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MARSTONS (MARS): 163p
H1 Results: 26w to 4 Apr 2015

Group reports ‘revenue & earnings growth support increase in
dividend...’

Marston’s has this morning reported H1 numbers for the 26w to 4 April 2015 and
our comments are set out below:

Marston’s has reported underlying group revenues up 3% at £384.5m

Underlying PBT is up 2% at £29.6m ‘despite disposals & anticipated
pension costs’

Underlying EPS is up by 2% at 4.2p and the H1 dividend is +4% at 2.5p

Marston’s Destination and Premium units increased LfL sales by 1.5% in
the 26wk period. They were +2.0% at week 16

Underlying operating profit is up by 10% and operating margin is 50bps
higher. The group has not been discounting

Within Taverns, Managed & Franchised, LfL sales were up 1.4% in H1
(were +2% at week 16)

Some 37 pubs were converted to franchise during the period taking the
total number of franchised units to 520 at H1-end

Profit per pub is up by 19%

The group’s leased units were up by 4% on a per-pub basis against +1%
at week 16
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Ale volumes are +4% to w26, underlying revenue is +9% and underlying operating profit is
+10% with margins up by 10bps.

The group acquired the Thwaites beer business after H1-end and recent sales trends across
the group’s major businesses are shown below:

Tab.1. Marston’s Sales Trends — Pre Reorganisation:
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Tab.2. Marston’s Sales Trends Post Reorganisation:
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Source: Company Reports, m/f = managed & franchised

MARS completed 8 new builds in H1 and is on track to open 25 in the FY including 3 lodges

The group expects to maintain this level of growth but says the split will widen to include two
Revere or P&P openings per year, dependent on site availability

Some 65 pubs were sold during H1, netting £26m

Net debt increased by £47m since end-Sept ‘reflecting our seasonal earnings profile’ and divi-
dend payments, capex etc.

Net debt at H1-end totalled £1.245bn, around £1.043m of which is long-term secured debt
and £202 million relating to lease financing
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Assets were re-valued during the year, resulting in a £54m increase. New builds are now val-
ued at 40% > cost

CEO Ralph Findlay reports ‘two years ago, we set out our plan to reposition our pub estate,
focusing on high-quality pubs with opportunity for further growth. As we approach the end of
the transition period, these results demonstrate our plan is working.’

He continues ‘profits have increased in each of our trading segments, excluding the impact of
disposals, and we remain on track to complete 25 new-builds this year with excellent visibility
on our site pipeline in 2015 and 2016.’

Mr Findlay continues ‘we are also seeing good opportunities to expand our premium estate,
Pitcher & Piano and Revere, and invest further in pubs with accommodation’.

Marston’s concludes ‘we expect to complete the majority of our disposals programme this
year and our momentum gives us confidence of achieving further progress in the future.”

Langton Comment: Marston’s has confirmed that trading continues to be in line with expectations. In
line with industry comments, it would appear that Q2 was somewhat more challenging than Q1.

Big days remain important, Easter was good and the end-May Bank Holiday / Half Term / Pay week
will be important in determining the outcome re Q3.

Marston’s says ‘the second half year has started well’. LfL sales in Destination + Premium are +2%,
Taverns are +2.8% and Leased profits are ‘in line with expectations’. Brewing is also in line and ale
volumes are +4% volumes up 4% for the year to date. Comps are tough until around now then ease
off through the remainder of Q3 and Q4.

The group says ‘after an encouraging first half year, we expect to make further progress for the
remainder of the year’ and generally reassures that trading is satisfactory.

Overall, 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.

Despite the recent share price increase, the group’s shares trade on an undemanding 12.9x this
year’s earnings falling to 11.7x in FY16. The yield is a healthy 4.3% this year and 4.5% next.

Consumers remain value-driven. In addition, some of the emphasis on spending is currently on big-
ticket items but spend on affordable treats should be on the up by the end of the calendar year.

The economic outlook is brighter than it has been for some time. Real wages are growing,
unemployment continues to fall and the election uncertainty is now behind us. Interest rates are not
likely to rise in the very short term and we would suggest that Marston’s strongly asset-backed shares
offer good value.

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