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27 Nov 2013 

PUNCH TAVERNS (PUB): 9.5p  
Q1 Trading Update; 12w to 9 Nov 2013 
 

Group reports ‘profits in line with management expectations’ and 

‘Q1 core net income in growth…’ 

Year to 

end-Aug  

PBT  

(£m) 

EPS 

(p) 

PER  

(x) 

DPS 

(p) 

Yield  

(%) 

2012 (A) 52.4 7.2 1.3 Nil Nil 

2013 (A) 17.0 5.7 1.7 Nil Nil 

2014 (E) 44.5 5.1 1.9 Nil Nil 

Source: Company & Broker Estimates 

Q1 Trading Update to 9 Nov 2013: 
Punch Taverns has this morning updated on Q1 trading for its FY14 and our 

comments are set out below: 

Trading: 

• Punch Taverns has updated on trading for its Q1 (the 12w to 9 

November) saying that trading is in line with expectations and that core 

net income was in LfL growth in Q1  

• When the group last reported (full year numbers on 25 September), it 

said that it was in a ‘strong cash position’ and that it was seeing 

‘improving LfL trends in net income’ 

• The core estate was up 0.4% in Q4 (down 2.4% in the full year to 1 

August) and was up by a markedly better 1.4% in Q1 this year 

• Some 96% of the group’s core estate was let on substantive leases (was 

94% in August 2012) as at the end of September 

• Punch goes on to say that trading was somewhat ‘assisted by weak 

weather comparatives’ but says that it ‘delivered growth in average net 

income per pub across our entire estate.’ 

• Re the future, Punch reports ‘expectations remain unchanged with 

management expecting the core estate to return to full year like-for-like 

net income growth of up to 1% for the current financial year.’ 

• The group is therefore being realistic in not expecting weather-assisted 

numbers to persist for the full financial year – though underlying trends 

should remain in place 
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• The group has said that ‘trading in the quarter represented the 4th consecutive quarter of 

improving LfL trends’ and recent trends are shown below: 

• Tab.1. Punch Taverns LfL EBITDA Per Pub Trends: 

Period  LfL 

EBITDA/pub 

(tot. estate)  

(%) 

LfL 

EBITDA/pub 

(core estate) 

% 

LfL 

EBITDA/pub 

(non-core) 

% 

FY 07/08  -3.4   

H1 08/09  -11.3   

FY 08/09  -11.0   

H1 09/10  -11.0   

FY 09/10  -11.0   

H1 10/11  -7.0   

FY 10/11  -5.2 -2.1 -13.0 

H1 11/12   -2.1  

FY 11/12   -3.7  

Q1 12/13   -5.2  

Q2 12/13   -3.5  

Q4 12/13   +0.4  

FY 12/13   -2.4  

Q1 13/14   +1.4  
Source: Company Reports  

• The investment and non-core pub disposal programmes remain on track ‘with full year capital 

investment expected to be c.£45m and disposal proceeds anticipated to be of c.£100m’ 

• Re its proposed capital restructuring, Punch reiterates it ‘is continuing to work with a number 

of stakeholders with the objective of delivering a restructuring proposal that can achieve as 

broad support as possible.’ 

• It intends to announce such a restructuring proposal ‘in December 2013’ (last seen was ‘first 

week of December’ with the formal launch of implementation shortly thereafter. 

• Chairman Stephen Billingham comments ‘we have made a positive start to the financial year 

and our results are benefiting from the operational improvements we have made over the last 

12 months.’ 

• He concludes ‘profits are in line with our expectations and we have reiterated our guidance for 

the full year.’ 

• There is no comment at this stage on debt, margins or other balance sheet issues 

Langton Comment: Punch Taverns’ shares have fallen over recent weeks ahead of what it has 

announced will be its final proposal re the restructuring of its debt ‘in the first week of December – 

although the implication is that this may slip until later in the month.  

At that point, it has said that it will ‘announce a revised restructuring proposal…with the broadest level 

of support achievable at that time and will then formally launch the implementation of that 

restructuring proposal shortly thereafter’. 

The group’s trading is, of course, important but, for the short term, its debt position is what will drive 

its shares.  
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Last seen, Punch announced that LfL EBITDA was up by 0.4% in its Q4 and it suggested that positive 

trading had continued into the current year. It updated on 4 November, saying that trading was in line 

with expectations and today has reiterated that the trend has continued with LfL profits in the core 

estate up by 1.4%. 

This is weather-assisted and it only covers the core estate. However, the group does say that average 

profit (including all pubs) was also higher in Q1. 

All eyes will be on the proposed restructuring but the suggestion that trading has continued to improve 

can only be helpful. Not that it means a great deal, but Punch’s shares trade on a PER of less than 

two times earnings and the NAV per share sits at around 44p per share. 

Net assets, however, are only £295m, meaning that the group’s share price is very sensitive to 

movements in the value of debt (some of which could be redeemed at a discount) and property prices 

(which may have stopped or at least slowed going down). Versus equity, freehold values total around 

£2.4bn and debt is around £2.3bn with other assets making up the difference. 

An investment in the group’s equity, therefore, is risky. An agreement with bond holders might not be 

possible, in which case the company is likely to move into default on its securitisations at some point 

in the next 15 months or so.  

It would, even at that point (assuming no collapse in earnings) be able to pay its interest suggesting 

that the restructuring game is worth the candle. Major risks remain and the potential downside is still 

100% but Punch’s equity could offer material upside. 

 

 

 

 

 

 

 

 

 

 

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.   
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