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Market Review

Equity returns in Europe and the UK have tailed off recently – in part because of the recovery  
in their currencies, particularly against the US dollar. Conversely, US shares have continued 
to make small gains, but the real story in equities over the last few weeks has been emerging 
markets: Brazil’s up 6% since late June, China by 3%, India by 4% and the MSCI Emerging  
Markets Index by more than 5% when measured in US dollars. 

For the first time in several years, analysts worldwide are upgrading their earnings forecasts  
as profits exceed expectations. In fixed income, having shot up at the end of June, bond yields 
have since fallen slightly in the face of lower-than-anticipated US and UK inflation. Pressure on 
central banks to raise rates or speed up their Quantitative Easing (QE) tapering programmes  
has consequently declined, at least for the time being. And some leading indicators of economic 
growth are pointing to a slight slowdown in the second half of the year. 

Politics, which was top of investor agendas at the start of 2017, has now fallen away. In Europe, 
French President Emmanuel Macron is just about the nicest populist markets could imagine, 
with his reform agenda and desire to promote a more competitive France. In the US, despite 
his bluster, the sum total of President Trump’s achievements to date remains at zero. Only in 
the UK does politics warrant concern with the government’s perceived mishandling of Brexit 
negotiations, combined with the Labour Party’s lead in opinion polls, giving investors pause  
for thought. Sterling’s recent recovery is unlikely to continue in the face of such uncertainties  
as Brexit begins to mean Brexit.

Thank goodness then for the rest of the world. In China, the US and Europe things look as rosy 
economically as they have since the global financial crisis while Japan and emerging market 
economies in Asia are also doing well.

In this issue we look at one of our preferred investment trust managers in the latter region.  
The Schroder Asia Pacific Fund has had a great run of late, and we continue to see it as an 
interesting investment. Elsewhere, we consider non-standard credit provider Provident Financial 
after its recent profit warning and see reasons for optimism. We also pop the bonnet at car 
auction company BCA Marketplace, to check progress since listing a couple of years ago.  
And in Europe, we see how the cogs are turning at Swatch, the world’s largest maker of  
watches and watch components. 

In our regular screens, we look at how European growth is impacting companies, and in the UK 
we ask readers to hold onto their shorts, as we examine UK businesses where investors have 
sold borrowed shares in the expectation of buying them back more cheaply in the future.

The economic recovery may be long in the tooth but we can’t yet see what might cause a  
major correction from here, and remain cautiously optimistic for the rest of 2017.

Richard Champion 

Deputy Chief Investment Officer, UK

Published: August 2017
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The business is led by Avril Palmer-Baunack 
who has a proven 20-year track record in the 
UK automotive, support services, industrial 
engineering and insurance services sectors.  
She has been instrumental in developing a 
business model that has delivered growth  
through challenging car markets. This model 
has been reinforced after a number of recent 
acquisitions, such as Stobart Automotive, 
Ambrosetti and Paragon Automotive, which have 
increased BCA’s touchpoints to the used car supply 
chain. The Stobart deal was particularly interesting 
given that, until then, BCA had no prior involvement 
in transporting vehicles for the auction market. 

We remain confident that BCA’s position as clear 
market leader in the used car marketplace is 
sustainable due to its:

• critical mass of buyers and sellers 

• infrastructure in place to transport vehicles  
from sellers to buyers 

• detailed database of historical and real-time 
used vehicle transactions. 

For a competitor to try and replicate this would  
be exceptionally difficult. 

Other drivers of future growth include the recent 
explosion in UK personal lease products (i.e. hire 
purchase agreements) that will feed into the used 
car market. And while business outside of the UK 
accounts for just 7% of total profits, this is likely 
to grow given that auction services have a much 
lower level of penetration in Europe than in the UK. 
Despite BCA’s attractive growth prospects, the 
shares offer a respectable dividend yield of 4.0%. 

Simon McGarry 
Senior Equity Analyst

management aim to increase to £400m-£500m  
in the medium term. 

CC has had a bumpier time as profits declined  
pre 2013. Management decided to focus on 
higher-quality, more creditworthy customers, 
deliberately reducing numbers by a third over  
three years. Profits returned to growth in 2014, 
2015 and 2016. However, in June 2017 PFG 
issued a profit warning caused by a decline in  
CC originations and collections as a result of  
a shift in strategy. Although we believe that  
the new model will be positive for customer 
experience, cost management and regulatory  
risk, the short-term impact has been damaging, 
with CC profits expected to be £60m in 2017 
versus £110m previously. 

However, collections stabilised in June and 
originations should normalise by year end, while 
the other three divisions are operating in line with 
previous guidance. Despite the share price being 
down by 35% since mid-May, we consider this 
setback to be a one-off disruption. With the  
shares trading on a dividend yield of 6.7%, they  
offer an attractive entry point for investors.

Simon McGarry 
Senior Equity Analyst

Motoring ahead

BCA Marketplace (BCA), formerly Haversham 
Holdings, was founded in April 2014 to create 
value for investors through the acquisition and 
development of target businesses. It is the 
market-leading automotive exchange in Europe, 
with operations in 12 countries, and consists of 
two separate businesses; 1) Europe’s largest used 
vehicle marketplace, which accounts for 94% of 
overall company profits (at present, the majority  
of profits relate to the UK); and 2) webuyanycar.com 
(WBAC), the UK’s largest vehicle buying service. 

WBAC acquires vehicles from car buyers, dealers, 
corporates and original equipment manufacturers 
and sells them to car supermarkets, independent 
dealers, franchise dealers and traders. This is a 
high-return, capital-light business, with vehicles 
spending an average of just 10 days on the lot. 
Despite WBAC generating just 6% of profits, this 
is likely to increase as it continues to take market 
share from consumer-to-consumer transactions.

Credit where credit’s due
With 2.4m customers, Provident Financial Group 
(PFG) is one of the UK’s leading suppliers of 
personal credit products to the non-standard 
lending market. Through its network of branches, 
call centres and websites, it provides a portfolio  
of products designed to meet the needs of the  
UK’s 12m non-standard credit customers. 

In 2016, 58% of group profits were generated  
by Vanquis, PFG’s credit card business, 33% by  
the Consumer Credit (CC) division - unsecured  
loans through home collection and online - and 
8% through Moneybarn (car finance).  PFG also  
has a fledgling unsecured online offering called 
Satsuma, which should turn profitable in 2017.

Over the last 10 years, PFG has grown earnings 
per share at an annual rate of nearly 11%. Vanquis 
has been the principal driver, with both customer 
numbers and receivables growing every year since 
inception in 2002. Indeed, total receivables have 
increased seven-fold to £1.4bn since 2008 and 
are predicted to hit £2.2bn in the medium term.

Moneybarn, acquired for £120m in 2014, has been 
an unmitigated success. Receivables have more 
than doubled to £300m without sacrificing returns 
after extending its product offering – a figure that 

Provident Financial Group
Market Cap £3.07bn 
Share Price 2,112p

BCA Marketplace 
Market Cap £1.55bn  
Share Price 199p

2016A 2017F 2018F

Revenue (£bn)  1.10  1.28  1.35 

Earnings per Share (p) 183 150 189

Dividend per Share (p) 135 135 146

Dividend Yield 4.6% 6.4% 6.9%

Free Cash Flow Yield -0.7% 5.0% 7.7%

Price Earnings Ratio 15.8 14.1 11.2

Return on Capital Employed 14.3% 13.2% 14.8%

2017A 2018F 2019F

Revenue (£bn)  2.03  2.25  2.45 

Earnings per Share (p) 9.6 10.6 11.8

Dividend per Share (p) 6.8 7.6 8.6

Dividend Yield 3.7% 3.8% 4.3%

Free Cash Flow Yield 5.8% 5.2% 5.7%

Price Earnings Ratio 18.8 18.8 16.8

Return on Capital Employed 4.9% 7.5% 8.1%

Source: Quest®

Note: 2017 and 2018 are forecast years

Source: Quest®

Note: 2018 and 2019 are forecast years
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Caught short
On 11 July it was reported that hedge funds 
earned over £80m when Carillion’s share price fell 
by more than 39% the previous day. This followed 
a profit warning which led to the suspension of the  
dividend and the resignation of the chief executive. 
The shares have since fallen a further 54% and  
are down 72% in just four weeks. 

Hedge funds had been negative on the company for 
some time, with Carillion being the most shorted 
stock in the UK market for over a year. In the lead 
up to the profit warning more than 20% of the 
equity was held short, for a number of reasons:

• The balance sheet was becoming increasingly 
stretched, while management’s debt reduction 
plan only scratched the surface of the 
escalating debt burden

• Debt reported at year end was significantly 
lower than the average during the year as 
management used a variety of techniques  
such as invoice factoring to minimise the  
year-end number 

• The pension deficit had ballooned to more than 
£800m by the end of 2016 – likely to remain  
a major drain on cash for years to come

• Revenue visibility and order book had  
been declining 

• Growing risk of future losses from either  
project overruns or onerous contracts

• Poor earnings quality, with management 
consistently charging one-off costs to the 
income statement. 

These concerns appear to have been overlooked 
by many investors who didn’t have either the 
resource or the skillset to see past Carillion’s 
seemingly attractive price-earnings multiple of  
6x and the well-covered dividend yield of more 
than 9%. As a result, hedge funds benefited  
at the expense of the wider market. 

Given all of the above, we believe it’s worth 
highlighting other UK stocks that hedge funds are 
betting against. Many boast attractive valuation, 
dividend and growth characteristics. However, on 
the back of the Carillion fallout, investors should 
pay heed to Shakespeare’s well-known phrase 
that ‘all that glistens is not gold’. 

12-month forward Prior year Price performance over

Company name Industry

Market 
cap  

(£bn)
Share 

price (p)

% of 
equity 

held 
short

Price 
earnings 

ratio
Dividend 

yield
Dividend 

cover

Net 
debt/ 

EBITDA 1 month 3 months 12 months

Ocado Internet and Direct Marketing Retail 1.8  303 19% 89.6 0.0% n/a 2.0 5% 14% 17%

Morrison (Wm) Food and Staples Retailing 5.8  245 16% 19.6 2.6% 2.0 1.5 2% 1% 37%

Wood Group Energy Equipment and Services 2.3  621 15% 13.5 4.2% 1.8 0.9 -3% -18% -5%

Tullow Oil Oil Gas and Consumable Fuels 2.3  169 13% 15.2 0.2% 34.6 7.8 12% -17% 8%

Debenhams Multiline Retail 0.5  43.3 12% 7.6 7.3% 1.8 1.2 0% -17% -21%

Marks & Spencer Multiline Retail 5.3  325 12% 11.4 5.8% 1.5 1.4 -2% -12% 1%

Petrofac Energy Equipment and Services 1.5  444 9% 6.6 10.4% 1.5 1.7 1% -46% -40%

Premier Oil Oil Gas and Consumable Fuels 0.3  56.5 9% 4.0 0.6% 67.2 5.0 13% -7% 4%

MITIE Commercial Services and Supplies 0.9  264 8% 14.5 1.7% 4.2 1.6 -4% 25% 8%

Pets at Home Specialty Retail 0.9  171 8% 13.1 4.4% 1.8 1.2 6% -8% -29%

Sainsbury (J) Food and Staples Retailing 5.5  250 8% 12.3 4.1% 2.2 1.2 -1% -11% 12%

NCC Group IT Services 0.5  196 6% 26.3 2.5% 1.5 1.2 20% 38% -41%

Dairy Crest Food Products 0.8  595 6% 15.6 4.0% 1.6 3.3 -1% 2% -4%

Ultra Electronics Aerospace and Defense 1.6  2,091 6% 14.7 2.5% 2.5 1.8 2% -1% 23%

JD Wetherspoon Hotels Restaurants and Leisure 1.1  1,026 6% 16.7 1.2% 5.3 3.6 5% 2% 23%

Countrywide Real Estate Mgt. and Dvt. 0.4  157 6% 8.4 3.4% 3.6 3.0 -7% -6% -32%

Cobham Aerospace and Defense 3.2  134 6% 20.1 0.8% 5.2 3.4 3% -4% -8%

Essentra Chemicals 1.4 546 6% 20.3 3.8% 1.3 2.7 -3% 1% 15%

Anglo American Metals and Mining 15.6  1,228 6% 8.7 4.6% 2.4 1.3 20% 14% 47%

Pearson Media 5.4  659 5% 13.6 3.1% 2.4 1.5 -5% 2% -26%

Inmarsat Diversified Telecoms Services 3.6  788 5% 20.3 5.6% 0.9 2.3 2% -5% 0%

Restaurant Group Hotels Restaurants and Leisure 0.7  330 5% 14.4 4.8% 1.5 0.3 1% -6% -2%

Aggreko Commercial Services and Supplies 2.1  843 5% 13.7 3.3% 2.2 1.2 -9% -4% -32%

Next Multiline Retail 5.7  4,013 5% 10.1 4.0% 2.5 1.0 4% -8% -22%
 

Source: Quest® and Bloomberg

Past performance and future forecast figures are not a reliable indicator of future results.
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Europe’s finest
This month we continue the theme that  
we’ve run with for most of the year. Namely,  
the improving economic outlook in Continental 
Europe versus the increasing uncertainty in both 
the US and the UK, as underlined by their recent 
International Monetary Fund (IMF) 2017 GDP 
growth forecasts. In fact, the IMF now predicts  
that the eurozone will outperform the UK this  
year, growing at 1.9% versus 1.7% for the UK.  
While we wouldn’t set too much store by the  
actual numbers, they are nevertheless an 
indication of the direction of travel.

However, while growth prospects in Europe may 
be improving relative to the rest of the western 
world, local equity markets (like their US and UK 
counterparts) have rallied significantly from their 
financial crisis lows and are now far from cheap. 
The current 12-month forward price-earnings 
ratio (P/E) for the Canaccord Quest® Continental 
European large-cap universe is some 1.12x above 
its 10-year average – although this is below the 
1.32x and 1.21x averaged by the US and UK  
large-cap universes. 

Therefore, in looking for European growth 
opportunities, we’ve also taken valuation into 
account. As a result, only companies where the 
12-month forward P/E ratios can be justified by  
the expected earnings growth – namely a PEG** 
(P/E divided by EPS growth) of 1 or less – have 
been considered.

In terms of growth, we look for companies that  
are forecast to grow sales and earnings both  
this year and next. 

Finally, we only include those companies that  
have strong balance sheets with net debt/EBITDA 
(earnings before interest tax depreciation and 
amortisation) of less than 3x.

In the table below we highlight 15 companies that 
meet our criteria. These include Danish charm 
bracelet jeweller Pandora and French automotive 
giant Renault, which through its Renault-Nissan 
alliance sold one in every nine cars purchased 
worldwide in 2016. We also feature Anglo-German 
tourism business TUI, which includes the UK tour 
operators Thomson and First Choice as part of its 
business, and Europe’s largest airline, Ryanair  
as well as Airbus which sold 9% more planes  
in 2016 than Boeing. 
**See Glossary for full explanation.

Source: Quest®

These figures above are shown in euros. These returns may differ significantly when converted to other currencies at the prevailing 
exchange rates. Past performance and future forecast figures are not a reliable indicator of future results.

12-month forward Current year Next year Prior year Price performance over

Company 
name Industry

Market 
cap 

 (€bn)

Price 
earnings 

ratio
PEG 
ratio

Sales 
growth

EPS 
growth

Sales 
growth

EPS 
growth

Net  
debt/ 

EBITDA 1 month 3 months 12 months

Royal Dutch 
(Euro)

Oil Gas and 
Consumable Fuels 202 15.8  0.3 3% 118% 4% 22% 2.6 4% 1% 9%

Airbus Aerospace and 
Defense 55.0 17.7  0.1 1% 775% 9% 34% -1.1 -1% -5% 39%

Richemont Textiles Apparel  
and Luxury Goods 40.9 23.3  0.5 14% 64% 6% 14% -2.7 5% -1% 47%

Kering Textiles Apparel  
and Luxury Goods 37.7 19.4  0.7 19% 47% 7% 15% 1.8 0% 5% 76%

Volvo Machinery 29.2 14.2  0.7 13% 38% 3% 5% 0.3 -4% -5% 56%

Vivendi Media 25.1 20.2  0.5 16% 47% 16% 33% -1.1 3% 11% 15%

Renault Automobiles 22.1 4.9  0.2 16% 52% 4% 2% -0.9 -4% -10% 2%

Ryanair 
Holdings Airlines 21.6 13.8  0.8 6% 18% 10% 15% 0.1 0% 12% 53%

MAN Machinery 13.8 36.9  0.4 1% 167% 6% 41% 1.5 0% -3% 1%

Pandora Textiles Apparel  
and Luxury Goods 10.9 11.5  0.9 14% 13% 12% 13% 0.3 20% 1% -14%

TUI AG Hotels Restaurants 
and Leisure 8.0 11.2  0.7 4% 32% 3% 13% 0.0 8% 3% 19%

Alstom Machinery 6.7 18.1  0.9 6% 25% 5% 12% 0.9 -1% 4% 42%

Puma Textiles Apparel  
and Luxury Goods 5.2 34.0  0.6 14% 84% 9% 40% -1.7 3% -4% 58%

Buzzi Unicem Construction 
Materials 4.4 14.1  0.3 9% 89% 6% 23% 1.6 -3% -12% 21%

Gerresheimer Life Sciences  
Tools and Services 2.2 15.4  0.7 2% 51% 4% 8% 2.6 -2% -4% -9%

Search Criteria
1. 12-month forward PEG (P/E divided by 

EPS growth) of 1 or less

2. Positive sales growth both this year 
and next

3. Positive EPS growth both this year  
and next

4. Prior year net debt/EBITDA less  
than 3x.

8	Return to Contents
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One to watch
Although the Swatch Group is named after its 
ubiquitous plastic watch, the brand is just one 
among many it owns, including Omega, Blancpain, 
Longines, Rado and Tissot. In fact, Swatch is the 
number one manufacturer of finished watches in the 
world and, through its production division, supplies 
practically the entire Swiss watchmaking industry 
with components.

Over the last few years, Swatch has suffered from  
a weakening demand for high-end watches. This  
has been largely driven by the Chinese government’s 
clampdown on exuberant personal spending and 
gift giving by officials, a super-strong Swiss Franc 
and reduced tourism to major European cities 
following a spate of terrorist attacks. 

However, thanks to the founding family’s controlling 
interest, the company has been able to play the 
long game throughout this period of declining  
sales and profit margins, eschewing short-term 
quick fixes such as reducing prices to boost sales 

or moving production abroad to reduce costs. 
Management believes that such measures are 
likely to cause long-term damage to its brands,  
with customers expecting their watches to hold  
their value and benefit from the exclusivity of  
the ‘made in Switzerland’ label.

Results for the first six months of 2017 appear to 
confirm that the worst of the recent travails have 
passed. Sales of the group’s own watches and 
jewellery on a constant currency basis were up 
2.9%, while both operating profit and net income 
rose by 5.1% and 6.8% respectively on the back  
of margin improvements. 

Although the shares are up 58% over the  
last year and are trading on 24.8x 12-month  
forward earnings, they are still significantly off  
their 2013 high of CHF 598. And the forecast 
12-month forward earnings per share (EPS)  
growth of 24.7% more than compensates for  
the relatively high price-earnings ratio (P/E).

Marc Pullen 
Senior Equity Analyst

Indian summer
Schroder Asia Pacific (SDP) offers exposure to  
a diverse portfolio of companies in Asia, a region 
that has become of greater interest to investors 
recently. The investable universe is becoming 
more liquid and, importantly, is under-researched, 
providing a supportive environment for active 
management. SDP provides a differentiated 
approach to its peers, which includes:

• Diverse exposure to a range of companies 
that exhibit visible earnings growth potential, 
sustainable returns and valuation support

• A pan-Asia portfolio with an increasing  
focus on India, rather than China

• A balance between cyclical and  
defensive companies. 

Managed by Matthew Dobbs for 22 years, the 
portfolio has consistently delivered superior long-
term growth. Shares are up 30% year to date vs 
a peer average of 20%, and the Net Asset Value 
(NAV) is up 26% vs a peer average of 18%. Year 
on year the numbers are even more impressive, 
with shares up 35% vs a 27.5% peer average. 

However, this is not just a fund for China bulls: 

• It is cautious on the global backdrop, with its 
models forecasting limited upside to markets 

• Management’s base case is that 2017 will not 
be the year that China sees a dramatic change 
in economic policy, and thus think it may well 
end up being very similar to 2016 for both the 
economy and stock market - their best guess is 
that as the shadow banking sector grows larger, 
this will finally trigger a proper bad debt cycle 

• They are also cautious on the other emerging 
Asian economies as they worry that the 
combined effects of border taxes in the 
US, industrial disruption and lack of policy 
leadership in much of emerging Asia is likely  
to mean a challenging period for growth.

SDP believes that, through careful stock selection 
and management of the market cycle, it should be 
able to deliver reasonable returns. Management 
thinks India remains the best domestic story 
in Asia, with current reforms and positive 
demographics in its favour.

The drivers of Asian markets continue to gather 
momentum and the long-term reasons to invest 
remain as compelling as ever. What’s more, the 
current discount presents an attractive opportunity 
to access a high-quality manager who has proven 
adept at taking advantage of opportunities. 

Patrick Thomas 
Investment Manager

Schroder Asia Pacific 
Market Cap £726m

Share Price 432p

NAV 471p

Premium/(Discount) (8.2%)

Source: Quest® 
Note: 2017 and 2018 are forecast years

2016A 2017F 2018F

Revenue (bn CHF)  7.55  7.74  8.18 

Earnings per Share (CHF) 11.2 13.7 17.3

Dividend per Share (CHF) 6.8 7.3 7.7

Dividend Yield 2.2% 1.9% 2.0%

Free Cash Flow Yield 3.5% 2.5% 3.3%

Price Earnings Ratio 27.1 28.5 22.7

Return on Capital Employed 8.2% 9.8% 11.7%

Swatch Group
Market Cap CHF 20.9 bn
Share Price CHF 392

Past performance and future forecast figures are not a reliable indicator of future results.

These figures above are shown in Swiss francs (CHF). These returns may differ significantly when converted to other currencies at the 
prevailing exchange rates.
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Profit Takers
In addition to providing insight and analysis of particular investment opportunities each month, we also review stocks that have shown strong performance in 
recent months and as a result investors might consider taking profits. Please do contact your Investment Manager to discuss any of these ideas or any other 
aspect of your portfolio held at Canaccord Genuity Wealth Management.

Performance over previous

Company name
Market cap 

(£m)
Share price  

(p)

Prior FY  
dividend per 

share (p)

Current FY  
dividend per 

share (p)

Prior FY  
price earnings 

ratio

Current FY  
price earnings 

ratio 1 month 3 months 6 months

Purplebricks Group  1,191 439 0.0 0.0 -142.6 -68.0 1% 44% 121%

Sophos Group  2,197 474 3.7 4.0 -264.0 86.8 7% 38% 78%

Wizz Air  1,935 2,670 0.0 0.0 5.1 14.0 10% 51% 71%

Sirius Minerals  1,335 30 0.0 0.0 -22.2 -274.3 -2% 18% 69%

Fevertree Drinks  2,498 2,168 6.3 8.7 31.2 63.4 27% 31% 67%

boohoo.com  2,718 237 0.0 0.0 42.5 80.9 2% 25% 66%

FDM Group Holdings PLC  1,031 959 19.6 23.2 23.0 33.0 26% 20% 64%

Burford Capital  2,316 1,112 7.4 8.2 7.9 15.1 23% 43% 61%

Hutchison China MediTech  2,078 3,425 0.0 0.0 124.6 -130.6 -5% 15% 56%

Countryside Properties  1,637 364 3.4 8.1 15.7 13.5 7% 32% 55%

Berendsen  2,214 1,292 33.0 33.2 18.1 22.2 5% 53% 55%

Paysafe Group  2,876 593 0.0 0.0 12.4 18.4 16% 28% 53%

Ferrexpo  1,403 240 2.7 6.1 2.1 5.3 16% 53% 52%

Renishaw  3,132 4,303 52.0 58.3 20.5 28.5 19% 26% 50%

Rolls-Royce  17,340 943 11.7 12.6 12.6 27.2 6% 15% 40%

Capita  4,496 676 31.7 31.7 16.2 13.0 -2% 18% 39%

Kaz Minerals  3,130 701 0.0 0.0 7.2 12.6 36% 39% 39%

3i Group plc  9,061 947 16.0 26.1 4.0 9.9 5% 18% 37%

Coats  1,113 80 1.0 1.2 6.6 17.0 3% 29% 36%

Senior  1,094 262 6.6 6.9 14.3 19.6 12% 21% 36%

IWG  3,072 336 5.1 5.7 19.6 18.5 4% 2% 35%

easyJet  4,974 1,256 53.8 40.9 13.4 15.2 -8% 6% 34%

Intertek  7,404 4,605 62.4 69.9 18.6 24.8 9% 10% 34%

Bodycote  1,715 902 15.8 16.7 14.1 20.3 20% 9% 34%

MITIE  945 264 4.0 4.0 11.8 15.0 -4% 25% 33%

Aberdeen Asset Mgmt  4,272 332 19.5 18.2 14.0 15.1 10% 14% 33%

Unilever PLC  120,258 4,304 110.4 127.9 19.8 21.6 4% 7% 33%

Worldpay  7,364 371 2.0 2.7 28.9 27.6 18% 20% 32%

Redrow  2,106 591 10.0 15.0 7.8 6.7 8% 0% 32%

Intermediate Capital  2,497 908 27.0 29.0 13.4 16.9 9% 15% 31%

Grafton  1,822 769 13.8 15.2 13.0 15.1 9% 2% 31%

Source: Quest®

Past performance and future forecast figures are not a reliable indicator of future results.
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Dividend Cover: A measure of the ability of a company to maintain the level of dividend paid out. It is calculated as normalised earnings divided 
by the ordinary net dividend.

Dividend Yield: Dividend per share divided by the share price, often expressed as a percentage. For historic periods the average share price for 
the year is used, for forecasts the current share price is used. 

Dividend Yield Headroom: Free cash flow yield less dividend yield.

Earnings per Share (EPS): An indicator of a company’s profitability, it is the portion of profit after tax allocated to each outstanding share in issue.

EBITDA: Earnings before Interest, Tax, Depreciation and Amortisation: enables better comparison between companies as it is not 
affected by the way that the company is financed or by subjective accounting charges for depreciation and amortisation.  

Free Cash Flow: Cash generated after interest, tax and net capital expenditure but before acquisitions, dividends and share issues or buybacks.

Free Cash Flow Yield: Free cash flow divided by the share price. 

Net Asset Value  
(NAV):

Net asset value (NAV) is value per share of a mutual fund or an exchange-traded fund (ETF) on a specific date or time. With 
both security types, the per-share dollar amount of the fund is based on the total value of all the securities in its portfolio, any 
liabilities the fund has and the number of fund shares outstanding. 

PEG: Price earnings ratio divided by EPS growth.

Price Earnings  
Ratio (P/E):

Share price divided by EPS. For historic periods the average share price for the year is used, for forecast years, the current share 
price is used. It shows how much investors are willing to pay per pound of earnings.

Quest®: Canaccord Genuity’s proprietary online valuation and analytical tool which combines consensus market figures with the Quest® 
Discounted Cash Flow (DCF) Valuation Model.

Return on Capital  
Employed (ROCE): 

A measure of a company’s profitability and the efficiency with which it uses its capital. It is calculated as operating profit divided 
by capital employed. 

Tables: F- Forecast results, figures based on the combined estimates of analysts covering the company. 
A- Actual results, company’s published results.

Glossary
The glossary is not intended as a technical definition as most of these metrics can be calculated in a number of different ways.

Investments discussed in this document may not be suitable for all investors. Investors should make their own investment decisions based upon  
their own financial objectives and resources, and if in any doubt, seek specific advice from an investment adviser.

Intelligent Investing is a marketing communication under FCA rules; it has not been prepared in accordance with the legal requirements designed 
to promote the independence of investment research and we are not therefore subject to any prohibition on dealing ahead of its dissemination of 
investment research.
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Disclosures
For the purposes of UK regulation Canaccord Genuity Wealth Management produces non-independent research which is a marketing communication under 
the Financial Conduct Authority (FCA) Conduct of Business Rules and an investment recommendation under the Market Abuse Regulation and is not prepared 
in accordance with legal requirements designed to promote the independence of investment research, nor is it subject to any prohibition on dealing ahead of 
the dissemination of investment research. 

However, Canaccord Genuity Wealth Management does have procedures in place to identify and manage conflicts of interest which may arise in  
the production of non-independent research, which include preventing dealing ahead. Further detail on Canaccord Genuity Wealth Management’s conflict 
management policies can be accessed at http://www.canaccordgenuity.com/Documents/en-gb/Our%20Resources/TandA0033%20CGWM%20External%20
Conflicts%20Policy%20(1).pdf

Analyst Certification:

Each authoring analyst of Canaccord Genuity Wealth Management whose name appears within the text of this document hereby certifies that (i) the 
recommendations and opinions expressed in this research accurately reflect the analyst’s personal, independent and objective views about any and all of the 
investments discussed herein and (ii) no part of the analyst’s compensation was, is, or will be, directly or indirectly, related to the specific recommendations or 
views expressed by the authoring analyst in this material.

Investment Recommendation:

Date and time of first dissemination: 07.08.2017 - 10.00AM ET

Date and time of production: 07.08.2017 - 10.00AM ET

Buy:

Unless otherwise stated, at the time of the recommendation we consider there is a material upside to the current share price. 

Price:

Prices are as at market close on 02.08.2017

General Disclaimers

This research is prepared for general circulation to clients. To the fullest extent permitted by law, none of CGWM, its affiliated companies or any  
other person accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the information contained  
in this research.

Investment involves risk. The investments discussed in this document may not be suitable for all investors. Investors should make their own investment 
decisions based upon their own financial objectives and financial resources and, if in any doubt, should seek advice from an investment adviser. 

Past performance is not necessarily a guide to future performance. The value of investments and the income from them can go down as well as  
up and investors may not get back the amount originally invested. 

Canaccord Genuity Wealth Management and/or connected persons may, from time to time, have positions in, make a market in and/or effect transactions in 
any investment or related investment mentioned herein and may provide financial services to the issuers of such investments. However, Canaccord Genuity 
Wealth Management does have procedures in place to identify and manage conflicts of interest. Details of these interests can be found on our website at 
http://www.canaccordgenuity.com/en-GB/wm/wealth-management-uk/Conflicts-Disclosure/ or if this document has been provided to you in hard copy, in the 
attached covering letter.

Quest® is used under licence and with permission of Canaccord Genuity Ltd. Accounts, Share Prices & Global Consensus Estimates data provided in 
conjunction with S&P Capital IQ © 2015; Benchmark Sector comparatives are based on the Global Industry Classification Standard (GICS®) and provided in 
conjunction with S&P Capital IQ © 2015 (and its affiliates, as applicable), see restrictions. Share prices are relative to the MSCI USA IMI (see restrictions) . 
CFROC, CITN and triAngle are trademarks of Canaccord Genuity Limited. Quest® is at this stage registered in the UK and in the US, and common law  
trademark rights are asserted in other jurisdictions.

In the UK & Europe Canaccord Genuity Wealth Management (CGWM) is a trading name of Canaccord Genuity Wealth Limited (CGWL), Canaccord Genuity Financial 
Planning Limited (CGFPL) and Canaccord Genuity Wealth International Limited (CGWI) which are wholly owned subsidiaries of Canaccord Genuity Group Inc.

CGWL and CGFPL are authorised and regulated by the Financial Conduct Authority (registered numbers 194927 and 154608), and have their registered office 
at 41 Lothbury, London, EC2R 7AE. CGWL is registered in England no. 03739694, CGFPL is registered in England no. 02762351. 

CGWI is licensed and regulated by the Guernsey Financial Services Commission, the Isle of Man Financial Services Authority and the Jersey  
Financial Services Commission. CGWI is registered in Guernsey no. 22761 and has its registered office at Trafalgar Court, Admiral Park,  
St. Peter Port, GY1 2JA.

CGWL and CGWI are members of The London Stock Exchange and CGWI is also a member of The International Stock Exchange.
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