‘ahead’ ‘ahead’
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Summary, Conclusion, Beer Tie & Other:
e CEO Ralph Findlay reports ‘we have again traded well over the Christmas period, with good
sales growth over the key Christmas fortnight for the third year in succession, including serv-
ing a record 60,000 meals on Christmas Day.’

e He adds ‘this performance demonstrates that our customers remain attracted to the con-
sistency and value for money we offer, underpinned by excellent service in a high quality en-
vironment.’

e The group concluded ‘in addition, our Beer business continues to perform well, with a particu-
larly strong performance in the off-trade. We remain confident of achieving our expectations
for the full year.’

Langton Comment: Marston’s has confirmed that trading continues to be in line with expectations. It
has suggested that the busy days have remained busy and has suggested that, in line with comments
made by other operators, December excluding the holiday days was satisfactory but not outstanding.

The growing importance of the ‘big days’ does leave revenues (along with those of other operators)
open to more potential for weather or other shocks.

That said, with its new-build programme still firmly in place, much of Marston’s success has been of
its own making.

The group has not been aided by geography as it operates a largely provincial estate.

Earnings are set to move forward this year and next as the group has now worked through the period
of dilution caused by the disposal of its bottom-end, tenanted units.

The group’s shares trade on an undemanding 11.6x this year’s earnings falling to 10.6x in FY16. The
yield is a healthy 4.8% this year and 5.0% next.

Consumers remain value-driven but confidence is returning and the outlook is brighter than it has
been for some time. Real wages are growing, unemployment continues to fall and there may be tax
cuts in March’s Budget. Interest rate rises may not kick in until 2016 and we would suggest that
Marston’s strongly asset-backed shares offer good value.
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e Margins have risen year to date compared with the same period last year; the group has not
been discounting as actively as have some of its competitors

e The group is on target to open 25 new pubs this year and it will open 8 in H1

Taverns:

e Within Taverns, Managed & Franchised, LfL sales were up 2% in the first 7wks of the current
period and they are now up 2% for the 16wks to date

e Sales in the Xmas fortnight were +2.7% and sales on Xmas Day were up by 5.8% (both num-
bers LfL)

e The group says ‘our franchise model continues to prove successful, providing motivated licen-
sees with local flexibility and reduced risk while improving the quality, consistency and value
of the consumer offer.’

e Comps were similarly not easy as Leased, Managed & Franchised was up by 3% in the same
period last year

Leased:

e The group’s leased units were up by 1% in the year to date. A 7wk numbers was not given
when the company reported its full year numbers

e Some 200 more tenancies will be moved to franchised, around 100 in FY15

Brewing:
¢ Own brand beer volumes are +4% for the year to date

e Off trade sales are +8% with the group’s largest brand, Hobgoblin, up by 10% y-o-y and re-
cent sales trends across the group’s major businesses are shown below:

e Tab.1. Marston’s Sales Trends — Pre Reorganisation:

Period Managed Tenanted & Own-brand
Sales LfL  Leased profit beer volumes
per pub LfL
(%) % %
FY 08/09 -0.6 -7.0 +8.0
FY 09/10 +1.7 -3.7 +4.5
FY 10/11 +2.9 +0.6 +2.0
FY 11/12 +2.2 +3.2 +2.0

Source: Company Reports

e Tab.2. Marston’s Sales Trends Post Reorganisation:

Period Premium & Beer

Destination TavernsLfL Leased LfL Company
LfL sales sales EBITDA Volumes
(%) % % %

H1 12/13 n/c ‘down’ +12.0

Fy 12/13 +2.2

First 7w FY14 +3.1 +2.1

First 15w FY14 +4.1 +3.0 Slightly lower

H113/14 +5.7 +3.8 +3.0 Slightly lower
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Marston’s strongly asset-backed shares offer good value.

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

mark.brumby@Iangtoncapital.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.

Mark.brumb

langtoncapital.co.uk

Suite 415, No1 Alie Street, London, E1 8DE
020 7702 3389




