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RESTAURANT GROUP (RTN): 556p
Q3 Trading Update: 45w to 10 Nov 2013

Trading slows, some may question the group’s rating...’

Year to PBT EPS PER DPS Yield
end-Dec (Em) (p) (x) (p) (%)

2012 (A) 64.6 24.1 23.1 11.80 2.1
2013 (E) 71.6 26.9 20.7 13.29 2.4
2014 (E) 79.7 30.1 18.5 14.78 2.7

Source: Company & Broker Estimates

Q3 IMS: 45w to 10 Nov 2013:

Key Points Re Restaurant Group:
The Restaurant Group has this morning updated on trading for its Q3 and for the
year to 10 November and our comments are set out below:

¢ Restaurant Group has reported that sales in the first 45 weeks of its
current financial year are up by 3.5% and that total sales are some 9.1%
ahead

e The group had been up by 5.0% at week 26 and the first 8 months of the
year were up by 4.25%

e This suggests that, in order for the maths to work, sales in the 11 weeks
that are being guided on today must have been up by only around 1.2%
on a LfL basis

e Recent trends have been as follows:

Tab.1. Restaurant Group Recent LfL Sales’ Trends:

Period LfL
(%)
H1 - 2010 -0.50
FY - 2010 -1.00
H1-2011 +3.00
FY - 2011 +3.25
H1 - 2012 +3.25
FY - 2012 +4.50
H1-2013 +5.00
15t 8 mths 2012 +4.25
First 45w 2013 +3.50

Source: Company Reports
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e The group opened 21 new units during the year to date having opened seven in H1. It now
expects to open between 33 and 35 over the year as a whole (little change from H1 guidance)
and says ‘we anticipate opening more new restaurants in 2014 than in 2013’

e RTN says its ‘balance sheet position remains very solid with continuing strong cash
generation, which allows the Group to maintain investment in our existing portfolio and open
new restaurants.’

¢ Re the outlook, RTN concludes ‘the Group has traded well, with like-for-like sales growth in
both September and October.’

e The maths suggests a marginal increase overall and the group says ‘although the like-for-like
comparatives are much tougher during November, we are confident that the business will
continue to make good progress during the remainder of the year and we are on track to meet
expectations for the full year.’

Langton Comment: Restaurant Group was up by 5.00% at H1 and trading has slowed. True this is
due in large part to tougher comps but some holders may question the group’s share price multiple.

The group reassured at its H1 that the hot weather in July did not disrupt trading unduly but
November looks to be a lot tougher. Nonetheless, the group has suggested that forecasts look secure
for the full year but again, the multiple may be questioned thereafter.

Like for like growth, of course, is not everything and the group is to step up its pace of openings.

The group is set to earn perhaps £71.6m in profit this year (and around £80m next) suggesting
Earnings per Share of around 26.9p, rising to around 30p next year. Therefore RTN'’s shares trade
on a multiple of almost 21x this year’s earnings falling to 18.5x 2014 earnings. The group’s shares
should yield around 2.4% this year and 2.7% next.

This suggests that the shares, which are not asset backed, are somewhat expensive compared with

the likes of Marston’s, Greene King and Mitchells & Butlers. Interestingly, the group’s EPS and DPS
are almost the same as those for William Morrison but the RTN share price is twice that of MRW. We
would be inclined to take profits and think that today’s announcement may encourage others to do so.
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