Wednesday, 8th July 2015

Tips for 2015 – Half Year Update
Excellent Out-Performance To-Date
Company Name
BG Group
British American Tobacco
Vodafone Group
Whitbread
Bovis Homes Group
Greene King
Melrose Industries1
Poundland Group (Sell)
DekelOil Public Limited
Fox Marble Holdings

£1,000
Price
Price
Gain/Loss
%
invested now
12/01/15 (p) 30/06/2015 (p) (p)
Gain/Loss worth
800.00
1,059.50
+259.500
+32.44%
£1,324.38
3522.00
3,415.00
-107.000
-3.04%
£969.62
226.80
229.85
+3.050
+1.34%
£1,013.45
4774.00
4,946.00
+172.000
+3.60%
£1,036.03
817.50
1,113.00
+295.500
+36.15%
£1,361.47
768.00
844.50
+76.500
+9.96%
£1,099.61
1
1
266.30
247.50
-18.800
-7.06%
£929.40
347.70
323.30
-24.400
+7.02%
£1,070.20
1.08
1.175
+0.095
+8.80%
£1,087.96
19.50
23.50
+4.000
+20.51%
£1,205.13
Total
+10.97% £11,097.24
Return

All stocks in list were Buy/Speculative Buy recommendations except Poundland which was a Sell.
1Melrose Industries returned £200m to shareholders, equivalent to 18.7p paid in March 2015
FTSE-100 Performance over the same period: -0.3%

It is pleasing to report a more than robust performance in our selections and we continue to remain buyers
of all the Buy recommendations from our original January report. We also continue to retain our Sell stance
on Poundland.
All of the individual stocks are commented on in more detail below, but I wish to highlight a few here.
Firstly, whilst BG has been bid for it will take some time for the bid to receive it regulatory permits across
various country and the larger regulatory bodies worldwide. We do not see any major hurdles on that front,
but there are risks of further falls in the oil price. However, ceteris paribus, we find the merger compelling
and would urge long-term holders to enjoy the medium to long term benefits in the new Shell & BG entity.
British American Tobacco and Vodafone continue to enjoy yield attractions and with BATS growing market
share in the high value brands and Vodafone enjoying the freedom from Verizon both get a continuing Buy
stance.
Bovis Homes stellar performance has caused some rethinking, but for the time being the announcement of
a 14% increase in the yet to be announced interim dividend leads us to believe it is too early to top slice the
sector. However we will keep a watchful eye in the coming weeks and months.
On a more general note all the stocks (apart from Bovis) are well below their year-to-date highs, primarily
in the 3 days to end of 2nd quarter when FTSE indices were spooked with the sudden announcement of a
YES/NO vote in Greece. We think it represents a buying opportunity and back all our recommendations.
To read our original Tips for 2015 publication from 13th January 2015 please click here.
Harry Stevenson, Research Analyst
8th July 2015
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Beaufort Securities’ Stock Pick for 2015
Half Year Comments
FTSE 100 Selections

BG Group
Key Data
Recommendation:
Ticker:
Sector:

Speculative Buy
BG..L
Oil & Gas
Producers
Market:
FTSE 100
Market Cap:
£36,149m
Price:
1,059.5p
12 month High/Low: 1,300p/780.6p
Yield:
1.7%
P/E:
7.4x
Share price performance

BG is a proven industry-leading
explorer with a wide geological and
technical expertise with a unique
LNG model and in the latter case
expects to be the largest contracted supplier to China, the
world’s fastest-growing LNG market, by 2017. The strategy
is focused on a portfolio of 10-15 high quality assets, many
of which we believe are not wholly understood by the
market. The company actively manages its portfolio to
reinvest in growth and prioritises value over growth. The
company is focused on their major growth projects in
Australia and Brazil.
Half Year to 30 June 2015 Comment
With the share price up nearly 33% since Shell announced
its bid, having reach a peak of 1,300p in April 2015, we think
stay with it until completion of the bid, pending various
Countries
Competition
Authorities
give
their
approvals/conditions. We are in favour of supporting the
bid so retain a Buy stance.
(Harry Stevenson)

British American Tobacco

P/E:

Key Data
Recommendation:
Ticker:
Sector:
Market:
Market Cap:
Price:
12 month High/Low:
Yield:
7.4x

Buy
BATS.L
Tobacco
FTSE 100
£64,780m
3,415p
3,894p/3,303p
4.17%

In the face of original attacks and
major liability claims, particular
in the USA many years ago, BAT
has not only survived but grown
and believe will not only
continue to grow, but with exceptional cash flow will enable
share-buy backs to continue. BAT enjoys strong brands,
strong management, ongoing cost savings and an enviable
geographical spread, and in particular, its strong emerging
markets presence. With those strengths the company
deserves a premium to its peers. We are seduced by the
high dividend yield, EPS (underlying) growth, share buyback
and dividend growth. The Company’s own target for EPS
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Share price performance

growth is high single digits, which in challenging markets is
to be envied.
Half Year to 30 June 2015 Comment
In a 2.5% declining market BATS continue to grow its market
share, a sure sign of good management. The strong
underlying results reinforce the excellent progress BATS
have made in recent years since enhancing its strategy with
a sharper focus on the consumer.
During the last four years BATS have increased its share of
the global cigarette market by 70 basis points. The Global
Drive Brand (GDB) portfolio has grown at an even faster
rate, stimulated by product innovations which now make up
almost 50 per cent of our GDB volume.
In addition, BATS are investing heavily in markets which
represent the greatest opportunity for future growth - in
Eastern Europe, Middle East, Africa and in Asia Pacific.
The Company is also making excellent progress towards our
goal of leading the various next generation product
categories. Buy
(Harry Stevenson)

Vodafone Group
Key Data
Recommendation:
Buy
Ticker:
VOD.L
Sector:
Mobile Telecoms
Market:
FTSE 100
Market Cap:
£60,835m
Price:
229.85p
12 month High/Low: 258p/179.1p
Yield:
4.82%
P/E:
7.4x
Share price performance

Vodafone Group is engaged in providing
voice and data communications services
for all types of customers. The Company
has presence in Europe, the Middle East,
Africa, the Asia Pacific region and the United States.
Following the completion of the Verizon (VZ) disposal focus
now moves to Vodafone’s revenue performance.
Half Year to 30 June 2015 Comment
With strong progress across the three main targets together
with a narrowed EBITDA range against a competitive market
with macroeconomic and regulatory pressures and a
healthy balance sheet we believe an investment at these
levels is compelling both for growth and yield.
Vodafone announced that it is in the early stages of
discussions with Liberty Global regarding a possible
exchange of selected assets between the two companies.
There is no certainty that any transaction will be agreed, nor
is there certainty with respect to which assets will ultimately
be involved. Vodafone is not in discussions with Liberty
Global concerning a combination of the two companies. Buy
(Harry Stevenson)
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Whitbread
Key Data
Recommendation:
Buy
Ticker:
WTB.L
Sector:
Travel & Leisure
Market:
FTSE 100
Market Cap:
£9,168m
Price:
4,946p
12 month High/Low: 5,475p/3,884.5p
Yield:
1.44%
P/E:
7.4x
Share price performance

Whitbread recently released
its interim management
statement for the 13 weeks to 28th May, 2015. The
Company has begun the new financial year well, in line with
expectations, with total sales growth for the first quarter of
12.5% and good like for like sales growth of 4.3%, driven by
continued momentum in Premier Inn and Costa.
Half Year to 30 June 2015 Comment
The company remains on track to open around 4,500 new
Premier Inn UK rooms and around 230 net new Costa stores
worldwide this year. Whitbread’s leading brands continue
to win market share as they invest in people, customer
experience and infrastructure. The Company are on track to
deliver ambitious growth milestones. This year the
Company plans to open around 5,500 new Premier Inn UK
rooms and around 250 net new Costa stores worldwide. The
committed UK pipeline has grown to 13,339 rooms and
construction is underway on 42 new hotel sites as well as 19
hotel extensions. We reiterate our Buy rating.
(Harry Stevenson)

FTSE 250 Selections

Bovis Homes Group
Key Data
Recommendation:
Ticker:
Sector:

P/E:

Buy
BVS.L
Household Goods &
Home Construction
Market:
FTSE 250
Market Cap:
£1,534m
Price:
1,113p
12 month High/Low: 1,177p/717.4p
Yield:
1.88%
7.4x

Beaufort
retains
its
overweight stance on both
the UK Building Materials and
Housebuildings
sectors.
Good two year visibility and
low valuations for the
Housebuilders in particular
suggest that investors should ensure they have at least some
exposure. Of these, Bovis remains our pick, given its
continued discount to the peer group, its low PNAV multiple
and excellent strategic land holdings. The business is also
highly cash generative, meaning investors should be able to
collect healthy dividends during the year, with its 2015
estimated yield approaching 4.5%.
Half Year to 30 June 2015 Comment
As we write (6th July 2015) Bovis Homes issued a positive
trading update, being ‘on track to deliver further growth in
shareholder returns’. Further it stated an intention to
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Share price performance

increase interim dividend in 2015 by 14% to 13.7p.
Confidently predicting a similar growth in the final gives a
yield circa 3.5%. We reiterate our Buy rating.
(Harry Stevenson)

Greene King
Key Data
Recommendation:
Buy
Ticker:
GNK.L
Sector:
Travel & Leisure
Market:
FTSE 250
Market Cap:
£2,664m
Price:
844.5p
12 month High/Low: 891p/712p
Yield:
3.33%
P/E:
7.4x
Share price performance

Greene King is a fully
integrated
brewer/pub
operator, with over 1400
tenanted and leased pubs
and 900 managed retail
pubs. The retail growth will
come from acquisitions, new builds and reverse transfers
(from the tenanted estate) as well as increasing the
exposure to the eating out market. Retail pubs include
Hungry Horse, Eating Inn and Old English Inns and Loch
Fynne Restaurants. In addition to those ‘Destination’
venues, the company operates a Greene King branded ‘Local
Pubs’ division. The brewery in Bury St Edmunds produces
three of the country's best-known cask ales: Greene King
IPA, Old Speckled Hen and Abbot Ale. In Scotland, the
Belhaven brewery in Dunbar produces some of the country's
favourite beers, including Belhaven Best, Scotland's no. 1 ale
brand. We said last year that it had a good run, and we say
it again: quality integrated brewer, pub and restaurant
operator.
In November 2014, the Company announced an agreed deal
with Spirit Group.
Greene King believes that the proposed acquisition of Spirit
represents a compelling opportunity to accelerate the
realisation of Greene King’s strategy by creating the UK’s
leading managed pub operator with significantly enhanced
quality and scale through a combined managed portfolio of
approximately 1,830 pubs. The Combined Group’s managed
business will operate a well-balanced, high quality pub
portfolio with industry-leading brands and extensive
national coverage, including a significant presence in the
attractive London and south east segment. In addition,
Greene King’s tenanted business will materially benefit from
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the contribution of Spirit’s high quality leased pubs and
Greene King’s beer business will benefit from additional
routes to market for its industry-leading ale brands.
Half Year to 30 June 2015 Comment
Greene King has delivered another record year in a
challenging trading environment. They have delivered good
underlying growth across all parts of the business with Retail
generating revenue of over £1bn for the first time.
Underlying earnings growth of over 9% has enabled a
dividend increase of 4.8%, reflecting confidence in the
strength of the business and its prospects for future growth.
Greene King has also completed a successful five-year
strategic plan, surpassing its goals, as it delivered significant
progress, changed the business mix and better positioned
the company for the future.
The company now enter another exciting new phase in its
history, with the acquisition of Spirit. The acquisition will
further strengthen the platform to deliver sustainable, longterm success for the benefit of its customers, employees
and shareholders. Buy
(Harry Stevenson)

Melrose Industries
Key Data
Recommendation:
Ticker:
Sector:

Buy
MRO.L
Industrial
Engineering
Market:
FTSE 250
Market Cap:
£2,424m
Price:
247.5p
12 month High/Low: 309p/234.5p
Yield:
3.23%
P/E:
7.4x
Share price performance

Melrose Industries buys good manufacturing businesses
with strong fundamentals whose performance can be
improved. Melrose finances its acquisitions using a low level
of leverage, improves the businesses by a mixture of
investment and changed management focus, sells them and
returns the proceeds to shareholders.
Melrose is led by a management team which has a strong
track-record track-record in the successful implementation
of a disciplined strategy, which has seen the company grow
its market cap from £13 million since listing on the London
Stock Exchange in 2003, to over £4bn in 2013, with £3bn of
shareholder value created.
The management team has created substantial value for
shareholders, with an average annual return on investment
of 27%. Businesses in the portfolio benefit from substantial
investment and changed management focus in order to
improve operational performance and drive growth.
Melrose works with divisional managers to help improve
margins and generate sustainable cash flows and profitable
growth.
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As indicated in its Interim Management Statement on 19
November 2014, and in accordance with Melrose's strategy,
the Melrose Board announced in March 2015 its intention to
return £200 million in cash to Shareholders using part of the
net proceeds from the £365 million disposal of its Bridon
business. This is equivalent to 18.7 pence per Existing
Ordinary Share. The balance of the net proceeds has been
used to pay down Melrose's borrowings.
Half Year to 30 June 2015 Comment
Management should be backed based on an excellent track
record, with further potential in the medium and long term.
The recent share price weeaknes is an opportunity and the
share should be bought. Buy
(Harry Stevenson)

Poundland Group
Key Data
Recommendation:
Sell
Ticker:
PLND.L
Sector:
General Retailers
Market:
FTSE 250
Market Cap:
£233.25m
Price:
323.3p
12 month High/Low: 421p/291.2p
Yield:
0.45
P/E:
7.4x
Share price performance

Poundland is a single price
value general merchandise
retailer in Europe. The
Company
operates
a
network of approximately 528 stores across the UK and
Ireland.
The market appears to be convinced that the Poundland
story will run forever. The recent spike in the Group’s share
price has taken its rating to some 25x to 26x 2015 earnings
– a multiple that suggests the Group operations are both
high-quality and defensible, while offering long-term
visibility of earnings. The reality is that this is asking just too
much.
The simple fact is that the heavily populated ‘pound shop’
sector simple does not have a USP – a unique selling point.
Their business model is elementary to copy by both sole
traders and national chains. The fact is that High Street
space, most typically in third-tier and fourth-tier towns
across the UK (which is the pound shop’s natural home), is
in huge surplus. Routinely, new tenants can get 2 years rent
free just to move in. Stocking the shelves is elementary too
– pound shops all off the same produce – confectionary,
simple branded household and personal consumables, bit of
hardware, greetings cards etc. Bulk is available for next day
delivery from branded suppliers through to international
importers. Smaller operators do not have the buying power
of larger chain, but they also do not have their overhead. It’s
as simple as that.
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It is hard to imagine that a repeat of this will not be seen in
the UK over the next five or so years. Poundland generates
approximately 30% of its revenue and 50% of its EBITDA
during the Christmas quarter.
Half Year to 30 June 2015 Comment
Based on Beaufort’s own forecasts, the shares presently
trade on almost 22x P/E for the current year. Despite the
sharp fall in the share price, Beaufort retains its Sell
recommendation on Poundland, considering reasonable
value might only be found once again below the 250p/share
level. Sell
(Barry Gibb)

FTSE AIM Selections

DekelOil Public Limited
Key Data
Recommendation:
Speculative Buy
Ticker:
DKL.L
Sector:
Food Producers
Market:
FTSE AIM
Market Cap:
£19.01m
Price:
1.175p
12 month High/Low: 1.619p/0.85p
Yield:
N/A
P/E:
7.4x
Share price performance

DekelOil Public Limited is
the operator of DekelOil Cote
D'Ivoire SA. It is engaged in
developing and cultivating palm oil plantations in Cote d'Iloire
for the purpose of producing and marketing crude palm oil.
Half Year to 30 June 2015 Comment
As we have reported elsewhere the ramp up in production in
Crude Palm Oil (CPO) in 2015 has been successful:








January 2015 - 2,168 tonnes of CPO and 373 tonnes
of kernels
February 2015 - 3,158 tonnes of CPO and 509 tonnes
of kernels
March 2015 - 4,352 tonnes of CPO and 720 tonnes of
kernels
Sales of palm oil stood at 8,327 tonnes of CPO and
were sold at an average sale price of €604 per tonne
ex-Mill
Total CPO production during the period 1 January
2015 to 30 April 2015 has already surpassed 14,242
tonnes, the production level achieved in 2014. This
includes a record monthly production of 4,818 tonnes
for April 2015 at the Company's 60 t/hr CPO
extraction Mill, which is one of West Africa's largest.
The Kernel Crushing Plant (KCP) arrived at Abidjan
port, Côte d'Ivoire on 23 June 2015. The KCP is a key
part of the Company's strategy to maximise
profitability at Ayenouan, which also includes
increasing production of Crude Palm Oil ('CPO') at the
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60t/hr Mill, one of West Africa's largest, and further
planting of company-owned estates.
We continue to regard DekelOil as undervalued. Speculative
Buy
(Harry Stevenson)
Beaufort Securities acts as corporate broker to DekelOil Public
Limited

Fox Marble Holdings
Key Data
Recommendation:
Speculative Buy
Ticker:
FOX.L
Sector:
Mining
Market:
FTSE AIM
Market Cap:
£37.96m
Price:
23.5p
12 month High/Low: 26.085p/15.05p
Yield:
N/A
P/E:
7.4x
Share price performance

Fox Marble Holdings is
engaged in the exploitation
of quarry reserves in the
Republic of Kosovo and the
company makes for a
compelling
investment
case. The concentration
amongst mineral producers forced by international giants
over the past 20 years or so has somehow passed the sector
of dimensional stone (in this case marble and granite) miners
by, to the extent that Fox Marble is presently the only
dedicated vehicle quoted on an international stock exchange.
Yet worldwide trade is estimated to be worth in excess of
US$15bn annually, with an outlook for uninterrupted, longterm demand growth in a stable and progressive pricing
environment.
Half Year to 30 June 2015 Comment
Fox Marble will see key milestones fulfilled, including
completion of the factory (now completed) and increasing
levels of production in Prilep and Malesheva. Significantly,
this will lead to the company winning significant orders for its
product as its branding, marketing and sales focus continues
to develop. It is important to remember that buyers of
wholesale marble survive only on their ability to deliver
product in the volumes and quality promised; to date, despite
having exceptional in-the-ground resource, their confidence
in Fox Marble’s ability to extract and process has been lacking.
With capacity now about to undergo a step improvement, this
concern will quickly be repaired. Beaufort anticipates revenue
climbing sharply during 2015 as more customers purchase its
exceptional quality stone and compounding further into 2016
and beyond. Fox Marble effectively has an infinite on-surface
resource across a wide range of rare and unblemished
marbles. It is presently cash rich (having raised £2m at 20p on
12th May 2015, while capital costs have already been
committed with little further expenditure anticipated going
forward. Labour and transportation costs are low, yet global
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demand continues to increase while pricing remains firm and
rising. Against this, Group operations looks set to become
exceptionally cash generative very quickly, with management
committed to annually distribute any the surplus in the form
of dividends. The first result of this could even be seen this
financial year. The reality is that the value of Fox’s licences,
which place an in-situ value of €16.5bn on just four (or an
estimated 28% of its total resource) of its eight quarries,
dramatically exceed the Group’s market value. When it has
demonstrated its ability to routinely turn elementary
extraction and processing into significant profit, the market
should start to recognise this fact and power a re-rating of the
shares. Speculative Buy
(Barry Gibb)

At Beaufort Securities we offer a bespoke advisory service. Our people are dedicated to the markets day
in and day out for one reason and one reason only - to help our clients profit. To discuss your strategies
with a broker, please call us on 020 7382 8384 (London) or 0117 910 5500 (Bristol). You can keep up-todate with our latest company research here.
Harry Stevenson
Research Analyst
Beaufort Securities Ltd, 131 Finsbury Pavement, London, EC2A 1NT
(t) 020 7382 8300 (London) or 0117 910 5500 (Bristol)
(e) info@beaufortsecurities.com
Sources: FT.com, The Economist, ProQuote, Bloomberg, Sunday Times, Sunday Telegraph. Daily Telegraph, The
Times, Evening Standard, Company Websites. Share prices quoted correct as at the close on 30th June 2015.
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Recommendations
During the three months to end-June 2015, the number of stocks on which Beaufort Securities has published recommendations was 344, and the
recommendations were as follows: Buy - 70; Speculative Buy - 223; Hold - 41; Sell - 10.
Full definitions of the recommendations used by Beaufort Securities in its publications and their respective meanings can be found on our website
here.

This report is published by Beaufort Securities (“Beaufort Securities”). Beaufort Securities is Authorised and Regulated by the Financial Conduct
Authority and is a Member of the London Stock Exchange.
This research is non-independent and is classified as a Marketing Communication under FCA rules. As such it has not been prepared in accordance
with legal requirements designed to promote independence of investment research and it is not subject to the prohibition on dealing ahead of the
dissemination of investment research in COBS 12.2.5. However Beaufort Securities has adopted internal procedures which prohibit analysts from
dealing ahead of non-independent research, except for legitimate market making and fulfilling clients’ unsolicited orders.
RELIANCE ON THIS NOTE FOR THE PURPOSE OF ENGAGING IN ANY INVESTMENT ACTIVITY MAY EXPOSE AN INDIVIDUAL TO A SIGNIFICANT RISK OF
LOSING ALL OF THE FUNDS, PROPERTY OR OTHER ASSETS INVESTED OR OF INCURRING ADDITIONAL LIABILITY.
By receiving this document, you will not be deemed a client or provided with the protections afforded to clients of Beaufort Securities. When
distributing this document, Beaufort Securities is not acting for any recipient of this document and will not be responsible for providing advice to
any recipient in relation to this document. Accordingly, Beaufort Securities will not be responsible to any recipient for providing the protections
afforded to its clients.
Beaufort Securities may effect transactions in shares mentioned herein and may take proprietary trading positions in those shares, and may receive
remuneration for the publication of its research and for other services. Beaufort Securities may be a shareholder in any of the companies mentioned
in this report. Accordingly, this document may not be considered as objective or impartial. Additionally, information may be available to Beaufort
Securities or the Group, which is not reflected in this material. The remuneration of the author of this report is not tied to the recommendations
on any shares mentioned nor to the any transactions undertaken by Beaufort Securities or any affiliate company. Further information on Beaufort
Securities’ policy regarding potential conflicts of interest in the context of investment research and Beaufort Securities’ policy on disclosure and
conflicts in general are available on request. Please refer to http://www.beaufortsecurities.com/important-info.
This document is not an offer to buy or sell any security or currency. This document does not provide individually tailored investment advice. It has
been prepared without regard to the individual financial circumstances and objectives of persons who receive it. The appropriateness of a particular
investment or currency will depend on an investor’s individual circumstances and objectives. The investments and shares referred to in this
document may not be suitable for all investors.
Past performance is not a guarantee of future performance. Investments may go down in value as well as up and you may not get back the full
amount invested. The listing requirements for securities listed on AIM or ISDX are less demanding and trading in them may be less liquid than
main markets.
This document is based on information Beaufort Securities has received from publicly available reports and industry sources. Beaufort Securities
may not have verified all of this information with third parties. Neither Beaufort Securities nor its advisors, directors or employees can guarantee
the accuracy, reasonableness or completeness of the information received from any sources consulted for this publication, and neither Beaufort
Securities nor its advisors, directors or employees accepts any liability whatsoever (in negligence or otherwise) for any loss howsoever arising from
any use of this document or its contents or otherwise arising in connection with this document (except in respect of wilful default and to the extent
that any such liability cannot be excluded by the applicable law). This document is not to be relied upon and should not be used in substitution for
the exercise of independent judgment.
This document includes certain statements, estimates, and projections with respect to the anticipated future performance of securities listed on
stock exchanges and as to the market for these shares. Such statements, estimates, and projections are based on information that we consider
reliable and may reflect various assumptions made concerning anticipated economic developments, which have not been independently verified
and may or may not prove correct. No representation or warranty is made as to the accuracy of such statements, estimates, and projections or as
to its fitness for the purpose intended and it should not be relied upon as such. Opinions expressed are our current opinions as of the date appearing
on this material only and may change without notice. Other third parties may have issued other reports that are inconsistent with, and reach
different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views, and analytical methods
of the analysts who prepared them. This report has not been disclosed to any of the companies mentioned herein prior to its publication.
The information contained in this document is confidential and is solely for use of those persons to whom it is addressed and may not be reproduced,
further distributed to any other person or published, in whole or in part, for any purpose. Other persons who receive this document should not rely
on it. Beaufort Securities, its directors, officers and employees may have positions in the securities mentioned herein.
© Beaufort Securities Ltd
131 Finsbury Pavement, London EC2A 1NT
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