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Market Review

After the big equity market rally and bond sell-off following the election of Donald Trump, the 
last few weeks have seen both stock and fixed-income markets trading in a range. Over recent 
days, Trump’s unpredictability and his clumsy sacking of the Director of the FBI have prompted 
a pull-back in riskier asset classes amid fears that his pro-growth agenda may be delayed or 
watered down. However, this hasn’t been enough to derail the trend since his election.

In fact, any tardiness in Trump’s economic reforms is almost certainly a good thing. The US 
economy is already growing well, unemployment is below 4.5% and consumer confidence 
remains high. In Europe, unemployment is falling quickly, Germany is growing strongly and 
there is increasing industrial and consumer confidence. Despite the distraction of the 
election and the shocking terrorist attack in Manchester, the UK economy continues to  
make progress, albeit with signs of Brexit-related strains. And China is likely to manage 
its economy carefully over the coming months in advance of the 19th Congress of the 
Communist Party of China. Finally, worldwide company earnings are improving – in most 
instances by close to 10%.

Consequently, central banks are likely to reduce emergency support for economies 
progressively over the coming year, and there’s a strong chance they’ll begin raising interest 
rates – foremost among them the US Federal Reserve. This will tighten monetary conditions 
at a time when the economic cycle is long in the tooth. As this starts to impact growth, a 
healthy US-led stimulus, perhaps in the form of infrastructure spending, tax cuts, tax reform 
and deregulation, would provide a timely boost and extend the cycle still further. We think this 
helps underpin the prospects for equities over the coming months, despite some occasionally 
high valuations.

In this issue of Intelligent Investing we consider a range of opportunities that have been thrown 
up by the political turmoil of the last 12 months. In the UK we look at ITV, which was badly hurt 
by Brexit fears last year but remains attractive to us. In the mining sector, we explore Rio Tinto 
– an outstanding performer in 2016 which has recently fallen back in line with the price of iron 
ore. We take our microscope to Dutch bank ING, which looks similar to Lloyds Bank in the UK – 
very solid businesses which have more or less completed the healing process after the global 
financial crisis of 2008-09. We also screen ‘UK plc’ to look for any hidden gems left behind a 
year after the vote to leave the EU. Finally, our European screen focuses on companies that we 
think should do well from a more robust uptick in economic growth.

We’re staying focused on company profits and are looking to take advantage of politically induced 
volatility in markets. Trump may get the headlines, but in the end, it’s all about the economy. 

Richard Champion 

Deputy Chief Investment Officer, UK

Published: June 2017
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US$60 – a level at which they generate margins 
of 63% compared with c.40% historically. Current 
spot prices (the market price at which an asset 
is bought or sold for immediate payment) are 
favourable for Rio – the lowest-cost producer of ore 
– given that they prevent the market from being 
flooded by uneconomical, higher-cost supply.

Meanwhile, the new CEO, Jean-Sébastien Jacques, 
has stated that he’s not driven by market share 
but by profitability. He’s also sticking with his 
predecessor’s strategy to pursue ‘value over 
volume’. As such, the company prioritises 
generating free cash flow and returning it to 
shareholders instead of frittering it away on  
mega projects (hence capital expenditure down 
from US$17.6bn in 2012 to US$4bn last year) –  
or acquisitions. 

A sustainable dividend policy has now been 
adopted with 40%-60% of earnings distributed  
as dividends, putting the expected payout for  
2017 between 148p and 223p (dividend yield: 
4.7%-7.0%). This is also being supplemented 
by share buybacks with the current plan that 
runs from March to July being accelerated from 
US$200m to US$300m. 

Further returns to shareholders should be 
underpinned by the strongest balance sheet in the 
sector with net debt/EBITDA of 0.8x, compared 
with BHP (2.2x), Vale (2.1x) and Glencore (1.8x).

As global economic growth continues to improve 
we see attractive upside for Rio, both from a 
growing dividend stream as well as the potential  
for the multiple of earnings at which it trades  
to increase.

Simon McGarry 
Senior Equity Analyst

that Virgin pays £1 a month per customer, then 
an extra £40m of revenues (at close to a 100% 
margin) would be generated. The bigger prize 
however is Sky, which has 3.5 times as many  
UK customers as Virgin but, for now, isn’t covered 
by this bill. 

Other reasons why we like ITV: 

•  It continues to take TV market share and is  
the only viable option for companies wishing  
to engage large audiences 

•  Half of group revenues come from advertising, 
which can be volatile, compared with 80%  
in 2007 

•  An attractive library of content assets appealing 
to global broadcasters 

•  Balance sheet is significantly less risky than pre 
global financial crisis

•  A potential bid from Liberty Global which owns 
10% of ITV.  

ITV trades at a discount to other European 
broadcasters on 12.0x 12-month forward 
earnings, compared with more than 16x at the 
end of 2015. It also pays a dividend yield of  
4.5% - but it’s worth highlighting that since  
April 2014, 25p per share has been paid in 
special dividends.

Simon McGarry 
Senior Equity Analyst

Mining dividends 
Rio Tinto (Rio) is one of the world’s largest metals 
and mining corporations and is split into four 
divisions: Iron Ore, Aluminium, Copper & Diamonds 
and Energy & Minerals. Iron Ore is by far the most 
important, given that it generates 60% of group 
earnings, ahead of Aluminium at 17%. 

Recent years have been volatile for miners after 
iron ore fell from US$180+ per tonne in 2011 to 
US$40 in early 2016 amid fears that the Chinese 
economy was overheating. For Rio, this led to a 
dividend cut in February 2016 as it abandoned its 
progressive dividend policy, and the retirement of 
the CEO. 

In hindsight, this was the nadir for Rio with ore 
rallying sharply in mid to late 2016 as Chinese 
fears dissipated. Prices have since stabilised at 

ITV’s got talent
ITV is an integrated producer broadcaster, 
operating the UK’s largest family of commerical 
channels. In addition to traditional broadcasting 
it delivers TV on demand through numerous 
platforms, both directly and via the ITV Hub. ITV 
Studios also produce and distribute content. 

Last month saw the surprise announcement that 
Adam Crozier, CEO since 2010, will step down in 
June. During his tenure, operating profit and EPS 
grew by 338% and 844% respectively – so we’ll 
be sad to see him go. However, Ian Griffiths  
(COO & CFO), who has been with ITV since 2008, 
seems well suited to steer the ship until the board 
finds a replacement. 

2016 was a difficult year for ITV as advertising 
revenues fell sharply due to Brexit fears as well  
as sector-specific issues. During these periods  
of weakness, investor concerns tend to get 
amplified – only to dissipate quickly once ad 
numbers improve. This could lead to a rerating 
of the shares come July when the prior year 
comparators get easier.  

The recent passing of the Digital Economy Bill 
may also be beneficial, giving ITV the potential 
to start charging Virgin to retransmit content 
which, up to now, has been free. While it’s unclear 
how much this will be worth to ITV, if we assume 

Earnings and Dividend Per Share (pence)

ITV
Market Cap  £7.8bn 
Share Price  196p

Rio Tinto
Market Cap  £55.7bn 
Share Price  3,103p

2016A 2017F 2018F

Revenue (£bn)  3.1  3.1  3.2 

Earnings per Share (p) 16.3 16.0 16.7

Dividend per Share (p) 7.2 8.6 9.1

Dividend Yield 3.4% 4.4% 4.6%

Free Cash Flow Yield 7.6% 7.9% 8.6%

Price Earnings Ratio 12.8 12.2 11.7

Return on Capital Employed 47.6% 57.9% 58.1%

2016A 2017F 2018F

Revenue (£bn)  27.4  30.9  27.7 

Earnings per Share (p) 200 364 277

Dividend per Share (p) 134 215 165

Dividend Yield 5.8% 6.9% 5.3%

Free Cash Flow Yield 11.4% 11.4% 8.0%

Price Earnings Ratio 11.6 8.5 11.2

Return on Capital Employed 12.8% 22.8% 16.8%

Source: Quest®

Note 2017 and 2018 are forecast years

Source: Quest®

Note 2017 and 2018 are forecast years

Source: Quest®

Note 2017E is a forecast year
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Diamonds in the rough
It’s hard to believe it’s been almost a year since 
the UK decided to leave the European Union. 

Looking back to June 2016, UK plc was the 
hardest hit with banks, housebuilders and other 
consumer companies falling 25% and more. 
These stocks then tumbled further as large 
overseas investors shunned the UK in favour 
of what they perceived as ‘safer’ markets. 
Unsurprisingly, the more domestically focused 
FTSE 250 index has since underperformed the 
FTSE 100, where 70% of revenues are generated 
from outside the UK. 

However, after a number of earning upgrades, 
some of the worst-hit stocks have rebounded 
close to all-time highs. Nonetheless, in general, 
UK plc remains undervalued with several 
domestic names still more than 25% lower 
relative to their 12-month benchmark. This has 
not gone unnoticed, with inbound merger and 
acquisitions at record highs as international 
corporates seek to exploit this valuation anomaly. 

A reversal may, however, be on the cards 
with some moderate outperformance from 
domestically focused UK stocks of late. 

Despite this, current valuations remain  
near financial crisis lows, suggesting that a 
recessionary drop in consumer spending is  
being priced in by the market. Even with Brexit 
looming large, we don’t expect UK consumer 
spending to fall off a cliff any time soon for a 
variety of reasons: 

• UK unemployment rate is at a multi-decade low

• Reasonable wage growth

•  Inflation concerns seem to have peaked in  
late 2016 

• Credit card spending remains resilient

•  Consumer lending and household leverage 
remain below levels seen in the previous cycle 

•  Household savings rates, when adjusted for 
non-cash items, aren’t alarming.

In light of this, we’ve run a screen in search of 
domestically orientated stocks in the Consumer 
Discretionary and Financials sectors that have 
underperformed sharply over the last 12 months 
as a result of recession fears following Brexit 
negotiations. Interestingly, the list of 20 stocks 
that we have highlighted contains no fewer than  
9 UK retailers.

12-month forward

Company name Industry
Market cap 

(£m)

Price
earnings

ratio
EPS 

growth
Dividend  

yield
Dividend 

cover
Net debt/

EBITDA

Relative  
performance  

over 12 months

Pets at Home Specialty Retail  832 12.8 -11% 4.4% 1.8 1.0 -48%

Dunelm Specialty Retail  1,263 12.5 11% 4.3% 1.9 0.2 -45%

Debenhams Multiline Retail  615 8.2 -11% 6.8% 1.8 0.9 -44%

Dixons Carphone Specialty Retail  3,782 10.1 5% 3.4% 3.0 -0.4 -38%

McCarthy & Stone Household Durables  1,005 10.3 19% 3.1% 3.0 -0.7 -34%

Sports Direct Specialty Retail  1,907 20.4 -9% 0.0% n/a 1.4 -34%

Next Multiline Retail  6,219 10.9 -7% 5.5% 1.7 1.2 -33%

Virgin Money Banks  1,327 8.0 11% 2.2% 5.8 n/a -33%

AA Diversified Consumer Services  1,424 9.3 13% 4.3% 2.5 6.1 -33%

Halfords Specialty Retail  713 12.0 1% 4.9% 1.7 0.7 -31%

Mitchells & Butlers Hotels Restaurants and Leisure  1,022 7.0 -5% 3.1% 4.5 4.3 -30%

Pearson Media  5,761 14.3 -26% 3.6% 2.0 1.5 -30%

Greene King Hotels Restaurants and Leisure  2,330 10.5 2% 4.5% 2.1 3.9 -30%

AO World Internet and Direct Marketing Retail  661 240.0 160% 0.0% n/a -3.6 -29%

Rank Hotels Restaurants and Leisure  858 13.3 8% 3.6% 2.1 0 -28%

Ladbrokes Coral Hotels Restaurants and Leisure  2,276 9.2 69% 4.1% 2.6 1.7 -27%

Paddy Power Betfair Hotels Restaurants and Leisure  6,724 18.8 18% 2.7% 2.0 -0.8 -27%

Kingfisher Specialty Retail  7,177 12.1 3% 3.4% 2.4 -0.7 -26%

Marstons Hotels Restaurants and Leisure  858 9.2 4% 5.8% 1.8 5.1 -26%

Card Factory Specialty Retail  1,139 16.5 3% 7.1% 0.8 1.6 -25%

Source: Quest®

Past performance and future forecast figures are not a reliable indicator of future results.
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Euro millions
The eurozone appears to be in a bit of a sweet 
spot at the moment. Not only are fears of a 
political meltdown receding following the Dutch 
and French elections earlier this year, but recent 
business surveys across Europe are also pointing 
to accelerating economic growth. 

Not surprisingly, equity investors are showing 
renewed interest in the region – especially 
as European shares are currently trading at 
a discount to their US counterparts. With an 
average 12-month forward P/E ratio of 17.1x, 
the companies in the Canaccord Genuity Quest® 
continental European universe are significantly 
cheaper than their US universe peers, where the 
average P/E is 19.6x. This valuation discrepancy 
also holds true when viewing current valuations 
against long-run averages. In fact, the current  
US P/E ratio is 29% above its long-run average  
of 15.3x, compared with the current European  
P/E ratio of just 12% above its 15.0x long-run 
average value.

With this insight in mind we have screened the 
Canaccord Genuity Quest® continental European 
universe looking for companies with significant 
exposure to Europe (at least 40% of sales) that 
are trading on relatively attractive P/E multiples 
(no more than 1.1x the company’s 10-year 
average) and supported by forecast earnings 
growth and a well-covered dividend yield of at 
least 2.5%.

In the table below we highlight 12 companies 
that meet our criteria. These include European-
focused retail and wholesale bank ING (featured 
separately in this issue) and Renault, which 
derives 70% of its sales from Europe and 
importantly has no sales in the US – so should 
be far less exposed to US ‘Dieselgate’ litigation 
than its peers. Deutsche Post also makes an 
appearance. This is not only the largest postal 
operator in Europe but is also, via its DHL 
business, one of the world’s leading logistics and 
freight forwarding companies – making it ideally 
placed to benefit from the improving business 
environment in Europe.

Source: Quest®

These figures above are shown in euros. These returns may differ significantly when converted to other currencies at the prevailing 
exchange rates. Future forecasts are not reliable indicators of future results.

12-month forward

Company name Industry
Market  

cap €(bn)

% of  
revenue 

from 
Europe

Price 
earnings 

ratio

P/E 
relative to 

10 year 
average

EPS 
growth

Dividend 
yield

Dividend  
cover

Dividend  
per share 

growth

Price  
performance 

over 12 
months

TUI AG Hotels Restaurants  
and Leisure 8.1 92% 11.9 0.61 16% 4.9% 1.7 6% 1%

ING Groep Banks 57.8 86% 11.5 0.56 9% 4.8% 1.8 5% 33%

Mayr Melnhof Containers  
and Packaging 2.3 84% 14.2 1.07 3% 2.7% 2.6 3% 10%

Renault Automobiles 24.2 70% 5.5 0.46 29% 4.2% 4.1 8% -2%

Repsol Oil Gas and  
Consumable Fuels 22.2 66% 10.8 0.90 6% 5.4% 1.8 59% 29%

Deutsche Post Air Freight  
and Logistics 40.1 61% 14.1 1.12 3% 3.5% 2.0 7% 24%

Veolia 
Environnement Multi-Utilities 10.7 56% 17.6 0.71 7% 4.3% 1.4 6% -3%

Telefonica Telecoms 49.3 52% 12.7 1.04 25% 4.1% 2.0 61% 6%

BMW Automobiles 55.5 47% 8.0 0.77 5% 4.4% 2.9 3% 12%

Pandora Textiles Apparel  
and Luxury Goods 9.4 45% 10.1 0.72 13% 5.9% 1.7 177% -37%

Siemens AG Industrial Conglomerates 102.1 42% 14.7 1.07 10% 3.1% 2.2 5% 29%

Danone Food Products 40.4 41% 17.9 0.94 17% 2.9% 2.0 8% 5%

8	Return to Contents
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Going Dutch
ING is a Dutch-based, European-focused retail and 
wholesale bank. As such, we believe it is ideally 
placed to benefit from the improving economic 
outlook on the Continent. 

The retail bank, which generates two-thirds of 
underlying group revenue, provides a full range of 
banking services to both individuals and small-
to-medium-sized companies, predominantly in 
Europe. Key markets for this division are the 
Benelux countries (where ING is the market leader), 
challenger countries (Western Europe and Australia, 
where the bank is chasing market share) and growth 
markets (Eastern Europe and Asia). 

The remaining one third of underlying group revenue 
is generated by the wholesale bank (ING’s name for 
commercial banking), which offers a full range of 
corporate banking services from cash management 
to corporate finance in over 40 countries.

An improving European economy will undoubtedly 
benefit ING. Witness the impact on the wholesale 
bank this year as it reported a 17.4% increase 
in Q1 underlying income on the back of higher 
income from financial markets and commissions. 
But we also like the bank for its specific growth 
opportunities:  

•  In retail banking, ING can leverage existing 
systems and expertise to gain market share in 
both its challenger and growth markets. These 
two segments have already reported a 7% 
increase in underlying net income during Q1, 
although an upfront investment in growth meant 
profits were flat.  

•  In its mature markets, the bank has embarked 
on a digital strategy to build a global scalable 
platform in order to improve the customer 
experience while lowering costs. Along with an 
ongoing restructuring programme, this strategy 
is already beginning to bear fruit with Q1 pre-tax 
profit up 42% in the Netherlands, on the back of 
significantly lower costs. 

In spite of the shares’ excellent performance 
over the last 12 months (up by some 40%), they 
remain relatively attractive trading on a 12-month 
forward P/E  of 11.6x and a dividend yield of 4.8%, 
compared with the continental European banking 
sector average of 12.3x and 4.2% respectively. 

Marc Pullen 
Senior Equity Analyst

Source: 2017 First quarter results

Emerging with a flourish
Recent years have been challenging for long-
standing Templeton Emerging Markets Investment 
Trust (TEMIT). Investors have endured a perfect 
storm with both emerging markets and stocks that 
are considered good value generally out of favour. 

The board acted quickly and decisively in 
response, taking the bold step of appointing a 
new manager, Carlos Hardenberg, in October 
2015. Since then, the performance of the trust 
has improved significantly, delivering a Net Asset 
Value (NAV) total return of +72% to 21 March 
2017 – outperforming both the benchmark 
(+53%) and peer group. 

Hardenberg has adopted a high-conviction, 
thematic approach to investing, overlaid with a 
strong valuation discipline. There are three big 
differentials that make this trust interesting for 
investors looking for emerging market exposure:

•  Unlike many of his peers, Hardenberg favours 
technology companies, with 29% of the portfolio 
invested in the sector

•  The trust is aggressively overweight in 
consumer stocks (32% of the portfolio) as it 
seeks to capitalise on a growing emerging 
market middle class 

•  Finally, the trust has some exposure to frontier 
markets, which do not appear in the MSCI 
benchmark, are typically under-researched 
by the analyst community, and as a result are 
avoided by most emerging markets funds.  

Some other important differentiators at 
board level also make this trust an interesting 
proposition. The peer group generally avoids 
any material use of financial leverage or share 
buybacks, which in our view misses some of 
the inherent advantages of investment trusts. 
Importantly, TEMIT’s management has a track 
record of boosting returns by using a small 
amount of leverage. Share buybacks have also 
been used historically to repurchase shares at 
opportune moments. 

With its specialism in emerging markets,  
TEMIT has the resources to find hidden gems  
that other managers may overlook. And while  
we doubt the recent frenetic pace of returns  
can be sustained, we do think Hardenberg’s 
proactive, contrarian approach should lead  
to consistent outperformance over time.  
And if the trust’s outperformance continues,  
the attractive discount could narrow further - 
boosting shareholder returns.

Patrick Thomas 
Investment Manager

Templeton Emerging Markets 
Investment Trust  
Market Cap £1.95bn 

Share Price 685p 

NAV 782p

Premium/(Discount) (12.4%)

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

2016A 2017F 2018F

Price Earnings Ratio  9.7  11.6  11.3 

Earnings per Share (€) 1.1 1.3 1.3

Dividend per Share (€) 0.7 0.7 0.7

Dividend Yield 6.0% 4.7% 4.9%

Bad Debt Ratio 0.1% – –

Return on Equity 9.3% 10.1% 9.9%

Loans & advances (€bn)  582 – –

Breakdown of Customer Retail Deposits

ING Group
Market Cap  €57.8bn
Share Price  €14.9

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.
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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 Portfolio 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

Sophos Group  2,081 452 3.7 3.5 -264 70.9 34% 62% 78%

Stobart Group  977 278 13.5 18.0 -186 49.6 24% 46% 74%

Sirius Minerals  1,294 31 0.0 0.0 -22.2 -194.6 22% 71% 71%

NMC Health  4,641 2,272 10.6 13.2 17.7 29.2 14% 30% 68%

boohoo.com  2,359 210 0.0 0.0 42.5 81.0 11% 38% 68%

Fevertree Drinks  2,023 1,755 6.3 7.0 31.2 63.5 8% 25% 64%

Dechra Pharma  1,811 1,944 18.5 19.8 22.3 31.2 15% 21% 53%

Renishaw  2,695 3,702 48.0 50.6 20.4 31.2 8% 21% 49%

WS Atkins  2,025 2,081 39.5 42.5 11.8 12.1 -3% 43% 48%

Vesuvius  1,565 580 16.6 17.3 11.0 15.9 9% 27% 47%

FirstGroup  1,809 150 0.0 0.5 9.1 8.8 10% 25% 47%

Grafton  1,835 777 13.8 15.1 13.0 15.5 4% 23% 47%

B&M European Retail  3,643 364 5.8 7.0 18.3 21.0 8% 22% 46%

Countryside Properties  1,498 333 3.4 8.1 15.7 12.3 23% 49% 45%

Essentra  1,500 575 20.7 20.7 20.5 21.9 6% 6% 45%

Persimmon  7,575 2,455 135 129 9.1 11.2 5% 19% 44%

Crest Nicholson  1,612 632 27.6 34.2 8.1 9.4 5% 17% 44%

Hutchison China 
MediTech

 1,910 3,148 0.0 0.0 125 -281 6% 50% 43%

easyJet  5,600 1,414 53.8 37.9 13.4 18.4 21% 49% 43%

Rathbone Brothers  1,296 2,625 57.0 59.7 16.4 20.6 12% 16% 43%

IWG  3,059 332 5.1 5.7 19.6 18.5 2% 17% 43%

Intl Cons Airlines  12,683 604 20.1 24.3 5.7 7.0 8% 13% 39%

888 Holdings  1,046 291 7.2 7.7 16.3 20.8 4% 25% 39%

Man Group  2,580 157 7.3 7.3 18.9 13.6 2% 7% 39%

Redrow  1,999 561 10.0 15.0 7.8 8.4 -3% 15% 37%

Taylor Wimpey  6,624 203 2.8 2.1 9.2 10.7 2% 13% 37%

Shawbrook Group  858 342 0.0 9.9 9.8 10.1 0% 34% 37%

Ibstock  1,025 252 7.7 8.4 11.2 13.3 10% 27% 36%

Wizz Air  1,308 2,279 0.0 0.0 5.1 13.1 29% 36% 36%

Source: Quest®

Past performance and future forecast figures are not a reliable indicator of future results.
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Constant currencies: Constant currencies are exchange rates that eliminate the effects of exchange rate fluctuations when calculating  
financial performance.

Bad Debt Ratio: Specific bad debts charge as a percentage of average loans and advances.

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. 

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: EBITDA + rental expense. Useful measure when looking at companies that rely heavily on leased asset.

Enterprise Value (EV): Market capitalisation + net debt.

Gearing: Gearing is a measure of leverage and is calculated as net debt/shareholder equity.

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. 

Price/Book Ratio: 
(Price/Book):

Equity market capitalisation divided by the balance sheet net assets (equity). This ratio also gives some idea of whether you’re 
paying too much for what would be left if the company went bankrupt immediately. Price/book ratios are often used to compare 
banks, because most assets and liabilities of banks are constantly valued at market values. 

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. 

Return on Equity (RoE): Net income (before exceptional items and goodwill amortisation) divided by book value of equity. RoE reveals how much profit a 
company earned in comparison to the total amount of shareholder equity found on the balance sheet.

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: 05.06.2017 - 10.00AM ET

Date and time of production: 05.06.2017 - 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 31.05.2017

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) 
Quest® is at this stage registered in the UK and in the USA, and common law trademark rights are asserted in other jurisdictions. 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 Channel Islands Securities Exchange.


