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COMPANY DESCRIPTION 

Watkin Jones develops large scale residential 
for rent properties in the student 
accommodation & build to rent markets 

www.watkinjones.com 
 

Revived investor appetite fuels property pipeline 

Residential for rent developer and manager Watkin Jones has taken 
advantage of land opportunities and a renewed institutional investment 
appetite to increase its development pipeline – at what we believe to be 
attractive prices. Today’s FY 2020E trading update from the build-to-rent 
(BTR) and purpose-built student accommodation (PBSA) specialist shows a 
big rise in its pipeline and new forward funding deal plus solid trading in 
housebuilding and accommodation management. Net cash has risen and 
the group has reinstated guidance and its intention to pay a FY dividend. 

▪ Land of opportunities. The group has taken advantage of both recovering 
institutional appetite to forward-fund its developments and what we 
believe to be attractive opportunities in the land market during the 
pandemic. The BTR pipeline, for delivery in 2021 and future years, has 
increased by 74% from 2,500 apartments in May this year to 4,357, while 
PBSA has increased by 84% to almost 8,500 beds from 4,600. 

▪ Institutions returning to residential. The Group has “started to see 
growing evidence that institutional investors are beginning to recover 
their appetite for forward funding developments in both BTR and PBSA”. 
This view is supported by today’s announcement that it has forward sold 
two PBSA developments to Brookfield-owned Student Roost for £49m.  

▪ Robust trading underpins reinstated guidance. All four divisions have 
performed robustly in the second half despite Covid challenges, allowing 
the Group to reinstate guidance for FY 2020E, with revenue expected to 
slip 7% to c. £350m and adjusted operating profit of £48 - 50m. We have 
introduced estimates in the middle of that range, with further growth in 
profits in FY 2021E. We see the potential for accelerated growth in profits 
in future years as the expanded pipeline feeds into revenue.  

▪ Strong net cash supports return of dividend. Net cash, pre-IFRS 16, has 
risen from £38m at the HY to £90m at YE 2020E, prompting the group’s 
intention to pay a FY 2020E dividend, in line with its 2x cover policy.     

▪ Capital-light defensive growth model. The group has expanded from 
PBSA for rent into BTR development, both forward-funded by leading 
institutional investors, thus reducing financial risk and capital 
requirements. It also has a growing accommodation management 
division, with strong revenue visibility and synergies for student and BTR 
divisions, as well as a housebuilding business with tightly deployed capital.  
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FYE SEP (£M) 2017 2018 2019 2020E 2021E 

Revenue 301.9 363.1 374.8 348.8 456.4 

Fully Adj PBT 43.3 50.1 50.2 44.2 49.7 

Fully Adj EPS (p) 14.0 16.0 16.0 14.0 15.7 

Dividend per share (p) 6.6 7.6 8.4 7.0 8.0 

PER (x) 9.6x 8.5x 8.4x 9.7x 8.6x 

Dividend yield (%) 4.9% 5.6% 6.2% 5.2% 5.9% 

EV/EBITDA (x) 5.8x 5.0x 3.9x 4.3x 4.0x 

Source: Company Information and Progressive Equity Research estimates 
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Land of opportunities 

Today’s detailed year-end update, to September, demonstrates, in our view, a robust 
financial performance and significant progress in development, arguably because, rather 
than in spite of, the pandemic. We believe that Covid is likely to enhance opportunities in 
Watkin Jones’s core residential for rent end markets – in two main regards:  

▪ According to today’s trading update, institutional investors have returned to forward-
funding the Group’s development activities after an initial hiatus as the pandemic took 
hold. We believe this has been triggered by a greater scarcity of traditional staples of 
income, including dividends from blue chip companies and commercial property rents, 
aligned with confidence in the underlying fundamentals supporting the residential for 
rent market, both BTR and PBSA.  

▪ Declining rental income could, in turn, crystalise the sale of sites by retail and office 
property owners – at attractive prices – with new planning rules potentially making it 
easier to convert into residential use.  

Both trends could, in our view, explain the large increase in the BTR development pipeline, 
while forward funding remains active in PBSA, with investors looking beyond any short-
term concerns about student demand arising from Covid and Brexit. This pipeline 
comprises forward-sold developments for delivery over the next two years and new sites 
secured for future development.  

We have introduced estimates for FY 2020E and 2021E (we formally initiated coverage in 
June, after the Group withdrew guidance). This shows a relatively robust performance 
despite Covid, with adjusted PBT slipping by 12% in FY 2020E, followed by the same 
percentage recovery in FY 2021E. We are not forecasting beyond this point, however, the 
pipeline should support an acceleration in revenue growth in future years we believe. For 
instance, the current PBSA pipeline of 8,456 student bedrooms, represents 3.75 years of 
supply delivered in FY 2020E, while the pipeline in the emerging BTR division has 
significantly increased. Moreover, we assume the increase in newly completed 
developments is likely to generate further recurring revenue for the Accommodation 
Management division, operating under the Fresh Property Group (FPG) brand. 

Development: investors return while traditional property owners exit 

▪ Project completions. Six new PBSA schemes totalling 2,256 beds (2,723 in FY 2019) and 
one BTR project of 159 apartments were delivered during the year, despite the stricter 
site working requirements. As previously announced, only one PBSA development was 
delayed beyond the start of the new term, and the Group confirmed that work 
continues with the purchaser and university to minimise the impact on students. 

▪ New sites secured. Nine new development sites were secured in the second half. At 
the HY the PBSA pipeline was 7,200 beds, including 2,609 forward sold for delivery in 
FY 2020E, so the latest 8,456 pipeline represents a net increase of c. 3,865 beds. For 
BTR, the HY pipeline was 2,660, now 4,357, with 159 previously forward-sold for 
delivery in FY 2020E, hence a net increase of 1,856 (Figure 1). The sites are located in 
leading university towns, including London, Edinburgh and Manchester. Planning was 
granted for 296 BTR apartments and 992 PBSA beds. 

▪ Institutional sales. In an encouraging development, in our view, the institutional 
investment market appeared to revive during the period, and has continued into the 
current year, with today’s announcement that WJ has forward sold two PBSA 
developments to Brookfield-owned Student Roost for £49m.   

Robust financial performance in 
FY 2020E and significant 
opportunities - because rather 
than in spite of the pandemic 

Estimates reintroduced, with a 
rebound in profitability expected 
for FY 2021E and significant 
growth beyond, driven by the 
expanded pipeline  
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Figure 1: Delivery pipeline, September 2020 

 

Source: Company information 

Financials: robust profitability and strong cashflow supports dividend pay-out 

▪ Robust profitability despite pandemic. The Group reinstated guidance for FY 2020E. 
Revenue for the 12 months to 30 September was c. £350m, a 6.9% decline compared 
with FY 2019. Adjusted operating profit is expected to be in the range £48 - 50m, a 
decline of 8.9 - 12.5%. This represents a margin of 13.7 - 14.3%, versus 14.7% achieved 
in FY 2019.  Our new estimate for adjusted operating profit is in the middle of the 
guidance range, at £49.2m. 

▪ Accommodation Management. FPG mobilised nine new schemes, totalling 3,593 beds. 
This brings the total to 20,179 beds and BTR apartments across 66 schemes. FPG does 
not have any significant exposure to disruption in the student lettings market in terms 
of contracted fee revenue. However, as previously announced, WJ does hold six legacy 
leased PBSA assets, for which it expects to incur c. £5m in lost rental revenue in FY 2021. 

▪ Housebuilding. The division, focused on the North West of England, but with residential 
schemes in Stratford in London and in Bath, completed 95 sales in FY 2020, with a strong 
pick-up in sales during H2 fuelled by pent-up demand following the lifting of lockdown 
restrictions in mid-May and the Stamp Duty holiday, due to end on 31 March 2021. 
These supported momentum into FY 2021E, with 25 homes exchanged or reserved. 

▪ Non-underlying items. The disruption to the Group’s operations caused by the 
pandemic resulted in a non-underlying loss of c. £6m for FY 2020E, including an 
impairment of £1.9m relating to the carrying value of the six leased PBSA assets. The 
previously signalled provision for cladding replacement is now expected to be c. £15m. 

▪ Cash up strongly. YE gross cash is expected to be c. £130m with pre-IFRS 16 net cash of 
£90m after deducting site specific loans of £40m. This is up strongly on the £37.5m at 
HY 2020 and £76.8m at YE 2019. Post-IFRS 16, we expect YE 2020 net debt at c. £53m, 
after deducting c. £143m in respect of the six leased PBSA assets.  

▪ Dividends reinstated. The Group announced it intends to pay a final dividend for FY 
2020, having suspended the interim dividend. This will be at the Group’s ongoing policy 
of 2.0x cover and will apply to underlying earnings for the whole of FY 2020E.  
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Watkin Jones in brief: low-risk, capital-light in growing markets 

The Group, admitted to AIM in 2016, in our view offers a unique low-risk, capital-light 
development and asset management model for private and student rental. It develops BTR 
and PBSA schemes, largely forward-funded by institutional investors, which acquire sites 
from WJ with the benefit of planning and then pay for the works monthly as development 
progresses, thus reducing capital tie-up for WJ. The Group also provides an accommodation 
management service through its Fresh Property Group (FPG) business, which manages 
both WJ and third party developed assets, and operates a more traditional housebuilding 
business focused on the North West. We believe the Group should benefit from continuing 
growth opportunities in new student accommodation, has ‘early mover advantage’ in BTR 
and this is all tied together by FPG in what we have defined as a ‘virtuous circle’. For more 
details, see 9 June 2020 initiation, Build-to-rent ‘comes of age’. 

 

Figure 2: Revenue (LHS) and gross profit (RHS) by division, FY 2019 

 
 

Source: Company information 

Themes: opportunities knock 

▪ Opportunities in land market – aided by planning changes. We see WJ in a similar 
advantageous position as some of the most successful specialist residential developers, 
such as Berkeley Group, which have preserved cash and now see significant 
opportunities from land owners in financially-challenged sectors such as retail and 
leisure. We believe WJ could benefit from recent changes to planning rules, allowing 
for vacant office and retail properties to be fast-tracked for residential use. 

▪ Institutional investors return. Institutional investors have underpinned the Group’s 
capital-light growth model, by acquiring developments on a forward sale basis, in which 
they pay for the land and the development works as they progress. There had been an 
understandable hiatus in investment decisions early in the pandemic, but the Group 
has indicated returning demand for both BTR and PBSA, with two deals declared today.  

▪ Build-to-rent. As we argued in our initiation note, we expect long-term growth in BTR, 
fuelled by demand from renters, either economically or for ‘life-style’, and from 
investors, attracted by income prospects, while other sources of yield are diminishing. 

▪ Student demand remains high despite Covid challenges. Despite worries that Brexit 
and Covid may deter university entries, particularly from overseas students, UCAS has 
registered a new record in the number of applications, from both home and abroad.  
Whilst remote teaching by universities and uncertainty during the pandemic could 
reduce the number of students choosing to study away from home in the current year, 
in our view it remains the preference of the majority to study at their university of 
choice and so we expect lettings to recover to normal levels post-Covid. 
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Residential Accommodation management
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Unique model addresses growing 
rental market, with low exposure 
to development risk and capital 
tie-up 

https://www.progressive-research.com/research/build-to-rent-comes-of-age/
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Financials 

Revenue in PBSA, was impacted to a degree by the construction restrictions from March. 
However, we expect revenue for this and the growing BTR division to be driven by the 
pipeline (Figure 1), supporting our broad assumption of 31% revenue growth for FY 2021E. 
Beyond our forecast period, we expect accelerating growth in revenue and profits, as new 
developments in the pipeline are forward sold and feed through to revenues and earnings.  

For margins, our initial expectations are for a decline for FY 2021E in Student 
Accommodation, affected by a change in mix of developments, to lower risk contracts, with 
attractive cash characteristics.  

 
Figure 3: Divisional performance, 2016 – 21E 

Year-end September 2016 2017 2018 2019 2020E 2021E H1 
2019 

H2 
2019 

H1 
2020 

H2 
2020E 

Revenue           

Student accommodation  237.2   256.1   312.7   246.1   224.0   275.5   128.8   117.4   120.8   103.2  
Change (%) 3.9% 8.0% 22.1% -21.3% -9.0% 23.0% -9.5% -31.2% -6.2% -12.1% 
Build-to-rent   -     1.2   3.8   73.6   76.6   130.2   8.8   64.9   36.5   40.0  
Change (%)   na na 4.0% 70.0% na na na -38.3% 
Residential   26.3   18.1   30.0   38.1   40.7   42.8   17.4   20.6   24.3   16.4  
Change (%) 65.3% -31.3% 65.8% 27.0% 7.0% 5.0% na -16.4% 39.5% -20.4% 
Accommodation management   2.8   6.1   7.3   7.5   7.5   8.0   3.9   3.6   4.1   3.4  
Change (%)  na 19.2% 2.2% 0.5% 6.7% 3.5% 0.8% 7.5% -6.9% 
Corporate  0.7   20.4   9.3   9.5    -      -     0.3   9.2   (0.1)  0.1  
Group revenue  267.0   301.9   363.1   374.8   348.8   456.4   159.1   215.7   185.7   163.1  
Change (%) 9.3% 13.1% 20.3% 3.2% -6.9% 30.9% 0.5% 5.3% 16.7% -24.4% 
           
Gross profit           
Student accommodation  48.6   56.6   60.7   54.1   51.5   51.0   31.8   22.4   29.2   22.4  
Margin (%) 20.5% 22.1% 19.4% 22.0% 23.0% 18.5% 24.7% 19.1% 24.1% 21.7% 
Build-to-rent   -     0.7   1.0   13.2   11.5   19.5   1.9   11.3   6.0   5.5  
Margin (%)  56.3% 27.1% 18.0% 15.0% 15.0% 21.7% 17.5% 16.3% 13.8% 
Residential   3.0   3.0   4.4   7.7   6.7   7.1   2.9   4.8   4.4   2.3  
Margin (%) 11.5% 16.7% 14.6% 20.3% 16.5% 16.5% 16.7% 23.2% 18.2% 13.9% 
Accommodation management   1.7   3.8   4.5   4.6   4.5   4.8   2.4   2.2   2.6   1.9  
Margin (%) 58.9% 61.9% 61.8% 61.5% 60.0% 60.0% 62.6% 60.3% 61.9% 57.7% 
Corporate  0.5   (0.5)  1.8   (0.3)   -      -     (0.2)  (0.2)  (0.2)  0.2  
Gross profit  53.8   63.5   72.4   79.3   74.2   82.3   38.8   40.5   41.9   32.3  
Margin (%) 20.2% 21.0% 20.0% 21.2% 21.3% 18.0% 24.4% 18.8% 22.6% 19.8% 
AM admin (1.4)  (1.7)  (3.2)  (3.2)  (3.5)  (4.4)     
Group admin (14.6) (19.1) (19.6) (21.3) (21.5) (23.5) (11.5) (12.9) (12.7)  (12.3) 
EBIT, group only  37.9   42.7   49.6   54.9   49.2   54.5   27.3   27.6   29.2   20.0  
Share in op profit of JVs  3.0   1.4   1.1   0.3    -      -      -     0.3    -      -    
Total operating profit  40.9   44.1   50.8   55.2   49.2   54.5   27.3   27.9   29.2   20.0  
Exceptionals (26.6)   -     4.3   (2.6)   (21.0)      -     (2.6)   -      -      -    
Net interest  (1.0)  (0.9)  (0.7)  (4.9)  (5.0)  (4.8)  (2.4)  (2.6)  (2.6)  (2.4) 
PBT  13.3   43.3   54.3   47.7  23.2   49.7   22.4   25.3   26.6   17.6  
Add back exceptionals  26.6    -     (4.3)  2.6   21.0      -     2.6    -      -      -    
Adj PBT  39.8   43.3   50.1   50.2   44.2   49.7   25.0   25.3   26.6   17.6  
Adj EBITDA  38.6   43.8   50.9   64.8   59.0   64.3   32.1   32.7   34.2   24.8  

 

Source: Company information and Progressive Equity Research estimates 

 

Early signs of significant pipeline 
feeding through in FY 2021E  
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Figure 4: P&L and per share data, 2016 – 21E 

Year-end September 2016 2017 2018 2019 2020E 2021E 

Group revenue  267.0   301.9   363.1   374.8   348.8   456.4  
COGS  (213.2)  (238.4)  (290.6)  (295.5)  (274.6)  (374.1) 
Gross profit  53.8   63.5   72.4   79.3   74.2   82.3  
Operating expenses  (15.9)  (20.8)  (22.8)  (24.4)  (25.0)  (27.9) 
Group operating profit  37.9   42.7   49.6   54.9   49.2   54.5  
Share of JVs  3.0   1.4   1.1   0.3    -      -    
Op. profit inc associates  40.9   44.1   50.8   55.2   49.2   54.5  
Exceptionals  (26.6)   -     4.3   (2.6)  (21.0)   -    
Interest  (1.0)  (0.9)  (0.7)  (4.9)  (5.0)  (4.8) 
PBT, reported  13.3   43.3   54.3   47.7   23.2   49.7  
Underlying tax rate (%)  20.4   17.3   18.6   18.5   19.0   19.0  
Reported tax  (8.2)  (7.5)  (10.1)  (9.1)  (8.4)  (9.4) 
Net attrib. profit  4.2   35.8   44.2   38.6   14.8   40.3  
       
PBT, pre-exceptionals         40.2          43.3          50.1          50.2          44.2          49.7  
Period end shares (million)  255.3   255.3   255.3   255.3   256.0   256.0  
Wtd. ave. shares (million)  134.7   255.3   255.3   255.4   255.7   256.0  
Diluted shares (million)  134.7   255.3   255.4   256.0   256.3   256.7  
       
EPS, basic (p)  3.1   14.0   17.3   15.1   5.8   15.7  
EPS, pre-exc. (p)  23.7   14.0   16.0   16.0   14.0   15.7  
EPS, dil., pre-exc. (p)  23.7   14.0   16.0   16.0   14.0   15.7  
EPS, dil. (p)  3.1   14.0   17.3   15.1   5.8   15.7  
DPS - declared (p)  4.00   6.60   7.60   8.35   7.00   8.00  
NAV (p)  40.2   49.4   59.9   63.3   63.3   69.4  
Dividend cover (x)  5.9   2.1   2.1   1.9   2.0   2.0  
EBITDA  38.6   43.8   50.9   64.8   59.0   64.3  
FCFPS (p)  13.2   7.4   21.2   9.3   13.0   7.7  
TNAV (p)  34.2   43.6   54.3   57.9   58.2   64.4  

 

Source: Company information and Progressive Equity Research estimates 

 

Cashflow and balance sheet 

Strong cash management during FY 2020E has resulted in an improvement in pre-IFRS 16 
net cash to c. £90m, from £37.5m at HY 2020 and £76.8m at YE 2019. This was boosted by 
a strong working capital recovery in H2: a £42.2m contribution, compared to £47.2m 
absorption in H1, reflecting the receipt of final payments on the completion of 
developments in H2, typically 10% of the development value. We assume a £25m 
investment in working capital in FY 2021E, allowing for the potential investment in land. 

We have assumed that most of the exceptional costs in FY 2020E did not have a cash impact 
during the year (addressed in the ‘other, non-cash’ line in the cashflow statement, below). 
For the main component, the £15m provision for cladding replacement costs, we have 
assumed that £5m has been spent in FY 2020E and the remaining £10m will feed through 
over the next two years. There is scope for some recovery of costs from the supply chain 
who were involved in the original cladding installation, but the extent of this recovery is 
currently uncertain and may take some time to achieve.   

Strong cash management in FY 
2020E, with rebound in 
investment expected in FY 2021E 
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The big increase in cash dividend payments in FY 2021E is the result of a full year’s dividend 
for FY 2020E being paid on top of our estimated interim dividend (assuming a 1/3:2/3 split) 
next year.  

IFRS 16 lease liabilities, relating to the six leased PBSA properties, are expected to decline 
by c. £7m pa (see initiation note for further explanation of IFRS 16). 

 
Figure 5: Cash flow and balance sheet, 2016 – 21E 

Year-end September 2016 2017 2018 2019 2020E 2021E 

Adjusted cash flow statement 2016 2017 2018 2019 2020E 2021E 
Group op. profit, inc exc  37.9   42.7   49.6   54.9   28.2   54.5  
Depreciation  0.3   0.5   0.7   9.3   9.2   9.2  
Intangible amortisation  0.3   0.6   0.6   0.6   0.6   0.6  
Other, non-cash   (27.8)  0.5   4.3   0.5   14.0    (5.0)    
Changes in working capital  13.7   (18.9)  11.4   (26.3)  (5.0)  (25.0) 
Operating cash flow  24.5   25.4   66.6   38.9   47.0   34.3  
Capex (maintenance)  2.6   (0.3)  (0.3)  (0.3)  (0.3)  (0.3) 
Interest, net  (1.2)  (1.0)  (1.0)  (5.1)  (5.0)  (4.8) 
Tax  (8.2)  (5.1)  (11.1)  (9.8)  (8.4)  (9.4) 
Free cashflow  17.7   19.0   54.1   23.8   33.3   19.7  
Acquisitions  (11.3)  5.6   3.0   0.2    -      -    
Dividends - paid  (13.4)  (12.4)  (17.5)  (20.1)  (14.3)  (24.7) 
Other financing  (5.1)  6.0   1.7   5.1    -      -    
Change in net cash/(debt)  (12.0)  18.1   41.3   9.0   19.0   (5.0) 
       
Summary balance sheet       
Intangible fixed assets  15.5   15.0   14.4   13.8   13.3   12.7  
Tangible fixed assets  1.9   4.9   4.8   136.3   125.4   116.5  
Investments  8.8   4.8   4.0   7.6   7.6   7.6  
Working capital  53.8   72.9   60.6   87.7   92.7   117.7  
Provisions, others   (9.4)  (12.3)  (10.9)  (11.6)  (23.6)  (18.6) 
Retirement benefit liabilities   -      -      -      -      -      -    
Net cash/(debt)  32.2   41.0   80.2   (72.2)  (53.2)  (58.2) 
Net assets  102.7   126.2   153.0   161.7   162.2   177.7  
IFRS 16 lease liabilities    (149.0) (143.0) (136.0) 
Net cash pre-IFRS 16           76.8         89.8         77.8  

 

Source: Company information and Progressive Equity Research estimates 
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Financial Summary: Watkin Jones 

Year end: September (£m unless shown)      
      
PROFIT & LOSS 2017 2018 2019 2020E 2021E 
Revenue 301.9  363.1  374.8  348.8  456.4  
Adj EBITDA 43.8  50.9  64.8  59.0  64.3  
Adj EBIT 42.7  49.6  54.9  49.2  54.5  
Reported PBT 43.3  54.3  47.7  23.2  49.7  
Fully Adj PBT 43.3  50.1  50.2  44.2  49.7  
NOPAT 35.8  40.7  40.9  35.8  40.3  
Reported EPS (p) 14.0  17.3  15.1  5.8  15.7  
Fully Adj EPS (p) 14.0  16.0  16.0  14.0  15.7  
Dividend per share (p) 6.6  7.6  8.4  7.0  8.0  

      
CASH FLOW & BALANCE SHEET 2017 2018 2019 2020E 2021E 
Operating cash flow 25.4  66.6  38.9  47.0  34.3  
Free Cash flow 19.0  54.1  23.8  33.3  19.7  
FCF per share (p) 7.4  21.2  9.3  13.0  7.7  
Acquisitions 5.6  3.0  0.2  0.0  0.0  
Net cash flow 18.1  41.3  9.0  19.0  (5.0) 
Overdrafts / borrowings 24.3  26.5  187.8  187.8  187.8  
Cash & equivalents 65.3  106.6  115.7  134.7  129.7  
Net (Debt)/Cash, pre-IFRS 16 41.0  80.2  76.8  89.8  77.8  
IFRS 16 Lease liabilities   (149.0) (143.0) (136.0) 
Net (Debt)/Cash post-IFRS 16    (72.2) (53.2) (58.2) 

      
NAV AND RETURNS 2017 2018 2019 2020E 2021E 
Net asset value 126.2  153.0  161.7  162.2  177.7  
NAV/share (p)  59.9  63.3  63.3  69.4  
Net Tangible Asset Value 111.3  138.6  147.8  148.9  165.0  
NTAV/share (p)  54.3  57.9  58.3  64.6  
Average equity 114.5  139.6  157.3  161.9  170.0  
Post-tax ROE (%) 31.3% 3.0% 22.8% 27.3% 22.7% 

      
METRICS 2017 2018 2019 2020E 2021E 
Revenue growth 9.3% 20.3% 3.2% (6.9%) 30.9% 
Adj EBITDA growth 6.7% 16.3% 27.2% (8.9%) 8.9% 
Adj EBIT growth 16.7% 16.2% 10.6% (10.3%) 10.7% 
Adj PBT growth 11.2% 15.7% 0.4% (12.0%) 12.3% 
Adj EPS growth NA 13.7% 0.2% (12.6%) 12.2% 
Dividend growth NA 15.2% 9.9% (16.2%) 14.3% 
Adj EBIT margins 14.1% 13.7% 14.6% 14.1% 11.9% 

      
VALUATION 2017 2018 2019 2020E 2021E 
EV/Sales (x) 0.8 0.7 0.7 0.7 0.6 
EV/EBITDA (x) 5.8 5.0 3.9 4.3 4.0 
EV/NOPAT (x) 7.1 6.3 6.2 7.1 6.4 
PER (x) 9.6 8.5 8.4 9.7 8.6 
Dividend yield (%) 4.9% 5.6% 6.2% 5.2% 5.9% 
FCF yield 5.5% 15.7% 6.9% 9.7% 5.7% 

 

Source: Company information and Progressive Equity Research estimates 
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To arrange a meeting with the management team, or for further information about Progressive, please contact: 
Emily Ritchie 
+44 (0) 20 7781 5311 
eritchie@progressive-research.com 

Disclaimers and Disclosures 

Copyright 2020 Progressive Equity Research Limited (“PERL”).  All rights reserved.  Progressive’s research is commissioned by the subject 
company under contract and is freely available to the public and all institutional investors.  Progressive does not offer investors the ability to 
trade securities.  Our publications should not, therefore, be considered an inducement under MiFID II regulations.  PERL provides professional 
equity research services, and the companies researched pay a fee in order for this research to be made available.  This report has been 
commissioned by the subject company and prepared and issued by PERL for publication in the United Kingdom only.  All information used in 
the publication of this report has been compiled from publicly available sources that are believed to be reliable; however, PERL does not 
guarantee the accuracy or completeness of this report.  Opinions contained in this report represent those of the research department of 
PERL at the time of publication, and any estimates are those of PERL and not of the companies concerned unless specifically sourced 
otherwise.  PERL is authorised and regulated by the Financial Conduct Authority (FCA) of the United Kingdom (registration number 697355). 

This document is provided for information purposes only, and is not a solicitation or inducement to buy, sell, subscribe, or underwrite 
securities or units.  Investors should seek advice from an Independent Financial Adviser or regulated stockbroker before making any 
investment decisions.  PERL does not make investment recommendations.  Any valuation given in a research note is the theoretical result of 
a study of a range of possible outcomes, and not a forecast of a likely share price.  PERL does not undertake to provide updates to any 
opinions or views expressed in this document. 

This document has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act 2000 of the United Kingdom.  
It has not been prepared in accordance with the legal requirements designed to promote the independence of investment research.  It is not 
subject to any prohibition on dealing ahead of the dissemination of investment research. 

PERL does not hold any positions in the securities mentioned in this report.  However, PERL’s directors, officers, employees and contractors 
may have a position in any or related securities mentioned in this report.  PERL or its affiliates may perform services or solicit business from 
any of the companies mentioned in this report. 

The value of securities mentioned in this report can fall as well as rise and may be subject to large and sudden swings.  In addition, the level 
of marketability of the shares mentioned in this report may result in significant trading spreads and sometimes may lead to difficulties in 
opening and/or closing positions.  It may be difficult to obtain accurate information about the value of securities mentioned in this report.  
Past performance is not necessarily a guide to future performance. 

 

 

 

 


