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WHITBREAD (WTB): 4569p
Q3 IMS: 13wks to 27 Nov 2014

Group reports is ‘on track to deliver full year results in In line with

expectations...’
Year to PBT EPS PER DPS Yield
end-Feb (Em) (p) (x) (p) (%)
2014 (A) 411.8 167.7 27.2 68.8 1.5
2015 (E) 466.0 203.7 22.4 76.9 1.7
2016 (E) 530.0 231.3 19.8 86.5 1.9

Source: Company & Broker Estimates

Q3 Trading Update: 13w to 27 November 2014:

Whitbread has this morning updated on trading for its Q3 being the 13 week
period to 27 November 2014 and our comments are set out below:

The Headline Numbers:

Group CEO Andy Harrison says ‘our strong trading momentum has
continued into the 3 quarter’.

Premier Inn & Restaurants:

Whitbread says ‘for the 39 weeks Premier Inn has continued to win
market share and grew total sales by 14.9%, total revpar by 8.7% and
the total number of rooms available by 5.8%.’

It says occupancy grew by 3.3% percentage points to a high of 84.2%

In London, WTB says ‘we grew total sales by 17.2% in the quarter, with
a 14.8% increase in the number of rooms available, whilst maintaining
strong occupancy at 89.0% with total revpar growth of 2.0%.’

In the regions, WTB grew total sales by 14.8% in the quarter, with a
5.1% increase in the number of rooms available, combined with total
revpar growth of 9.3% and occupancy rising 2.9% pts to 84.2%.

In restaurants, WTB says it ‘delivered a solid performance in the quarter,
with like for like sales growth of 1.6% and like for like covers marginally
down by 0.2%.’

The group has opened 2,177 UK rooms in the year and confirms ‘we
plan to open around 4,500 new UK rooms and five joint site restaurants’
in the year as a whole

The UK pipeline stands at ¢12,400 rooms.
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Costa Coffee:

e Whitbread says ‘Costa continues to perform strongly, growing total system sales in the 39
weeks by 15.9% to £1,022.0m, (17.5% at constant currency).’

e |t adds franchise sales were up 14.7% to £398.1 million.

e UK system sales were up by 16.7% to £552.5 million ‘with equity stores delivering like for like
sales growth of 5.8%.’

e The group has opened 127 net new UK stores in the year to date.
e Costa Enterprises (including Costa Express) grew system sales to £258.3 million, up 19.3%.

e Whitbread adds ‘international system sales grew by 10.7% to £213.5 million (18.3% at
constant currency), with a growth of 6.8% (14.8% at constant currency) in EMEI and 18.9%
(25.6% at constant currency) in Costa Asia.’

e The division plans to ‘open around 230 net new stores worldwide and to install around 800
Costa Express units in the full year.” Recent sales trends are shown below:

e Tab.1. Whitbread’s Sales Trends:

Period Premier Inn Restaurants’ Costa Coffee
LfL sales LfL sales LfL sales
(%) % %
H1 09/10 -7.5 +1.8 +2.5
FY 10/11 +8.6 +3.3 +7.8
Q111/12 +3.0 -1.4 +4.0
Q2 11/12 +7.1 -1.6 4+9.7
Fy 11/12 +3.2 -0.2 +5.5
Q112/13 +4.3 +2.1 +8.4
Q2 12/13 +3.2 +4.9 +5.7
FY 12/13 +3.1 +6.8
Q1 13/14 +2.7 +0.0 +8.0
H113/14 +3.3 -0.1 +5.5
Q3 13/14 +5.4 +1.8 +4.9
Q4 13/14 +8.3 +4.4 +7.3
FYy 13/14 +5.0 +1.6 +5.7
Q1 14/15 +9.5 +4.4 +4.5
Q2 14/15 +9.2 +1.7 +7.3
H1 14/15 +9.1 +3.1 +6.1
Q3 14/15 +8.5 +1.6 +5.2
Year to date +9.2 +2.6 +6.9

Source: Company Reports

Other:
e Whitbread says ‘our strong financial position remains unchanged.’

e It says itis performing well and some London freeholds may be about to become available

¢ Any purchase thereof could ‘result in our capital investment for the full year increasing to
around £575 million.’
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e The group suggests the properties would ‘reduce business risk, increase flexibility and
capture property appreciation.’

e Whitbread separately announces that long-standing hotels director Patrick Dempsey ‘will be
stepping down from the Board and leaving the company on 28th February 2015.’

e It says Paul Flaum, currently head of Whitbread Restaurants, will succeed him. CEO Andy
Harrison thanks Patrick & says targets remain in place and ‘we have the strength and depth
of leadership to successfully deliver those goals.’

Langton Comment: Whitbread has once again delivered some very strong numbers.

Overall, the group is performing well and it looks to be set to achieve more. Its shares are not cheap
but the group is delivering on its promises and is likely to retain the support of its shareholders. The
stock changed hands at £24 as recently as the first half of 2013 year and is now at all-time highs.
Nonetheless, today’s statement should reassure.

CEO Andy Harrison says ‘strong trading momentum has continued into the third quarter’ and adds
‘we remain confident of delivering full year results in line with expectations, mindful that the fourth
quarter last year was patrticularly strong, boosted by the absence of snow.” He goes on to conclude
‘our strong brands continue to win market share, reinforced by our ambitious organic network
expansion. We remain on track to open around 4,500 new Premier Inn UK rooms and around 230 net
new Costa stores worldwide this year. Our committed UK room pipeline stands at around 12,400 new
rooms, with a number of attractive London freehold opportunities at various stages of negotiation.’

As mentioned above, the group’s rating is perhaps somewhat stretched. The company is pencilled to
earn around 203.7p in the year to February 2015, putting the shares on some 22.4x current year
earnings. Nonetheless, today’s update should reassure observers and there is no reason to believe
that the c231p estimated for February 2016 is not secure. No room for error at these levels but, with
brands that offer international growth, WTB would appear to offer value over the longer term.
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