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JD WETHERSPOON (JDW): 695p
H1 numbers — 26w to 24 January 2016:

Recent News Here:

. Today's email

Group expects a ‘reasonable outcome for the year...’ ,
. Recent emails

Year to PBT EPS* PER DPS Yield e Adayinthelife...
end-July (Em) (p) (x) (p) (%)

2015 (A) 78.3 48.6 14.3 12.0 1.7 . C';‘;”" TDENS) THE T
2016 (E) 78.3 47.0 14.8 12.2 1.8

2017 (E) 75.0 455 15.3 12.3 1.8 e Upcoming news-flow

*Normalised, Source: Company & Broker Estimates
. Recent company updates

H1 numbers - Analysts’ Meeting:

Following the announcement of its H1 numbers 24 January 2016 this morning,
JD Wetherspoon hosted a meeting for analysts and our comments thereon are *  Linkedin profile
set out below:

. Thematic pieces

Trading:
e The group points out that H1 numbers include a property gain of some
£3.8m. Without this, EPS is down some 16.6%

e Revenues LfL in H1 split as to wet sales +2.9%, food sales +2.9%,
machine income down 2.9%, accommodation sales +7.5%

e Margins are lower ‘because of slightly lower gross margin (mix changes)
and additional staff costs’. Cost inflation has been benign

e Head office costs are down by some £2m on the completion of a number
of IT projects and a lower level of new openings

e The group has not seen much of a difference in terms of regional

performance
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e Depreciation is up by 9% - this is due to the completion of a number of ZZZ:L\VJ\/ \W R E—
capital projects rather than as a change in policy . VA V7. 10
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e Prices in Ireland (particularly wet prices) have been put up such that the V
differential with competitors is now in line with the UK Twe ww  w s e ww
The underlying business:
e JDW frequently focuses on the issues that it believes to be core to its Market Cap: £891.5m
success. 12m range 609p 812p
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e ltis justifiably proud of its brand awareness (slide 15), staff retention & pay levels (slide 13),
its CAMRA placing (slide 17) and its Cask Marque, food hygiene and even its Loo of the Year
prizes (slide 17)

e Longer term, issues such as these matter. They should help JDW build barriers to entry &
retain customers

Balance sheet, debt:

e The group has taken advantage of property yields exceeding the cost of finance & has spent
around £15.5m on freehold reversions in H1

e Debtis 3.49x EBITDA. Whilst higher than in the recent past, this is driven largely by freehold
purchases

e The ‘majority’ of the five units opened in H1, we are going for 4, were freehold in tenure

¢ |t makes sense to buy freeholds where possible because of 1) low interest rates and 2) the
flexibility to spend more on beer gardens, accommodation and the like

e The group will open 10-15 new pubs ‘for the next couple of years’

¢ Re the pubs for sale (c54 units), group is making ‘reasonable progress’. It hopes to be out of
most of them this year. The market for disposals is a little better. Depending upon how well
the current units sell, JDW may sell more

Current trading, outlook etc.:

e Price increases. These only impacted last week. No feedback as yet. Amounted to around 5p
at the bar ‘and a little more on food’. Similarly changes to the Sunday menu will only take
place this weekend.

e The group has not put prices up for a little while — but it thought that the time was right

e JDW has put in place a pay structure that virtually complies with the NLW legislation that
could cause some other operators issues next month

e Comps in H2 are softer & the group hopes for a ‘reasonable’ outcome to the year. When
pressed, it suggested that this may mean LfL sales growth of perhaps 2% to 3% with profit
numbers in line with forecasts

e Accommodation. The group has ¢950 rooms. It would like more but additions will be
opportunistic in nature

e Margin. Once again the group would not be drawn. It maintains that this is an output rather
than a key metric

e Group suggests the consumer environment is not too bad. Comments contrast just a little with
those from RTN earlier in the week

Langton View: JD Wetherspoon reassured that trading is in line with expectations and that it should
produce a ‘reasonable’ result for the year. It maintains that the business is ‘in good shape’.

Numbers will not be changing suggesting that JDW’s shares are trading on around 15x this year’s
earnings with a ¢1.8% yield.
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This is not cheap in comparison with the ratings on which some other pub companies trade but, as we
believe that JDW is a superlative operator that has created material barriers to entry, we see it as
good value.

Indeed the company itself has recently once again been buying its own shares back. Its new openings
programme has slowed over the medium term and such buy-backs may remain a feature going
forward.

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

mark.brumby@Iangtoncapital.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 Conduct Authority. Langton Capital Limited is registered in England
number 07112949.

Mark.brumb

langtoncapital.co.uk

Suite 415, No1 Alie Street, London, E1 8DE
020 7702 3389




