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RESTAURANT GROUP (RTN): 684.5p
Q3 Trading Update, 45wks to 9 Nov 14

Group has ‘continued to make good progress...’

The Restaurant Group has this morning updated on trading for the first 45wks of
its financial year, being the period to 9 November, and our comments are set out
below:

Group says ‘since our half-year results announcement at the end of
August, the Group has continued to make progress.’

It reports after 45 weeks trade in 2014, total sales are 10.3% ahead of
the comparable period in 2013 and like-for-like sales are 3.0% ahead
and recent trends have been as follows:

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

Source: Company Reports

Although it may to some degree be down to rounding errors, this
suggests around +1.5% in the last 11wks
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Re new openings, the group has opened 24 new restaurants in 2014 to date.

It says ‘these are performing well and are set to deliver strong returns in line with our usual
targets.’

Re further openings, the group adds ‘we expect to open a further 16 sites before the end of
the year, taking the total to 40 new sites in 2014 (2013: 35).’

It says there will be heavier than usual pre-opening costs as a result of the acceleration in
openings and the H2 weighting

The group says ‘our pipeline of new site openings continues to improve and we expect to
further strengthen the rate of new openings in 2015.

Re its balance sheet, the group says this ‘remains strong and cash continues to be generated
at levels which allow the Group to maintain investment in our existing portfolio and open new
restaurants.’

As regards the future, RTN says ‘we remain confident that the business will continue to make
good progress during the remainder of the year’

It does caution that ‘sales have shown lower growth since the end of August and we are
seeing some cost pressures’ but says ‘nevertheless, we still expect to report good full year
results, showing material progress on the prior year.’

Langton Comment: Restaurant Group has suggested that trading has slowed a little but confirms
that it should still report good full year results.

It is also seeing some cost pressures, this despite the fact that Sterling remains strong and
commodity prices are off their highs.

The group has performed well but, with the group set to earn perhaps £80.5m in the current year and
therefore generating 30.5p in EPS, the group’s shares trade on a multiple of around 22.4x this year’s
earnings, falling to perhaps 20.0x 2015 — and this is a shade high.

Restaurant Group’s shares are not cheap. As mentioned previously, whilst the group maintains that
Coast to Coast will be rolled out and that the rate of openings will increase, this multiple suggests that
the shares, which are not asset backed, are somewhat expensive compared with the likes of
Marston’s, Greene King and Mitchells & Butlers.

This has, however, been the case for some time and the group understandably has a loyal
shareholder base. Nonetheless, to arrive at the situation afresh might not prompt non-holders to buy
and, with that in mind, it may make sense to lock in some profits at these share price levels.
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