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RESTAURANT GROUP (RTN): 659p Recent News Here:
H1 Numbers; 26w to 29 Jun 2014

. Today's email

Group has ‘delivered another record set of results’ and ‘is in great *  Recent emails
shape...’ o Adayinthe life...
Year to PBT EPS PER DPS Yield *  Who we are, what we
end-Dec (Em) () (x) () (%) -
2013 (A) 72.7 28.0 23.5 14.0 2.1 . Upcoming news-flow
2014 (E) 80.5 30.5 21.6 15.7 2.4
2015 (E) 89.8 34.2 19.3 17.0 2.6 *  Recent company updates

Source: Company & Broker Estimates e Thematic pieces

H1 Results: Analysts’ Meeting: e Linkedin profile

Following the release of its H1 results this morning, the Restaurant Group
hosted a meeting for analysts and our comments are set out below:

Trading & Outlook:

e LfL sales tailed off towards the end of H1. This was all down to weak
cinema admissions (reportedly down 20% in May & June) and the start
of the World Cup.

e LfL sales have been much better in H2 to date. Hot weather last year
has not been replicated & the W Cup ended.

e Margins rose on the back of a more benign cost environment and scale
benefits

e (Costs:

o Food costs will be up less than 2% this year and food price
inflation should fall again in 2015

o Wage increases (NMW up 3% in October) are a little higher & -
utility prices are rising by c5%. Rents are perhaps 2% p.a. w0 ! .
W oA
o The group ‘needs 2.5% to 3% LfL growth to grow margin’ A C
e  Competitors ‘vary by market—place’ R R

e The group has no overseas ambitions. It can double ‘over 8-10yrs’ in the

UK alone Market Cap: £1.3bn

12m range 520p — 712p
e All parts of the country are now improving

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




Balance Sheet & Capital:
e Fixed cost cover in unchanged at 2.5x

¢ Opening costs are ‘a little higher’ at Coast to Coast, largely due to the units’ larger size
e The group is prepared to develop some sites itself

e Pipeline of 40 units in 2015 and 30 in 2016 are agreed. A further 150 are in discussions.
Visibility is ‘better than ever’

Strategy & Other:
¢ New CEO Danny Breithaupt reassured that no radical changes were being planned

e He has been with RTN for 13yrs & a ‘bedding in’ period will not be necessary

¢ Re growth, Frankies could ‘go to 350’ from its current 240 units. Chiquito could operate ‘120-
150’ (74) and Coast to Coast c100 (12)

e Garfunkels openings, if any, will be selective. Pubs offer a ‘big opportunity’ and the group
would like to open more railway concessions to supplement its strong airports presence

Langton Comment: Restaurant Group reassured that it has no plans under its new CEO for a radical
shakeup of the business.

The pipeline seems secure, trading is improving and the outlook is good.

But the shares are not cheap. With the group set to earn perhaps £80.5m in the current year giving
around 30.5p in EPS, it is trading on a multiple of around 21.6x this year’s earnings, falling to perhaps
19.3x 2015.

This means that the group’s shares are trading at a very material premium to JDW and other, even
more strongly-asset backed pub operators, and some holders may wish to lock in some profits at
these share price levels.

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

mark.brumby@Ilangtoncapital.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.

Mark.brumb

langtoncapital.co.uk

Suite 415, No1 Alie Street, London, E1 8DE
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