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  Morning Equities News and Views 

Market Summary 

 Paddy Power (€47.33) – BUY – Q1 2012 – another stellar performance 

 

Events Calendar 

 

 

Date  Company  Event  
15 May  DCC   FY-12 results 
16 May  C&C Group  FY-12 results 
17 May  Paddy Power  Q1 IMS 
 

Disclosures begin on page 4 

Date  Company  Event 
21 May  Ryanair   FY-12 results 
22 May  Datalex   Q1 IMS 
22 May  Greencore Group  H1-12 results 
22 May  Irish Life & Permanent AGM 

Interest Rates Bonds 

Commodities/FX 

ISEQ Performance Snapshot 

Bonds 

17 May 2012 

Market Latest 1D % Ytd% 

S&P 500 INDEX 1325 -0.4 5.3

NASDAQ COMPOSITE INDEX 2874 -0.7 10.3

FTSEUROFIRST 300 INDEX 993 -0.5 -0.9

FTSE 100 INDEX 5405 -0.6 -3.0

NIKKEI 225 8858 0.6 4.8

SHANGHAI A SHARES 2605 1.2 11.1

IRISH INDEX 3084 0.0 6.3  

Official CB Rates Latest 1d % 1m % 3m % 6m% Ytd% 

ECB Rate 1.00 0.00 0.00 0.00 -20.00 0.00

UK Base Rate 0.50 0.00 0.00 0.00 0.00 0.00

US Fed Funds 0.25 0.00 0.00 0.00 0.00 0.00

Money Rates Latest 1d % 1m % 3m % 6m% Ytd% 

Libor GBP 3M 1.01 0.00 -0.98 -6.21 -0.15 -6.72

Libor USD 3M 0.47 0.21 0.26 -5.32 -0.90 -19.65

Euribor 3M 0.69 -0.29 -8.67 -34.20 -53.02 -49.48  

Best Performers Last Price Volume 30D Average Vol 1D % Change 1D Change 3M % Change YTD % Change

AMINEX PLC 0.06 35,868 40,941 13.46 0.01 18.0 44.3

ALLIED IRISH 0.07 2,155,383 934,542 6.06 0.00 -40.2 1.4

KENMARE RES 0.56 1,966,555 325,902 5.90 0.03 -20.3 3.3

ORMONDE MINI 0.10 19,000 33,932 2.00 0.00 -8.9 13.3

PADDY POWER 47.34 52,620 92,378 1.91 0.89 12.6 6.3

Worst Performers Last Price  Volume  30D Average Vol 1D % Change 1D Change 3M % Change YTD % Change

BANK IRELAND 0.09 78,321,670 40,520,880 -4.44 -0.00 -38.6 4.9

PETRONEFT RE 0.09 35,000 87,528 -4.44 -0.00 -23.2 -59.0 

IFG GROUP PL 1.30 65,678 179,677 -3.63 -0.05 9.2 23.8

INDEP NEWS & 0.27 132,138 2,658,530 -3.57 -0.01 10.2 31.7

FBD HOLDINGS 8.10 75,406 42,031 -3.16 -0.26 6.3 24.6  

Bond Yields Yield % 3m Bp Chg 1y Bp Chg

US 30yr 2.93 2.9 -130.0

US 10yr 1.79 3.1 -132.5

German 10yr 1.47 0.0 -162.4

UK 10yr 1.88 -1.7 -148.8

Irish 5% 2020 7.23 -0.6 -295.4

Spain 10yr 6.29 -5.5 104.3

Irish/German 10yr Spread 5.76 -0.6 -133.0

Spanish/German 10yr Spread 4.82 -5.5 266.7

Moody's AAA 3.76 -2.0 -121.0

Moody's BAA 5.00 0.0 -82.0  

Commodities Latest 1d % 1m % 3m % 6m% Ytd% 

Gold 1552.1 0.62 -6.05 -9.86 -9.79 -1.54

Copper 351.6 1.09 -3.78 -5.71 2.79 1.77

Aluminum 2035.0 0.49 -1.45 -5.79 -5.66 0.74

Crude Oil 93.6 0.83 -10.19 -9.36 -5.30 -5.31

Natural Gas 2.7 1.22 29.39 -11.96 -27.50 -16.72

Forex Latest 1d% 6m% 3m % 6m% Ytd% 

Euro/$ 1.27 0.00 -5.40 -3.11 -5.40 -1.67

Euro/Stg 0.80 -0.19 6.66 3.69 6.66 4.09

Euro/Yen 102.34 -0.18 1.23 2.20 1.23 -2.62

$/Yen 80.30 -0.05 -4.11 -1.08 -4.11 -4.12  
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Paddy Power €47.33 BUY Target Price €56.60 Ireland/Gaming 

 
Q1 2012 – another stellar performance 

 Facts: Paddy Power this morning issued a trading update for the first quarter of 2012. 

 Analysis: As discussed in our preview note, we have seen a continuation of recent 

trends in a quarter characterised by double digit net revenue growth in the Group’s 

online divisions and continued resilience in both its Irish and UK retail operations. 

Paddy Power has also benefited from strong gross win margins in a quarter that was 

boosted by favourable football and racing results.   

 The positive momentum seen in FY2011 has continued into FY2012, with Group net 

revenue increasing by 28% yoy driven by strong growth across all divisions.  

 Online continues to lead the way, with net revenue from Online (ex-Australia) (39.9% of 

Group net revenue) increasing by 28% yoy, driven by sportsbook (+30% yoy) and 

gaming (+25% yoy). Australia (21.5% of Group net revenue) also continued its strong 

growth with net revenue increasing by 30% yoy. 

 The Group’s retail operations performed well in the period, with UK Retail (14.5% of 

Group net revenue) experiencing lfl net revenue growth of 13% yoy. Despite a 4% 

decline in amounts staked, Irish Retail (20.6% of Group net revenue) achieved strong lfl 

growth in net revenue (+15% yoy). 

 The Group’s Telephone division (3.6% of Group net revenue) also performed well, with 

amounts staked increasing by 21% yoy. 

 The Group’s balance sheet remains robust, with net cash at 15 May of €202m (€149m 

excluding customer balances).  

 Notwithstanding the fact that sporting results in 2011 were significantly stronger in the 

second half of the year, the Board is confident in the Group’s outlook for the remainder 

of the year. Organic entry into the Italian online market went live on schedule this week. 

 Despite the headwinds arising from the potential implementation of an Irish online 

turnover tax and the launch of Paddy Power in Italy, we believe FY2012 will benefit 

from the UEFA European Football Championship in June (we estimate that the FIFA 

World Cup in 2010 contributed an additional €10m to net revenue). Looking ahead to 

the full year, we believe the Group will continue to build on what was an outstanding 

FY2011 performance and forecast Group net revenue of €591m (+18.4% yoy). We 

expect full year EBIT and EPS of €137m (+14.5% yoy) and 244c (+15.1% yoy) 

respectively to be driven by strong online growth and continued resilience in retail. 

 Paddy Power continues to be highly cash generative, with €150m of free cash flow 

(6.8% yield) forecast for FY2012. Paddy Power also has the benefit of a strong net 

cash position (€163m excluding customer balances expected in FY2012). 

 Conclusion & Action: Overall a solid Q1 performance, giving us confidence for the 

year ahead and reaffirming Paddy Power’s position as our top pick in the sector. At P/E 

and EV/EBITDA multiples of 19.4x (17.4x ex-cash and 1.3x PEG) and 12.0x for 

FY2012 respectively, Paddy Power continues to trade at a premium to the sector, 

justified in our view by its clean regulatory profile, the growth trajectory of the Group’s 

online divisions and its exposure to the high growth Australian market. Our sum-of-the-

parts based price target of €56.60 excludes an estimated €3.30 per share contribution 

from Italy and represents 19.7% upside from current levels.  For a more detailed 

analysis of Paddy Power, please refer to our recent Gaming sector report Multi-channel 

bookmakers - a three horse race.   Click here for full 7-page trading update  note 

 

Tom Holmes  |  +353 1 611 5876  |  tom.holmes@ncb.ie 

 

 

Key financials (EUR) 12/11 12/12e 12/13e

Sales (m) 499 591 694

EBITDA (m) 147 170 205

EBITDA margin 29.4% 28.8% 29.6%

EBIT (m) 120 137 167

EBIT margin 23.9% 23.2% 24.1%

Net Profit (adj.)(m) 104 120 146

ROCE 76.9% 102.6% 160.3%

Net debt/(cash) (m) (136) (221) (333)

Net Debt/Equity -0.6 -0.7 -0.9

Debt/EBITDA -0.9 -1.3 -1.6

Int. cover(EBITDA/Fin. int) (90.8) (105.4) (127.0)

EV/Sales 4.1 3.5 2.8

EV/EBITDA 13.9 12.0 9.5

EV/EBITDA (adj.) 13.9 12.0 9.5

EV/EBIT 17.0 15.0 11.6

P/E (adj.) 21.0 19.4 15.9

P/BV 9.4 7.8 6.2

OpFCF yield 7.6% 8.4% 10.3%

Dividend yield 2.1% 2.4% 3.0%

EPS (adj.) 2.12 2.44 2.98

BVPS 4.73 6.05 7.69

DPS 1.00 1.15 1.40  

http://www.ncbresearch.com/PDFs/2012-03/Gaming%20Sector%20-%20Multi-channel%20bookmakers%20-%20a%20three%20horse%20race.pdf
http://www.ncbresearch.com/PDFs/2012-03/Gaming%20Sector%20-%20Multi-channel%20bookmakers%20-%20a%20three%20horse%20race.pdf
http://www.ncbresearch.com/PDFs/2012-05/Paddy%20Power%20Q1%202012%20-%20another%20stellar%20performance.pdf
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 Disclosures 

NCB Stockbrokers Limited ("NCB") is a member of the European Securities Network LLP ("ESN"). 

This report has been prepared by NCB, or by NCB in conjunction with its ESN partners, or by its ESN partners, and is distributed by 
NCB. NCB is neither liable for the proper and complete transmission of this report nor for any delay in its receipt. Any unauthorised use, 
disclosure, copying, distribution, or taking of any action in reliance on this report is strictly prohibited. The views and expressions in the 
report are expressions of opinion and are given in good faith, but are subject to change without notice. This report may not be 
reproduced in whole or in part or passed to third parties without permission. 

The report has been prepared by NCB, or by NCB in conjunction with its ESN partners, or by its ESN partners, with information 
obtained from various sources. NCB does not guarantee its accuracy or completeness, and neither NCB nor any employee thereof shall 
be liable in respect of any errors or omissions or for any losses or consequential losses arising from such errors or omissions. 

Neither the information contained in this report nor any opinion expressed constitutes an offer, or an invitation to make an offer, to buy 
or sell any securities or any options, futures or other derivatives related to such securities ('related investments'). 

This report was prepared for the clients of NCB and the clients of its ESN partners only. It does not have regard to the specific 
investment objectives, financial situation and the particular needs of any specific person who may receive any of this report. Investors 
should seek financial advice regarding the appropriateness of investing in any securities or investment strategies discussed or 
recommended in this report and should understand that statements regarding future prospects may not be realised. Investors should 
note that income from such securities, if any, may fluctuate and that each security's price or value may rise or fall. Accordingly, 
investors may receive back less than originally invested. Past performance is not necessarily a guide to future performance. 

Foreign currency rates of exchange may adversely affect the value, price or income of any security or related investment mentioned in 
this report. In addition, investors in securities such as ADRs, whose value are influenced by the currency of the underlying security, 
effectively assume currency risk 

NCB may trade for its own accounts as odd-lot dealer, market maker, block positioner, specialist and/or arbitrageur in any securities of 
the issuer or in related investments, and may be on the opposite side of public orders.   

Share Ownership Policy: NCB Stockbrokers allows its analysts to own shares/derivative positions in the companies they produce 
research notes and recommendations on. NCB Stockbrokers Ltd. ensures that all staff account dealing is conducted in strict 
compliance with its internal staff-dealing procedure, and accordingly is satisfied that the objectivity of the research and 
recommendations is not compromised. 

NCB and any director, officer or employee thereof, may have a long or short position in any securities of the issuer or in related 
investments.   

NCB acts as a stockbroker/advisor to Donegal Creameries, Irish Continental Group, Independent News & Media, NTR, 
Zamano. 

The reader of this note should be aware that the research analyst(s) or an individual who assisted in the production of this research 
report (or a member of his/her household) may have a direct ownership position or a derivative position in securities issued by a 
company covered in this report. 

NCB and any director, officer or employee thereof, may from time to time perform investment banking or other services for, or solicit 
investment banking or other business from, any entity mentioned in this report.  

 

Analyst Certification: 
 
Each research analyst is responsible for the content of his/her research notes, certifies that all of the views expressed in this 
research report accurately reflect their personal views about any and all of the subject issuers or securities, and that no part of 
their compensation was, is or will be directly or indirectly related to the specific recommendations or views in this report. 
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 Important Information for US Clients 
 

 NCB Securities LLC (“NCB U.S.”) is a member of FINRA and is an affiliate of NCB. 
 

NCB has prepared this research report. This report is not to be used or considered as an offer to sell, or a solicitation of an offer to buy. 
It has been prepared for informational purposes only. Reasonable care has been taken to ensure that the information contained herein 
is not untrue or misleading.  To the extent permitted by applicable law, rule or regulation, no representation is hereby made as to the 
accuracy or completeness of this research report, no reliance should be placed on it and no liability is accepted for any loss arising from 
reliance on it.  Additional information is available upon request. 

 
 For further information with respect to this research report or to any security referred to herein, please contact NCB U.S.  Any U.S 

recipient of this report that is a "U.S. Institutional Investor" that wishes further information regarding, or to effect any transaction in, any 
security discussed in this report should contact and place orders only with NCB U.S., who, without regard in any way limiting the 
foregoing, and solely for purposes of Rule 15a-6 under the U.S. Securities Exchange Act of 1934, as amended, accepts responsibility 
for this report and its dissemination in the United States.  NCB U.S. does not accept or receive any compensation of any kind for the 
dissemination of this research report. 

 
 As this research report was not prepared by a broker-dealer registered with the Securities and Exchange Commission or a member of 

FINRA, the FINRA Rules on Research Analyst and Research Reports and the attendant restrictions and required disclosures do not 
apply to the person preparing this report and the firm which has furnished it to NCB U.S. for distribution. 

 
 Research Disclosure: 

 

 Neither NCB U.S. nor any of its members or affiliates own more than 1% of a class of common equity securities of certain 
companies mentioned in this report 

 

 An affiliate of NCB U.S. may have:  managed or co-managed a public offering of securities of certain companies mentioned in this 
report in the past 12 months; received compensation for investment banking services from certain companies mentioned in this 
report in the past 12 months; or expects to receive or intends to seek compensation for investment banking service from certain 
companies mentioned in this report in the next three months 

 

 NCB U.S. does not act as a market maker 
 

 At present, there are no material conflicts of interest known to NCB U.S. at the time of distribution of this research report 
  
This research report is provided solely for informational purposes and use by U.S. Institutional Investors who are expected to 
make their own investment decisions without undue reliance on this report.  Except as required by law, rule or regulation, NCB 
U.S. accepts no liability whatsoever for any direct, or consequential or other loss arising from any use of this report or its contents. 
 

All rights reserved. No part of this publication may be reproduced or transmitted in any form or by any means electronic, 
mechanical, photocopying, recording or otherwise. 

Footnotes 
1. Ratios where share price is an input are calculated using (a) the respective fiscal year average share price for historic years and 

(b) the current share price for current and future years. 

 


